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Advanced Education and Technology 1

Public Accounts 2009-10 — Preface

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 24, 2010 contains Ministers’
accountability statements, the consolidated financial statements of the Province and the
Measuring Up report, which compares actual performance results to desired results set out in
the government’s business plan.

This annual report of the Ministry of Advanced Education and Technology contains the
Minister’s accountability statement, the audited consolidated financial statements of the
Ministry and a comparison of actual performance results 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
Advanced Education and Technology, regulated funds and provincial agencies for which
the Minister is responsible, and

> 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.

Minister’s Accountability Statement

The Ministry’s annual report for the year ended March 31, 2010 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 7, 2010 with
material economic or fiscal implications of which I am aware have been considered in the
preparation of this report.

original signed by

Doug Horner
Minister of Advanced Education and Technology
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Message from the Minister

I am pleased to present the 2009-10 Annual Report for the Ministry of Advanced Education and
Technology. This report summarizes the Ministry’s significant achievements during the past
fiscal year and our efforts to ensure services to Albertans are as efficient as possible in an effort
to lower the deficit and improve the government’s fiscal position.

In 2009-10, the Ministry, together with our stakeholders, partners and agencies, made great
strides to create accessible, affordable, high-quality learning opportunities for Albertans and to
support research excellence, innovation and technology commercialization in Alberta by:

» Launching the realigned research and innovation system, Alberta Innovates, to build on
Alberta’s research and innovation strengths in priority areas and make the province more
competitive in a global economy.

» Releasing the 2009 Alberta Access Planning Framework to promote collaboration among
post-secondary institutions and help ensure Alberta’s advanced learning system continues to
be responsive and accessible.

» Implementing strategies identified in Alberta’s Action Plan: Bringing Technology to Market
and launching the Alberta Innovates Connector Service to help the province become a
globally preferred destination for innovative technology and knowledge-based product and
service development.

» Launching the Campus Alberta Administrative Governance Framework to further
collaborative initiatives in the advanced learning system in support of Campus Alberta
objectives.

» Providing funding to over 200 literacy services, programs and Community Adult Learning
Councils in communities across the province.

» Promoting skilled trades and technology careers to Alberta youth by supporting a successful
international skills competition — WorldSkills Calgary 2009.

» Creating more than 3,000 new certificate, diploma and degree spaces at post-secondary
institutions, including more than 1,100 new spaces in high demand, health-related areas.

» Awarding a record $71.5 million in scholarships recognizing the excellence of Alberta
students.

Alberta’s future economic and social success depends on a highly skilled workforce and
knowledgeable citizenry. Toward that end, our Ministry will continue maintaining the
momentum we have built through our strategic initiatives and investments, and working closely
with our partners and stakeholders to build a bright future for Albertans.

original signed by

Doug Horner
Minister of Advanced Education and Technology
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Management’s Responsibility for Reporting

The Ministry of Advanced Education and Technology includes:
» the Department of Advanced Education and Technology,

» the Access to the Future Fund,

» the Alberta Enterprise Corporation,

» Alberta Innovates — Bio Solutions,

» Alberta Innovates — Energy and Environment Solutions,

» Alberta Innovates — Health Solutions,

» Alberta Innovates — Technology Futures, and

» the Public Post-Secondary Institutions.

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 report, 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 Advanced Education and
Technology. 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 Canadian generally accepted accounting principles for the public sector as
recommended by the Public Sector Accounting Board of the Canadian Institute of Chartered
Accountants. The performance measures are prepared in accordance with the following criteria:

> Reliability — Information agrees with the underlying data and with the sources used to
prepare it.

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

» Completeness — Performance measures and targets match those included in Budget 2009.
Actual results are presented for all measures.
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Management’s Responsibility for Reporting (continued)

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 Enterprise, and the
Minister of Advanced Education and Technology any information needed to fulfill their
responsibilities; and

» 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 executive of
the individual entities within the Ministry.

original signed by

Annette Trimbee
Deputy Minister of Advanced Education and Technology
September 7, 2010
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Ministry Overview
Ministry Mandate

Advanced Education and Technology leads the development of Alberta’s knowledge-driven
future by building a dynamic and integrated advanced learning and innovation system. The
Ministry recognizes that in the province’s knowledge-driven future, people are the foundation
for idea creation, competitiveness, growth and societal well-being. As well, the Ministry ensures
a continuum between learning and innovation by supporting learners, researchers, and
entrepreneurs.

Advanced Education and Technology provides strategic leadership for Alberta’s advanced
learning and innovation system and engages learners, industry and community in learning
opportunities by:

» Building a globally recognized, quality advanced learning system. The Ministry funds
advanced learning providers, works with public post-secondary institutions and private
providers to create learning opportunities, supports adult learners, and rewards student
excellence through scholarships and awards.

» Creating a learner-centered, affordable advanced learning system that is accessible to
Albertans. The Ministry funds learners, provides student financial aid and works with
community adult learning organizations, public post-secondary institutions, private
providers, industry, and employer and employee organizations to support lifelong learning.

» Supporting excellence in research, innovation and commercialization in the province. The
Ministry coordinates, funds and promotes research, development and innovation in key areas
of bio-industries, energy and environment, and health. The Ministry also supports the
creation and establishment of new technology companies in key emerging industries.

The Ministry’s mandate will be achieved through collaboration with Campus Alberta and
Alberta Innovates partners and stakeholders, described below.

Campus Alberta

Campus Alberta consists of Alberta’s advanced learning system partners collaborating to ensure
all Albertans have the opportunity to participate in lifelong learning through flexible learning
pathways. Campus Alberta partners include publicly funded post-secondary institutions and the
apprenticeship and industry training system working to create accessible, affordable and quality
learning opportunities for Albertans. Private providers, community-based organizations and
industry also provide diverse learning opportunities within Campus Alberta to ensure Alberta’s
advanced learning system meets the lifelong learning needs of all Albertans.

Alberta Innovates

Alberta Innovates consists of the Alberta Research and Innovation Authority, and four
provincially funded corporations:

» Alberta Innovates — Bio Solutions,

» Alberta Innovates — Energy and Environment Solutions,
» Alberta Innovates — Health Solutions, and

» Alberta Innovates — Technology Futures.

Alberta Innovates works with key innovation support agencies, publicly funded post-secondary
institutions, industry and government to further research and innovation in the province and
make Alberta more competitive in the global economy.
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Results Analysis

Ministry Structure

The Ministry collaborates with learning providers, advisory boards, councils, authorities and
innovation support agencies to fulfill its mandate of creating accessible, affordable, quality
learning opportunities and fostering support for innovation and commercialization activities.

Entities included in Ministry Financial Statements

Ministry Department of Advanced Education and Technology

Funds and Corporations

Access to the Future Fund

Alberta Enterprise Corporation

Alberta Innovates — Bio Solutions

Alberta Innovates — Energy and Environment Solutions
Alberta Innovates — Health Solutions

Alberta Innovates — Technology Futures

Public Post-Secondary Comprehensive Academic and Research
Institutions Institutions

University of Alberta
University of Calgary
University of Lethbridge

Athabasca University

Baccalaureate and Applied Studies
Institutions

Grant MacEwan University

Mount Royal University

Polytechnical Institutions

Northern Alberta Institute of Technology
Southern Alberta Institute of Technology

Comprehensive Community Institutions

Bow Valley College
Grande Prairie Regional College
Keyano College
Lakeland College
Lethbridge College
Medicine Hat College
NorQuest College
Northern Lakes College
Olds College

Portage College

Red Deer College

Specialized Arts and Culture Institutions

Alberta College of Art + Design
The Banff Centre

For more information on the Ministry of Advanced Education and Technology see aet.alberta.ca

Websites for Funds and Corporations are listed on page 153.
Websites for Public Post-Secondary Institutions are listed on page 154.

Advisory Boards, Councils and Authorities

Access Advisory Council

Alberta Apprenticeship and Industry Training Board
Alberta Council on Admissions and Transfer

Alberta Research and Innovation Authority
Campus Alberta Quality Council

Students Finance Board

Websites for these entities are listed on page 153.
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Restructuring of the Research and Innovation System

Four Alberta Innovates corporations and the Alberta Research and Innovation Authority were
created January 1, 2010 by the Alberta Research and Innovation Act and Regulation. These
entities support a more coordinated and flexible innovation environment in the province
through improved networking and support for new ideas and enterprises.

n‘ Alberta
<1 Innovates

comprising the former

Alberta Innovates — Bio Solutions

Alberta Prion Research Institute
Alberta Agricultural Research Institute
Alberta Life Sciences Institute

Alberta Forestry Research Institute

Alberta Innovates — Energy and Environment Solutions

Alberta Energy Research Institute

Alberta Water Research Institute

Alberta Innovates — Health Solutions

Alberta Heritage Foundation for Medical Research

Alberta Innovates — Technology Futures

Alberta Research Council Inc.
nanoAlberta

iCORE Inc.

Alberta Ingenuity Fund

AET Annual Report 2009-10

For more information on Alberta Innovates see www.albertainnovates.ca
Alberta Innovates — Health Solutions includes, as a wholly owned subsidiary, the Alberta Foundation for Health Research, which was formerly a
wholly owned subsidiary of the Alberta Heritage Foundation for Medical Research.

Alberta Innovates — Technology Futures includes, as a wholly owned subsidiary, C-FER Technologies (1999) Inc., which was formerly a wholly
owned subsidiary of Alberta Research Council Inc.
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AUDITOR

GENERAL
Alberta

Review Engagement Report

To the Members of the Legislative Assembly

I have reviewed the performance measures identified as “Reviewed by Auditor General” included
in the Ministry of Advanced Education and Technology’s 2009-10 Annual Report. These
performance measures are prepared based on the following criteria:

» Reliability — Information agrees with the underlying data and with sources used to prepare it.

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

» Completeness — Performance measures and targets match those included in Budget 2009.
Actual results are presented for all measures.

My review was made in accordance with Canadian generally accepted standards for review
engagements and, accordingly, consisted primarily of enquiry, analytical procedures and
discussion related to information supplied to my office by the Ministry. My review was not
designed to provide assurance on the relevance of these performance measures.

A review does not constitute an audit and, consequently, I do not express an audit opinion on
these performance measures.

Based on my review, nothing has come to my attention that causes me to believe that the
“Reviewed by Auditor General” performance measures in the Ministry’s 2009-10 Annual Report
are not, in all material respects, presented in accordance with the criteria of reliability,
understandability, comparability, and completeness as described above. However, my review was
not designed to provide assurance on the relevance of these performance measures.

original signed by

Merwan N. Saher, CA

Auditor General
Edmonton, Alberta

August 27, 2010
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Discussion and Analysis of Results

Provide strategic leadership towards an integrated advanced learning and innovation system
in Alberta

Goal1  Alberta’s integrated advanced learning and research system is aligned with learner and
labour-market demand and serves the needs of a knowledge-based society
Perf Previous Years’ Current Endnotes
erformance Measures Results Results Targets pg

Public satisfaction that adult Albertans can access education or training indicates the 79% 79% 79% 79% 75% 80% A 145
accessibility and availability of advanced learning opportunities. 2005-06  2006-07  2007-08  2008-09  2009-10 ¢
Percentage of transfers where post-secondary graduates with prior learning had 91% n/a’ 87% n/a’ 88% 90%+ A 144
received the transfer credit they expected indicates the ability of the advanced learning 2005-06 2007-08 2009-10 &4 B 146
system to help students achieve desired outcomes. Additionally, the measure offers insight into | 148
collaborative transfer arrangements between Alberta’s post-secondary institutions.

Proportion of recent graduates who agree that the program they graduated from was 83% n/a’ 84% n/a’ 86% 85% A 144
worth the financial cost indicates the ability of the advanced learning system to help 2005-06 2007-08 2009-10 <4 B 146
students achieve desired outcomes. Additionally the measure offers insight into graduates’ J 148
perceptions of quality and cost at Alberta’s post-secondary institutions.

Reviewed by the Office of the Auditor General Targetexceeded A

The performance measures indicated with asterisks were selected by Ministry management for review by the Office of the Auditor
General based on the following criteria established by government:

Target met >4

* Enduring measures that best represent the goal and mandated initiatives, Targetnotmet X

* Measures that have well established methodology and data reporting, No target set O

* Measures that have outcomes over which the government had a greater degree of influence, and Targets are considered to have

* Each goal has at least one reviewed performance measure. been met if the result falls within
5% of the target value.

The Post-Secondary Graduate Outcomes Survey is conducted every other year.

Goal 1

Discussion and Analysis of Results

Government has continued to make progress toward a sustainable, aligned, and integrated
advanced learning and innovation system that responds to learner and labour market demands
and serves the needs of a knowledge-based society. In 2009-10, Advanced Education and
Technology strongly supported this goal through policy and legislation, funding for institution
infrastructure and operations, partnerships, and collaboration.

An important achievement this year was the launch of Alberta Innovates with the proclamation
of the Alberta Research and Innovation Act, designed to develop a collaborative, dynamic, and
accessible research and innovation system. Alberta Innovates includes four provincially funded
corporations and the Alberta Research and Innovation Authority, and is Advanced Education
and Technology’s primary mechanism to advance the research and innovation priorities of the
Government of Alberta for the province’s social, economic and environmental benefit. The new
corporations (Alberta Innovates — Bio Solutions, Alberta Innovates — Energy and Environment
Solutions, Alberta Innovates — Health Solutions, and Alberta Innovates — Technology Futures)
work with key innovation support agencies, publicly funded post-secondary institutions,
industry and government to further research and innovation in the province and make Alberta
more competitive in the global economy.

In the advanced learning system, Campus Alberta made significant strides this year with the
launch of the Campus Alberta Administrative Governance Framework. This framework sets
parameters for Campus Alberta Administration, which will pursue operational efficiencies and
establish greater synergies for the Campus Alberta system. The Ministry also released the 2009
Alberta Access Planning Framework to support planning and promote collaboration among
post-secondary institutions, and launched the International Education Framework to provide a
roadmap that ensures international education activities are strategic and sustainable.
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Goal 1 Discussion and Analysis of Results (continued)

The Ministry helped ensure the advanced learning system responds to learner and labour
market needs with $269 million directed through the Enrolment Planning Envelope for program
expansion at Alberta’s public post-secondary institutions, including apprenticeship
programming. The Ministry also provided $45 million through the Access to the Future Fund
(AFF), which supports a wide variety of initiatives that enhance accessibility, affordability and
quality in Alberta’s advanced learning system, and provides project funding to support
leading-edge initiatives with the potential to have a transformative impact on Alberta’s advanced
learning system. The total AFF amount includes $42 million to match private donations
provided to post-secondary institutions, $1.9 million in grants for initiatives to increase
collaboration and participation in the advanced learning system, and $1.1 million in grants to six
Aboriginal colleges to build capacity and expand access for Aboriginal learners.

Sustainability is a critical element in the integration and alignment of Alberta’s advanced
learning and innovation system. The government has provided $1.75 billion in base operating
grants to the province’s post-secondary institutions to support instruction and operating costs.
This amount included a 6% rate increase over 2008-09 base grant rates. As well, the Ministry
provided $702 million to support the expansion and preservation of post-secondary facilities,
including $540 million for expansion and $162 million for capital maintenance and renewal.

Engaging Aboriginal learners is important to Alberta’s long-term success in developing a
knowledge-based economy accessible to all citizens. A new partnership was launched this
year—the First Nations, Métis, and Inuit (FNMI) Education Partnership Council—which,
together with the Ministry of Education, the Ministry of Aboriginal Relations, and FNMI
stakeholders, will identify and coordinate strategic actions to improve the educational success of
Aboriginal students.

This year, the Ministry helped to implement key tools supporting an accessible and responsive
advanced learning system. In particular, the Ministry worked with the Alberta Post-Secondary
Application System (APAS) Society to implement a single web-access portal for applications to
all publicly funded post-secondary institutions. APAS has been adopted by 18 institutions
across the province to date.

Public satisfaction that adult Albertans can access education or training remains high at 75%,
but lower than the Ministry’s target of 80% for 2009-10. Although the perception of accessibility
has declined somewhat, total enrolments at Alberta’s publicly funded post-secondary
institutions have increased continuously for the last five years, reaching a total of 264,291
full-time and part-time enrolments in the 2008-09 academic year—the highest number ever.
Also, the Ministry increased funding awarded to full-time post-secondary learners in 2009-10:
46,315 students were supported, 23% more than the previous year. The Ministry continues to
strive to make the advanced learning system more accessible and responsive to Albertans
through Campus Alberta and student finance strategies.

Policy supporting system sustainability, integration, and alignment with learner and labour
market needs is aimed at enabling the province to compete in a global context. To support
continued success, Advanced Education and Technology must continue to leverage existing
investments and promote successful collaboration across the advanced learning and innovation
system. Further alignment will maximize the system’s capacity and responsiveness to economic
conditions by fostering collaboration, innovation, and sustainability. In this way, the Ministry
will work to ensure that the advanced learning and innovation system continues to meet the
needs of learners, researchers, and entrepreneurs.
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Core Business2  Develop highly skilled and qualified people by fostering a culture of learning

Goal2 Alberta’s advanced learning system fosters a culture of learning and meets the needs of
Albertans, society and the next generation economy

Perf; M Previous Years’ Current Endnotes
errormance lvieasures Results Results  Targets pg
International visa students registered at Alberta post-secondary institutions 8,183! 9,042 9,430 9,804" 11,840 10,000 D 147
indicates the province’s success in attracting international students. 2004-05  2005-06  2006-07  2007-08  2008-09 E 147
Satisfaction of recent post-secondary graduates with the overall quality of their 90% n/a? 91% n/a? 91% 90%+ A 144
educational experience indicates the system’s ability to help students achieve desired 2005-06 2007-08 2009-10 <4 B 146
outcomes. This is one of the indicators used by the Ministry to assess institutional performance.
Satisfaction of recent apprenticeship graduates with:
on-the-job training indicates the quality of the apprenticeship training system and its n/a’ 93% n/a’ 92% n/a’ n/a®> A 144
ability to meet learner needs in terms of relevancy of the training 2006-07 2008-09 O B 146
content, teaching ability of instructors, adequacy of equipment, and
technical training whether the training is current and up-to-date with trade practices. n/a3 94% n/a3 94% n/a3 n/a?
2006-07 2008-09 O
Public agreement that programs, classes or courses are offered in locations (including 77% 77% 76% 74% 72% 78% A 145
online) that are easily accessible indicates public perceptions about the accessibility of the 2005-06 2006-07 2007-08  2008-09  2009-10 X B 146
advanced learning system. K 148
Proportion of Albertans aged 18-34 participating in post-secondary education helps 19% 18% 17% 16% 17% 17% C 146
indicate Alberta’s social and economic well-being since post-secondary participation correlates 2005 2006 2007 2008 2009 > 4
to employment and earning power.
High school to post-secondary transition rate of students within 10 years of entering n/a‘ n/a*  652%°  67.3% 68.2% 73% F 147
Grade 10 indicates the system’s ability to attract high school students to post-secondary 2006-07 2007-08  2008-09 ). ¢
learning.

New apprentices registered (five-year average) is a measure of the system’s ability to attract 13,886 15,879 17,804 19,986 20,755 20,000 G 148

new entrants into trades and address critical skill shortages. 2005 2006 2007 2008 2009 > 4
Aboriginal learners participating at post-secondary institutions helps indicate the system’s 6,236 7,383 7,515 7,511 8,355 7,800 D 147
ability to attract diverse learners. 2004-05 200506  2006-07  2007-08  2008-09 A H 148
Ratio of total debt at graduation to income two years after graduation helps indicate the 36.6% n/a2  327% n/a?  35.9% 33% A 144
overall affordability, accessibility and quality of the advanced learning system. 2005-06 2007-08 2009-10 X B 146
Note: These results reflect only graduates reporting education-related debt. L 149
Scholarship dollars per full-time student studying in Alberta reflects the system’s ability to $260" $296" $305! $327" $406 $420 D 147
recognize achievement and excellence throughout the learning process. 2004-05 2005-06 2006-07  2007-08  2008-09 <4 M 149
Reviewed by the Office of the Auditor General Target exceeded A
See page 10 for criteria used to select measures for review. Target met 7
1 Restated. All measures derived from LERS data have been restated because of an updated methodology using Alberta Student Targetnotmet X

Number (ASN) values, which was instituted since targets were set. This methodology change has made targets for LERS-derived

) Notargetset QO
measures less relevant than they would otherwise be.
The Post-Secondary Graduate Outcomes Survey is conducted every other year. Targets are considered to have
been met if the result falls within

The Survey of Graduates of the Apprenticeship System is conducted every other year. 59% of the target value.

The 10-year time frame for this transition measure was introduced this year. Only three years of historical data are available.

Restated. The 2006-07 result published in the 2009-12 Ministry business plan was 67.5%, but a methodology change since then
produced the new result of 65.2%.

v b~ W N

Goal2 Discussion and Analysis of Results

To meet Alberta’s social and economic needs over the long term, the province’s advanced
learning system aims to develop a culture of learning and produce highly skilled and qualified
people. Advanced Education and Technology has worked to achieve this goal by ensuring a
variety of quality, affordable learning opportunities are accessible to Albertans through the
provision of funding, policy, infrastructure, and awareness initiatives.



AET Annual Report 2009-10

Goal 2

Results Analysis 13
Discussion and Analysis of Results (continued)

A key aspect of enhancing accessibility is maintaining an affordable advanced learning system
that is responsive to diverse learner needs. Learners in Alberta’s changing economic and social
environment require a variety of supports and ways to access learning and training
opportunities. The advanced learning system must be able to respond to the needs of diverse
learners by ensuring adequate financial assistance is provided to those who need help meeting
their basic learning and living costs. To that end, a comprehensive review of Alberta’s student
financial assistance program is currently underway, aiming to ensure financial need is not a
barrier for Albertans who aspire to pursue post-secondary education. The review completed its
first phase in 2009-10, and work continues to ensure the program can accommodate learner
needs while remaining accountable to Alberta taxpayers. The Ministry also works with the
federal and other provincial governments to enhance access to student financial assistance for
Alberta students through simplified materials, technology, policies, and support services.

To further support affordable access, the Ministry awarded funding to 46,315 full-time
post-secondary learners, including $62 million in provincial grants and bursaries and

$164 million in Alberta Student Loan disbursements. This year showed an increased ratio of
total debt-to-income for graduates surveyed two years after graduation, indicating increased
education-related debt for those graduates. It is likely that the global economic downturn in the
last year has affected this result. The Ministry’s commitment to recognizing the achievement of
student excellence was also reflected in a record $71.5 million investment in scholarships to
over 34,000 Alberta students. This total amount included approximately $22 million awarded in
graduate scholarships to foster the development of new researchers and over 700 scholarships
awarded to registered apprentices. This funding helps learners meet their learning goals, and
also helps the province meet the social and economic needs of a knowledge-driven future, one
reliant on knowledgeable and highly qualified people.

Key to the Ministry’s efforts is a strong advanced learning system that ensures access to a full
range of quality advanced learning opportunities through flexible learning pathways, from
community-based non-credit learning to post-secondary learning (including degree programs,
apprenticeship training and other certificate and diploma programs). Increasing access and
participation in advanced learning is an investment in the future of Alberta — an investment
with the potential for substantial returns for the province.

In 2009-10, labour market demand was high for qualified graduates in health sciences, trades,
and technology fields, and learner demand mirrored that pattern. By working to increase access
and encourage learners to pursue training in these areas, the province aligns the advanced
learning system with those needs and positively affects Alberta’s labour outlook. To this end,
funding was provided for more than 3,000 new certificate, diploma and degree spaces at
post-secondary institutions, including more than 1,100 new spaces in health programs. The
Ministry also leveraged the success of WorldSkills Calgary 2009 to showcase skilled trades and
technology careers to approximately 160,000 spectators. A $16 million investment in equipment
for the competition was subsequently distributed to secondary and post-secondary learning
facilities, leaving a legacy for Alberta’s youth. The Ministry also implemented the Aboriginal
Action Plan to facilitate Aboriginal participation in apprenticeship and industry training.

Several Ministry initiatives and measures illustrate the province’s progress in building people
capacity and developing a culture of learning in Alberta. Recent global economic uncertainty
creates some capacity challenges for the advanced learning system. Participation rates for
Albertans aged 18-34 rose by one percentage point this year to 17%. Learners who have
previously left the education system to pursue employment have historically returned to the
system during times of economic uncertainty. Other learners may delay entry into the labour
market, preferring to continue their studies until the economic and employment outlook
improves.



14

Goal 2

Results Analysis AET Annual Report 2009-10
Discussion and Analysis of Results (continued)

The Ministry’s work in attracting and retaining international students demonstrates the
government’s commitment to ensuring Alberta’s quality advanced learning system is globally
recognized to help secure long-term social and economic benefits for the province. In 2008-09,
the number of international visa students registered at Alberta’s post-secondary institutions was
11,840, exceeding the Ministry’s target of 10,000. Results may reflect the good reputation of
Alberta’s post-secondary institutions internationally and improved data capture methods.

As well, Alberta’s transition rate of students moving from high school to post-secondary
education helps describe movement towards a culture of learning in the province. This rate has
risen over the last three years from 65.2% to 68.2%, but this year fell short of the 73% target. The
Ministry is striving to increase participation rates in post-secondary learning, and in certain
areas, rates are improving: for example, self-identified Aboriginal learners participating at
post-secondary institutions rose to 8,355 in 2008-09, exceeding the Ministry’s target of 7,800.

However, fostering a culture of learning in the province involves more than formal
post-secondary training: it depends on continuous learning at many levels and in many settings.
This year, the Ministry supported the Innovative Communities Connecting and Networking
(ICCAN) initiative connecting Community Adult Learning Councils, literacy organizations and
volunteer centres via videoconferencing to increase collaborative training opportunities,
especially in rural and remote communities. The Ministry also provided funding to a total of
208 literacy services, programs, and Community Adult Learning Councils in over 200
communities. Public agreement that programs, classes or courses are offered in locations
(including online) that are easily accessible remains high at 72%; however, this result misses the
Ministry target of 78%. While the perception of accessibility has declined 2% from the previous
year, regional post-secondary participation rates have not changed significantly and more
qualified applicants were accepted (5% fewer turn-aways system wide) during that period. These
indicators suggest that Albertans are consistently accessing learning opportunities around the
province, and that the system is meeting learner demand. Nonetheless, the Ministry continues
working to make programs and courses increasingly available across the province through a
variety of means, including community and online learning initiatives.

Central to the development of a knowledge-based and innovative province is people with the
right knowledge and skills, as they will be the most important resource in Alberta’s
knowledge-driven future. The province’s ability to seize new opportunities is dependent on a
population that can fully participate in society and the economy. This means building a culture
of lifelong learning where everyone understands the value and benefits of learning. It means
ensuring the advanced learning system is positioned to respond to a rapidly changing society
and economy by addressing the needs of diverse learners and breaking ground in new learning
pathways.
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Core Business3  Support research and its application and commercialization to grow a more diverse Alberta
economy and knowledge-based society
Goal3  Alberta’s research capacity supports excellence in research and innovation in strategic areas

Perf M Previous Years’ Current Endnotes

errormance lvieasures Results Results Targets pg
Total sponsored research revenue attracted by Alberta universities ($M) indicates the 683.4'  6615'  7193"  7609' 7912 7609 Q 151
research capability, capacity and competitiveness of Alberta’s universities (comprehensive 2004-05  2005-06 2006-07  2007-08  2008-09
academic and research institutions), and helps the Ministry understand the province’s progress
in research and innovation.
Total sponsored applied research revenue attracted by Alberta technical institutes and 13 3.72 5.8 6.7 134 58 R 151
colleges ($M) indicates the research capability, capacity and competitiveness of Alberta’s 2004-05 2005-06 2006-07  2007-08  2008-09 A
technical institutes and colleges, and helps the Ministry understand the province’s progress in
research and innovation.
Graduate students studying in Alberta is an indicator of Alberta’s progress in developing a 16,626 17,408° 17,7443 17,9383 18,574 19,100 D 147
knowledge-based economy. 2004-05  2005-06  2006-07  2007-08  2008-09 S 151
Percentage of graduate students studying in priority areas is an indicator of Alberta’s 32% 32% 33% 33% 33% 32% D 147
research and innovation capacity in areas of focus. 2004-05 2005-06 2006-07  2007-08  2008-09 4 T 151

Reviewed by the Office of the Auditor General
See page 10 for criteria used to select measures for review.

Target exceeded A
Target met > 4

Targetnotmet X
Notargetset QO

1 Restated. Previously, data were collected direct from institutions; now, data published for this measure come from CAUBO’s Financial
Information of Universities and Colleges report.

2 Restated. A reporting error in 2005-06 data has been corrected.

3 Restated. All measures derived from LERS data have been restated because of an updated methodology using Alberta Student
Number (ASN) values, which was instituted since targets were set. This methodology change has made targets for LERS-derived
measures less relevant than they would otherwise be.

Targets are considered to have
been met if the result falls within
5% of the target value.

Goal3 Discussion and Analysis of Results

Research capacity lays the foundation for innovation in Alberta, and leads the way to a more
diverse, knowledge-based economy. A globally competitive society needs a strong and
sustainable research and innovation system: one that supports research, enhances research
capacity, and facilitates strategic investments in research organizations. The Ministry supported
a strong and sustainable research and innovation system in Alberta this year through policy,
funding, and the creation of new research facilities and programs.

A significant Ministry achievement this year towards strengthening Alberta’s research capacity
was launching Alberta Innovates, a realigned research and innovation system positioned to
build on Alberta’s strengths in priority areas and make the province more competitive in a
global economy. To further our progress towards an aligned research and innovation system, the
Alberta Research Capacity Planning Framework (ARCPF) was developed in coordination with
the Alberta Access Planning Framework and Alberta Innovates corporations. The ARCPF is
designed to coordinate planning, prioritize research investments, and support the sustainable
and effective use of research resources for the benefit of Albertans. In addition to this
overarching framework, the Ministry implemented strategies aimed at priority areas including
bio-industries, energy and environment, health, and technology commercialization, that will
help Alberta achieve excellence and secure a globally competitive advantage in these areas. In
collaboration with the Ministry of Health and Wellness, Advanced Education and Technology
supported the development of Alberta’s Health Research and Innovation Strategy, which will
provide a strategic approach to health research investment. As well, the Ministry continued to
implement the Alberta Information and Communications Technology (ICT) Strategy to provide
ICT support for research and industry development in key areas. These initiatives coordinate
the province’s support for research so that effort is directed effectively and sustainably.
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Discussion and Analysis of Results (continued)

Government’s dedication to building Alberta’s research and innovation capacity continued this
year with funding to a number of programs supporting research and its application in fields of
strategic benefit to Alberta’s future. This year the Ministry committed $44.2 million over four
years through the Alberta Science and Research Investments Program (ASRIP) for 18 projects
that promote research excellence, innovation capacity, and initiatives in priority areas. As well,
$6.8 million over two years has been committed for equipment for new labs through the Small
Equipment Grants Program (SEGP) for 29 research projects aligned with Alberta’s innovation
priorities. At the end of its second year of operations, the NanoWorks Program has approved
over $11 million for 11 projects that will expand Alberta’s research capacity in nanotechnology
and develop new commercial applications based on that research. This continued investment
and support for enhanced research excellence demonstrates the government’s commitment to
building a prosperous and innovative province.

The quality, responsiveness, and sustainability of Alberta’s advanced learning and innovation
system will be key to positioning Alberta as a competitive jurisdiction in a global context. The
Ministry’s leadership and support for research excellence at Alberta post-secondary institutions
this year has produced several new collaborative, value-added research facilities and programs
that significantly advance key strategic priorities: health, sustainable production, and advanced
energy and gas technology. Additionally, the post-secondary system continued to attract
funding into the province, contributing to the growth of a diverse economy. This year,
sponsored research revenue at Alberta’s comprehensive academic and research institutions
increased by $30.3 million to $791.2 million. In addition, sponsored applied research revenue
attracted by Alberta technical institutes and colleges rose to $13.4 million, far exceeding the
Ministry’s target of $5.8 million. This dramatic increase is attributable to increased investment
in research capacity in the college and technical institute sector by the provincial and federal
governments.

The current economic environment demonstrates the importance of building a vibrant and
diverse economy that is less susceptible to natural resource revenue fluctuations. The Ministry’s
strategic leadership and investment over recent years have positioned Alberta’s advanced
learning and innovation system for success, maximizing the system’s capacity and
responsiveness to economic conditions and continuing our progress toward a knowledge-driven
future.

Collaboration across the research and innovation system will be critical to establishing the
province globally as a destination of choice for partnerships and cooperation in priority areas.
By working together with Alberta Innovates corporations, the Alberta Research and Innovation
Authority, partners, and stakeholders, the province is becoming well positioned to derive
significant economic, social and environment benefits for Albertans through focused
investment in research and innovation.
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Core Business3  Support research and its application and commercialization to grow a more diverse Alberta
economy and knowledge-based society
Goal4 Value captured from research and innovation drives Alberta’s future success in the next
generation economy
Previous Years' Current Endnotes

Performance Measures Results Results Targets pg
Alberta business expenditures on research and development ($M) provides an indication 864" 1,122 1,193 1,242 1,178 1,173 P 150
of the business climate for industrial research, which has the potential to produce innovative 2003 2004 2005 2006 2007

ideas, products and processes that can yield significant economic and social benefits for the

province.

Albertans employed by companies in priority areas:

as a number These indicators demonstrate Alberta’s economic growth 122,900 127,800 138,500 140,100
and diversification into high-tech or knowledge-based 2005 2006 2007 2008
sectors.

as a percentage of Albertans 6.9% 6.8% 7.1% 7.0%

employed in all companies 2005 2006 2007 2008

Percentage of Canadian venture capital invested in Alberta helps indicate the capacity 2.9% 1.3% 2.4% 5.3%
available to support innovation and knowledge industry growth. 2005 2006 2007 2008

135900 740,100 N 149
2009

6.8% 7.3%

2009 )¢
7.0% 3.0% 0O 150
2009 A

Reviewed by the Office of the Auditor General
See page 10 for criteria used to select measures for review.

1 Restated. Historical data is regularly revised by Statistics Canada to reflect new data available on business expenditures on research
and development in Alberta.

Goal 4

Discussion and Analysis of Results

Target exceeded A
Target met >4
Targetnotmet X
Notargetset QO

Targets are considered to have
been met if the result falls within
5% of the target value.

Alberta’s future growth and prosperity requires a diverse, innovative, productive, and
knowledge-based economy. Economic success depends on capturing value from research and
innovation and attracting, developing, and retaining successful knowledge-based companies.
The Ministry is leading the province towards this future by fostering business opportunities,
attracting corporate investments and venture funding, and adopting policies conducive to the

commercialization of new knowledge.

Building and developing knowledge-based industries is important to Alberta’s long-term success
in today’s competitive, global environment. To help the province become a globally preferred
destination for turning ideas into products and services, the Ministry implemented strategies
identified in Alberta’s Action Plan: Bringing Technology to Market, including the Innovation
Voucher Pilot Program awarding $11 million in vouchers to help entrepreneurs develop their
ideas. Other strategies included the creation of business development and product
commercialization centres, and support for the Youth Technopreneurship Program with

$220,000 in funding to support nine business plan competitions for youth.

Another significant achievement this year was launching the Alberta Innovates Connector
Service, providing one-window access to Alberta’s research and innovation network. In its first
three months of operation, the service worked with over 200 clients to guide innovative
businesses, entrepreneurs, researchers, investors, business service providers, and others through
Alberta’s research and innovation network. The Connector Service promotes a client-oriented
culture by supporting accessible, effective client support and connections to the most

appropriate programs or services.
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Discussion and Analysis of Results (continued)

This year, the Ministry promoted a supportive investment environment for innovation
companies through several programs, frameworks, and activities. Partnering with the federal
government through Western Economic Diversification Canada, the Ministry launched the
Alberta International Business Partnering Program (AIBPP) to expand the international market
reach of firms in the life sciences and information and communications technology sectors. The
AIBPP will provide highly focused information and training to build partnerships between
Alberta and target markets. As well, the Post-Secondary Industry Collaboration Framework has
been developed to establish processes helping the Ministry and post-secondary institutions
work together effectively to attract, retain and develop relationships with key industry partners.
The anticipated outcome is industry-relevant, collaborative research that contributes to and
accelerates technology commercialization in Alberta.

To encourage an investment environment supportive of technology industries, the Ministry
conducted a number of international missions and signed international agreements on science
and technology collaboration. Through strategies identified in Alberta’s Action Plan: Bringing
Technology to Market, and by increasing access to training in priority areas, the province is
working to meet current and long-term labour and economic needs. Indicators of Alberta’s
economic diversification into high-tech and knowledge-intensive areas include the number and
relative percentage of Albertans employed by companies in priority areas. These results fell
slightly in 2009 to 6.8% missing the Ministry’s target of 7.3%. This relative decrease of employees
in priority areas may be influenced by the state of the global economy and high-tech industries:
for example, the state of the energy sector (a strong driver of technology), and competition for
knowledge workers in neighbouring jurisdictions.

The medium- and long-term development of the province’s priority areas is influenced by access
to venture capital. To strengthen venture capital in Alberta, the Alberta Enterprise Corporation
invests in venture capital funds that finance early-stage, knowledge-based companies. In
2009-10, the Corporation commenced program activities and has made two investments in
venture capital funds, improving access to capital for Alberta entrepreneurs. The percentage of
Canadian venture capital invested in Alberta in 2009 was 7%, far exceeding the Ministry target
of 3%. This result may be attributed to the fact that the larger Canadian provincial venture
capital markets’ investment levels continued downward in 2009 (Ontario, Quebec and British
Columbia). Although Alberta’s venture capital investment levels dropped marginally in 2009, the
overall result was a relative increase in Alberta venture capital investments out of the Canadian
total.

The development of new knowledge reaches its full potential when industry, government, and
academia use it to address economic opportunities and social and environmental needs. While
Alberta’s economy remains vulnerable to global shifts in demand and commodity prices,
government can play a key role in promoting economic diversification and developing an
entrepreneurial spirit conducive to commercializing new knowledge: namely, adopting policies
to attract, develop and retain innovative knowledge-driven companies. To ensure Alberta’s
long-term prosperity, the Ministry will continue to work with advanced learning and innovation
system partners to attract investments in research, innovation and commercialization to
diversify our economy and position the province for success in a knowledge-driven future.
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Financial Highlights

Note on Scope of Reporting

The Fiscal Plan documents (budget and quarterly) report on a narrower scope than the audited
Consolidated Financial Statements in the Annual Report. The broader scope in the Consolidated
Financial Statements includes revenue, expense, assets and liabilities of Crown-controlled SUCH
sector entities (post-secondary institutions) and Alberta Innovates corporations, on a
“line-by-line” basis.

The following tables reflect the same scope of reporting as Budget 2009 and the 2009-10
quarterly fiscal updates (the Fiscal Plan basis) and include the net impact of SUCH sector
entities, Alberta Innovates corporations and pension liabilities as a single line item.

("SUCH?” stands for “Schools, Universities, Colleges and Hospitals”; however, the SUCH sector
entities that pertain to Advanced Education and Technology are solely post-secondary
institutions.)

Revenue (in thousands)
2010 2009
Budget Actual Actual
Transfers from Government of Canada $ 525520 S 632,602 $ 543,761
Internal Government Transfers 192,800 189,234 183,296
Other Revenue 77,694 56,873 72,896
Total Revenue (Fiscal Plan Basis) 796,014 878,709 799,953
Post-Secondary Institutions and Alberta Innovates Corporations — 2,469,137 2,257,956
Total Revenue (Ministry Consolidated Financial Statements Basis) S 796,014 § 3,347,846 $ 3,057,909

A discussion of the main sources of revenue on a fiscal plan basis for 2009-10 is below. Additional
detail on the Ministry’s revenues can be found in Schedule 1 of the Ministry Financial Statements
on page 37.

Transfers from the Government of Canada primarily consist of $531 million (2009 - $516 million)
for Canada Social Transfers and $98 million (2009 - $19 million) from the Government of
Canada for post-secondary facilities infrastructure.

Internal Government Transfers include $105 million from the Lottery Fund for various Ministry
programs and $36 million from the Alberta Heritage Scholarship Fund for Heritage Scholarships.
It also includes a $48 million transfer from the Advanced Education Endowment to support the
Access to the Future Fund.

Other Revenue primarily consists of $33 million (2009 - $47 million) for contract research
revenues at the Alberta Research Council (now Alberta Innovates — Technology Futures),
$5 million for interest on outstanding student loans and $5 million related to apprenticeship
marketing activities.

Major sources of revenue for SUCH sector entities include grants, donations, tuition and
ancillary services. For Alberta Innovates, primary sources of revenue shown are grants and
contract revenue.
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Expense by Function (in thousands)
2010 2009
Budget Actual Actual
Education $2,933,839 $ 3,116,569 $ 3,208,628
Agriculture, Resource Management and Economic Development 209,733 198,039 222,967
General Government — — 69
Total Expense (Fiscal Plan Basis) 3,143,572 3,314,608 3,431,664
Post-Secondary Institutions and Alberta Innovates Corporations — 1,726,078 1,342,014
Total Expense (Ministry Consolidated Financial Statements Basis) $ 3,143,572 $ 5,040,686 S 4,773,678

On a fiscal plan basis (excludes pension provisions, Alberta Innovates and Post-Secondary
Institutions), expenses were $171 million more than originally budgeted, primarily due to
additional funding approvals for post-secondary facilities infrastructure. Of this higher spending,
$98 million was offset by a transfer from the federal government under the Knowledge
Infrastructure Program. Spending was $117 million less than the prior year, primarily due to
winding down of spending on post-secondary facilities infrastructure as approved projects near
completion, lapses to meet in-year value review savings targets and the transfer of responsibility
for certain department programs to Alberta Innovates effective January 1, 2010.

SUCH sector and Alberta Innovates expenses relate directly to these entities operating expenses
and include salaries and wages, supplies and services, pension liabilities expenses and
amortization of buildings and other assets.
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Ministry of Advanced Education and Technology

Consolidated Financial Statements

March 31 - 2010 Audited Information

Auditor’s Report

Consolidated Statements of Operations

Consolidated Statements of Financial Position

Consolidated Statements of Cash Flows

Notes to the Consolidated Financial Statements

Schedules to the Consolidated Financial Statements

1

2

Consolidated Revenues

Consolidated Expenses Directly Incurred Detailed by Object
Consolidated Reconciliation of Budget with Actuals
Consolidated Related Party Transactions

Consolidated Allocated Costs

Consolidated Cash and Temporary Investments
Consolidated Portfolio Investments

Entities Included in the Consolidated Financial Statements
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AUDITOR

GENERAL
Alberta

Auditor’s Report

To the Members of the Legislative Assembly

I have audited the consolidated statements of financial position of the Ministry of Advanced
Education and Technology as at March 31, 2010 and 2009 and the consolidated statements of
operations and cash flows for the years then ended. These financial statements are the
responsibility of the Ministry’s management. My responsibility is to express an opinion on these
financial statements based on my audits.

I conducted my audits 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 Ministry as at March 31, 2010 and 2009 and the results of its operations
and its cash flows for the years then ended in accordance with Canadian generally accepted
accounting principles.

original signed by

Merwan N. Saher, CA

Auditor General
Edmonton, Alberta

June 16, 2010
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Ministry of Advanced Education and Technology

Consolidated Statements of Operations

Year ended March 31
2010 2009
Actuals Actuals
Revenues (Schedule 1) feered
Internal Government Transfers S 465,745 S 424,002
Transfers from Government of Canada 942,104 852,125
Investment Income (Loss) 111,530 (386)
Premiums, Fees and Licenses 7,022 11,100
Tuition and Non-Credit Courses 840,854 774,875
Sales, Rentals and Services 656,127 647,100
Donations, Grants and Contributions 314,441 337,121
Other Revenue 10,023 11,972
3,347,846 3,057,909
Expenses — Directly Incurred (Note 2b and Schedule 2)
Public Post-Secondary Institutions 4,498,270 4,197,510
Alberta Innovates Corporations 153,870 187,646
Alberta Enterprise Corporation 2,084 53
Department and Access to the Future Fund
Support for Adult Learning 66,291 94,127
Support to Post-Secondary Learners 214,514 185,655
Apprenticeship Delivery 31,823 33,994
Alberta Centennial Education Savings Plan 16,782 11,201
Research and Innovation Capacity 12,605 13,638
Technology Commercialization 16,347 22,040
Ministry Support Services 27,510 27,143
Valuation Adjustment 590 671
Ministry Expense 5,040,686 4,773,678
Loss on Disposal of Tangible Capital Assets 2,340 2,321
Write-down of Tangible Capital Assets 861 2,793

Ministry Net Operating Results

$(1,696,041)

$(1,720,883)

The accompanying notes and schedules are part of these consolidated financial statements.

23

(in thousands)
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Ministry of Advanced Education and Technology

Consolidated Statements of Financial Position

as at March 31
2010 2009
(Restated)
Assets
Cash and Temporary Investments (schedule 6) S 2,418,738 $ 2,332,854
Accounts Receivable and Other Assets (Note 4) 382,641 380,440
Portfolio Investments (Note 5 and Schedule 7) 2,179,308 1,978,734
Loans Receivable (Note6) 320,703 256,334
Tangible Capital Assets (Note7) 5,777,138 4,926,623
Inventory 40,703 37,279
Prepaid Expenses 35,117 26,468
$11,154,348  § 9,938,732
Liabilities
Accounts Payable and Accrued Liabilities (Note) S 746,416 $ 641,870
Unearned Revenue (Note9) 911,323 823,501
Other Long Term Liabilities (Note 10) 642,660 580,138
Accrued Pension Benefits (Note 17) 207,188 142,525
2,507,587 2,188,034
Net Assets
Opening Net Assets (Note3) 7,750,698 6,536,204
Net Operating Results (1,696,041)  (1,720,883)
Increase in Endowments (Note 14) 100,504 27,304
Net Financing Provided from General Revenues 2,491,600 2,908,073
Net Assets at End of Year 8,646,761 7,750,698
$11,154,348  § 9,938,732

Contractual Obligations (Note 11)

The accompanying notes and schedules are part of these consolidated financial statements.

AET Annual Report 2009-10

(in thousands)
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Ministry of Advanced Education and Technology

Consolidated Statements of Cash Flows

as at March 31

2010

2009

Operating Transactions
Net Operating Results
Non-cash Items included in Net Operating Results
Amortization
Write-down of Portfolio Investments
Write-down of Tangible Capital Assets
Adjustment to Tangible Capital Assets
Loss on Disposal of Tangible Capital Assets
Donation of Capital Assets
Capital Assets Transferred In
(Gain) Loss on Investment in Government Business Enterprise
Valuation Adjustments
Provision for Employee Future Benefits
Provision for Future Cost of Student Loans Issued
Net Fair Value Adjustment to Temporary Investments

Provision for Vacation Pay and Other Provisions

(Increase) Decrease in Accounts Receivable

Increase in Prepaid Expenses

Increase in Inventory

Increase (Decrease) in Accounts Payable and Accrued Liabilities
Increase in Unearned Revenue

Cash Applied to Operating Transactions

Capital Transactions
Acquisition of Tangible Capital Assets (Note7)
Donated Capital Assets
Capital Assets Transferred Out
Proceeds from Disposal of Tangible Capital Assets

Cash Applied to Capital Transactions

Investing Transactions
Net Change in Loans Receivable
Net Purchase of Portfolio Investments

Cash Applied to Investing Transactions

Financing Transactions
Net Financing Provided from General Revenues
Contributions to Endowment
Debt Issues
Debt Retirement
Adjustment to Opening Net Assets
Other

Cash Provided by Financing Transactions

Increase in Cash

Cash and Temporary Investments, Beginning of Year

Cash and Temporary Investments, End of Year

$(1,696,041)

(Restated)

$(1,720,883)

362,454 333,765
5,174 42,938

861 2,321

— 724

2,340 2,793
(28,900) (46,793)
(1,033) (6,586)
(87) 2,150
64,663 27,399
61,421 45,132
2,291 1,202
590 671
(1,226,267)  (1,315,167)
(2,201) 47,354
(8,649) (8,423)
(3,424) (2,040)
105,100  (135,123)
87,822 14,586
(1,047,619)  (1,398,813)
(1,219,520)  (920,020)
28,900 46,793
4,307 1,038
2,198 6,304
(1,184,115)  (865,885)
(126,934) (81,451)
(204,310) (28,849)
(331,244)  (110,300)
2,491,600 2,908,073
100,504 78,729
102,268 124,790
(44,715) (21,362)
— 135,652
(795) (5,687)
2,648,862 3,220,195
85,884 845,197
2,332,854 1,487,657
$ 2,418,738 $ 2,332,854

The accompanying notes and schedules are part of these consolidated financial statements.
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(in thousands)
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Note 1

Note 2

(a)

(b)

Ministry of Advanced Education and Technology AET Annual Report 2009-10

Notes to the Consolidated Financial Statements

March 31,2010

Authority and Purpose

The Minister of Advanced Education and Technology has been designated as responsible for various Acts
by the Government Organization Act, Chapter G-10, revised Statutes of Alberta 2000 and its regulations.
Below are the organizations that form the Ministry of Advanced Education and Technology and the
authority under which each organization operates.

Organization Authority

Department of Advanced Education and Technology Government Organization Act
Access to the Future Fund Access to the Future Act

Alberta Enterprise Corporation Alberta Enterprise Corporation Act
Alberta Innovates Corporations (Schedule 8) Alberta Research and Innovation Act
Public Post-Secondary Institutions (Schedule8) Post-secondary Learning Act

In support of Alberta’s vision, Advanced Education and Technology’s purpose is to assist Alberta to be a
learning and innovative society.

Summary of Significant Accounting Policies and Reporting Practices

These financial statements are prepared primarily in accordance with Canadian generally accepted
accounting principles for the public sector as recommended by the Public Sector Accounting Board of the
Canadian Institute of Chartered Accountants. The PSAB financial statements presentation standard for
government summary financial statements has been modified to more appropriately reflect the nature of
the Ministry, which includes the financial statements of the Department and its controlled entities on a
line-by-line consolidation basis.

Reporting Entity

The reporting entity is the Ministry of Advanced Education and Technology, for which the Minister of
Advanced Education and Technology is accountable. The accounts of the Department are fully
consolidated with the entities listed in Schedule 8 on a line-by-line basis. Revenue and expense, capital,
investing and financing transactions and related asset and liability accounts between the consolidated
entities have been eliminated. The threshold for recognizing inter-entity transactions among SUCH sector

entities (Schools, Universities, Colleges and Hospitals) and between SUCH sector entities and other
government controlled entities is $1,000,000 for particular transaction types and balances.

The year-end of colleges and technical institutes is June 30. Transactions of these organizations that have
occurred between the period July 1, 2009 to March 31, 2010, and that significantly affect the consolidated
accounts, have been recorded.

The Ministry Annual Report for the year ended March 31, 2010 includes summary financial information
compiled from Public Post-Secondary Institutions’ audited financial statements for the year ended

June 30, 2009 for the colleges and technical institutes and March 31, 2010 for the universities and The
Banff Centre.

On January 1, 2010, the Ministry established the four Alberta Innovates Corporations (the Corporations).
2009 comparatives are presented as though Corporations had always existed.

Basis of Financial Reporting
Revenues

All revenues are reported on the accrual basis of accounting. Cash received for which goods or services
have not been provided by year end is recorded as unearned revenue. Externally restricted revenue is
recognized as revenue in the period in which the resources are used for the purpose specified. Funds
received prior to meeting the criterion are recorded as unearned revenue until the resources are used for
the purpose specified.

Internal Government Transfers

Internal government transfers are transfers between entities within the government reporting entity where
the entity making the transfer does not receive any goods or services directly in return.
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Note2  Summary of Significant Accounting Policies and Reporting Practices (continued)

Transfers from Government of Canada

Transfers from Government of Canada are recognized as revenues when authorized by federal legislation
or federal/provincial agreements, eligibility criteria if any are met, and a reasonable estimate of the
amounts can be made.

Expenses
Directly Incurred
Directly incurred expenses are those costs the Ministry has primary responsibility and accountability for.

In addition to program operating expenses such as salaries and supplies, directly incurred expenses also
include:

» amortization of tangible capital assets.
» inventory consumed.

» pension costs which comprise the cost of employer contributions for current service of employees
during the year.

» valuation adjustments which include changes in the valuation allowances used to reflect financial assets
at their net recoverable or other appropriate value. Valuation adjustments also represent the change in
management’s estimate of future payments arising from obligations relating to student loans and
vacation pay.

Grants are recognized as expenses when authorized, eligibility criteria if any are met, and a reasonable
estimate of the amounts can be made.
Incurred by Others

Services contributed by other entities in support of the Ministry operations are disclosed in Schedule 5.

Assets

Financial assets of the Ministry are limited to cash and financial claims, such as advances to and
receivables from other organizations, employees, students and other individuals.

Loans receivable are recorded at cost net of the allowance for loan relief completion payments, the
allowance for impaired loans and the allowance for loan subsidy.

Inventories held for resale are valued at the lower of cost or net realizable value.
Temporary investments are valued at the lower of cost or market.

Portfolio investments are recorded at cost. Gains and losses on investments are recognized when an
investment is sold or when there is a permanent impairment in the value of an investment.

Tangible capital assets of the Ministry are recorded at historical cost and amortized on a straight-line basis
over the estimated useful lives of the assets. The threshold for capitalizing new systems development is
$250,000 and the threshold for major enhancements is $100,000. The threshold for all other tangible
capital assets is $5,000. Certain entities have a threshold of $1,000, but were not aligned for consolidation
purposes.

When physical assets (tangible capital assets and inventories) are gifted or sold for a nominal sum, the fair
values of these physical assets less any nominal proceeds are recorded as grants in kind. Unrealized gains
and losses on transfers to controlled entities are eliminated on consolidation.

Post-secondary institutions have collections consisting of historical artifacts and provincial, national and
international works of art. The value of these collections is not recognized in the financial statements.
(2010 - $152,389,000 — 2009 - $147,553,000)

Donated tangible capital assets are recorded at their fair value at the time of contribution.

Inventory is valued at the lower of cost and net realizable value. Cost is determined on a first-in, first-out
basis.

Expenses for patents owned by the Ministry as a result of research activity are not capitalized due to the
uncertain value of benefits that may accrue to the Ministry.

Expenses on the acquisition or development of other intangible assets including intellectual capital are not
capitalized as currently there is no acceptable methodology for measuring the value of future benefits
accruing to the Ministry.
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Summary of Significant Accounting Policies and Reporting Practices (continued)
Liabilities
Liabilities are recorded to the extent that they represent present obligations as a result of events and

transactions occurring prior to the end of fiscal year. The settlement of liabilities will result in sacrifice of
economic benefits in the future.

Net Assets

Net assets represent the difference between the carrying value of assets held by the Ministry and its
liabilities.

Valuation of Financial Assets and Liabilities

Fair value is the amount of consideration agreed upon in an arm’s length transaction between
knowledgeable, willing parties who are under no compulsion to act.

The fair values of cash and temporary investments, accounts receivable, accounts payable, accrued
liabilities and unearned revenue are estimated to approximate their carrying values because of the
short-term nature of these instruments. The fair value of long-term debt approximates its carrying value as
interest rates approximate the market value. The fair values of loans receivable and liability for student
loans issued are not reported as there is no organized financial market for these instruments and it is not
practicable within constraints of timeliness or cost to estimate the fair values with sufficient reliability.

Payments under Agreements
The Ministry entered into agreements with the Federal Government to provide services on its behalf.

Expenses incurred and revenue earned in the provision of services under these agreements are recorded in
the records of the Federal Government and are not included in these consolidated financial statements.
Amounts paid and recovered under agreements are disclosed in Note 13.

Measurement Uncertainty (in thousands)

Measurement uncertainty exists when there is variance between the recognized or disclosed amount and
another reasonably possible amount.

The areas with measurement uncertainty are:

» the allowance for loan relief completion payments of $71,788 (2009 - $54,975),
» the allowance for impaired loans amounting to $36,499 (2009 - $30,416),

» the liability for student loans issued amounting to $1,691 (2009 - $2,423) and
» the allowance for loan subsidy amounting to $18,068 (2009 - $9,741).

The Ministry has made certain estimates in the following areas:

» The number of students exceeding their maximum debt limit in determining the allowance for loan
relief completion payments.

» Recovery and default rates in the determination of the allowance for impaired loans.

» Future interest, and student loan amortization periods in the determination of the allowance for loan
subsidy.

» Future interest, recovery and default rates in the determination of the liability for student loans.

With respect to the UAPP, the plan’s actuary has made certain estimates and assumptions in the
determination of the March 31, 2010 extrapolated results. Assumptions include an amortization period
based upon the estimated average remaining service life of approximately 11.3 years (2009 - 10.5 years), a
discount rate of 6.9% (2009 - 6.7%), an inflation rate of 2.25% (2009 - 3.7%) and a salary escalation rate of
3.5% (2009 - 6%).

Changes in these estimates could materially impact the allowance for loan relief completion payments, the
allowance for impaired loans, the allowance for loan subsidy, the liability for student loans issued and the
unfunded liability for the Universities Academic Pension Plan.
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Note2  Summary of Significant Accounting Policies and Reporting Practices (continued)

Government Endowment Funds for Research and Scholarships

The Alberta Heritage Foundation for Medical Research Endowment Fund was continued under the
Alberta Research and Innovation Act for the purpose of supporting medical research. The Alberta Heritage
Science and Engineering Research Endowment Fund was also continued under the Alberta Research and
Innovation Act for the purpose of supporting science and engineering research. The Alberta Heritage
Scholarship Fund operates under the Alberta Heritage Scholarship Act for the purpose of investing the
endowment funds to make income available for scholarships.

The Ministry of Finance and Enterprise controls these endowments, however the Ministry of Advanced
Education and Technology has an economic interest in the endowments as they assist in funding Ministry
programs. Additional information on these endowments can be found on Note 15.

Note3 Changes in Accounting Policy (in thousands)

The Public Post-Secondary Institutions were previously included on a modified equity basis and are now
accounted for on a consolidated basis. This accounting policy change has been implemented retroactively
with the restatement of prior year numbers.

Net assets at the beginning of the year have been restated resulting from accounting policy changes from
modified equity basis to line-by-line consolidation. The results of the restatements are described in the

following table:
March 31, 2009
As Previously  Increase /
Reported (Decrease)  As Restated
Revenues S 650,501 $ 2,407,408 S 3,057,909
Expenses 3,438,103 1,340,689 4,778,792
Net Operating Results (2,787,602) 1,066,719  (1,720,883)
Net Financing provided from General Revenues 2,908,073 — 2,908,073
Net Assets at March 31, 2008 2,864,941 3,671,263 6,536,204
Increase in Endowments — 27,304 27,304
Net Assets at March 31, 2009 $ 2,985,412 $ 4,765,286 S 7,750,698
Note4 Accounts Receivable and Other Assets (in thousands)
2010 2009
Allowance Net Net
Gross for Doubtful ~ Realizable Realizable
Amount Accounts Value Value
(Restated)
Accounts Receivable $ 365466 S (3,538) $ 361,928 $ 355,535
Other Assets 20,713 — 20,713 24,905

$ 386179 $  (3,538) $ 382,641 $ 380,440

Accounts receivable are unsecured, non-interest bearing and reported at their net realizable value.
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Asset-Backed Securities (in thousands)

The Canadian market for third party or non-bank sponsored asset-backed commercial paper (‘ABCP”)
suffered a liquidity disruption in mid-August 2007, following which a group of market participants
including major investors, banks, asset providers, dealers, and third-party sponsors, agreed to work
collectively to restructure this market segment.

The University of Alberta and the University of Calgary, both which are accounted for on a line-by-line
basis, incurred a recovery on ABCP totalling $17,000 (2009 - write-down of $44,000) of which $16,000
(2009 - write-down of $42,000) relates to the ABCP subject to the Accord. These recoveries are not
included in the consolidated statements, but the balance of the investments are found in Portfolio
Investments as Advanced Education and Technology follows PSAB accounting standards where fair value
adjustments are not made when they are upward in nature. As at March 31, 2010, the remaining estimated
fair value of these investments in ABCP was $115,000 (2009 - $131,000).

Loans Receivable (in thousands)
2010 2009
Loans Receivable S 447,058 $ 351,466
Less:
Allowance for Loan Relief Completion Payments (71,788) (54,975)
Allowance for Impaired Loans (36,499) (30,416)
Allowance for Loan Subsidy (18,068) (9,741)

$ 320,703 $ 256,334

Effective August 2001, under the terms of the Alberta Student Loan Program, loans are provided by the
Ministry to qualifying students at interest rates prescribed by the Minister of Advanced Education and
Technology.

Loans receivable are stated at cost net of the allowance for loan relief completion payments, the allowance
for impaired loans and the allowance for loan subsidy.

Loans become payable and interest is earned when students discontinue their studies or graduate. When
loans receivable are classified as impaired, interest ceases to accrue. Loans are unsecured and are repayable
to a maximum term of 114 months.

Loan relief completion payments on Alberta Student Loans are available to students who complete their
studies and have assumed a total combined indebtedness of Canada and Alberta Student Loans exceeding
established debt limits.

The allowance for impaired loans is a general provision that estimates the amount of loans receivable that
will be impaired. The key assumptions used to determine this provision are default and recovery rates.

Loans receivable are classified as impaired when:

» there is no longer reasonable assurance as to the timely collection of the full amount of principal or
interest, or

» the borrower has failed to make payments for a period of 150 days, or
» interest is owing to the Province for a period of 180 days.

Effective April 1, 2008, the interest rates on student loans were reduced to a floating rate of prime or a
fixed rate of prime plus 2%. The change was applied to all outstanding loans and the Province will not
receive interest payments over the term of the loans to fully cover the Government’s cost of financing the
loan portfolio. The allowance for loan subsidy is a provision that reflects the future benefit provided to
students as a result of the favourable loan terms. Changes in future year estimates are expensed and are
amortized over the estimated life of the student repayment period.
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(in thousands)

2010 2009
Computer
Land Hardware and
Land Building  Improvement Equipment Software Total Total
@) () (Restated)
Estimated Useful Life 3-50years 10-40years  2-25years  3-25years
Historical Cost (1)
Beginning of year $ 195968 $ 5929554 $ 19,505 $ 1,914,724 § 829972 § 8,889,723 $ 8,027,704
Additions (2) 946 943,172 3,151 219,747 52,504 1,219,520 920,020
Transfers — 1,033 — (530) (3,777) (3,274) 6,587
Disposals, including write-downs — (1,938) — (22,033) (34,135) (58,106) (73,815)
Adjustments 625 (2,236) — (8,595) 10,535 329 9,227
197,539 6,869,585 22,656 2,103,313 855,099 10,048,192 8,889,723
Accumulated Amortization
Beginning of year — 2,112,113 5,522 1,174,393 671,072 3,963,100 3,689,025
Amortization expense — 142,246 705 148,369 71,134 362,454 333,765
Effect of disposal including — (3,685) — (16,019) (33,041) (52,745) (60,627)
write-downs
Adjustments — (1,088) — (1,664) 997 (1,755) 937
— 2,249,586 6,227 1,305,079 710,162 4,271,054 3,963,100
Net Book Value at March 31,2010 $ 197,539 $4619999 $ 16429 S 798234 $ 144937 $ 5,777,138
Net Book Value at March 31, 2009 $ 195968 $3816844 $ 13983 $ 740927 $ 158,901

$ 4,926,623

(1) Historical cost includes work-in-progress at March 31, 2010 totaling $1,542,953 comprised of Building and Site improvements - $1,499,003,

Equipment - $19,864, and Computer Hardware and Software - $24,086.
(2) Additions include donated capital assets in the amount of $28,842.
(3) Building includes site and leasehold improvements.
(4) Equipment includes vehicles, heavy equipment, office equipment and furniture, other equipment and library materials.

Accounts Payable and Accrued Liabilities

2010 2009

(Restated)
Accounts Payable $ 10460 S 9,057
Accrued Liabilities 734,265 630,390
Liabilities for Student Loans Issued (a) 1,691 2,423
$ 746416 $ 641,870

(in thousands)

(@) Prior to August 2001, financial institutions issued loans under guaranteed and non-guaranteed risk share initiatives to Alberta students.
These student loans result in a liability to the government for loan relief completion payments, interest, guarantees and risk premium.

Unearned Revenue

2010 2009

(Restated)

Restricted Contributions () $ 787972 S 705318

Unearned Service Revenue (b) 123,351 118,183

$ 911,323 § 823,501

(@) Contributions have been restricted by third parties.

(b) Payments received prior to service being provided, primarily tuition payments, are recorded as unearned service revenue.

(in thousands)
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Note10 Other Long Term Liabilities (in thousands)

Average Book Value  Book Value

Maturity  Interest Rate 2010 2009

(b) (b)

(Restated)

Debentures () June 2011 - 520% $ 617,232 $ 525,794
December 2047

Bank Loan May 2010 4.11% 1,835 30,918
Mortgages 1.34% 1,808 6,280
Others 13,010 9,864

633,885 572,856

Liabilities under Capital Leases (0 8,775 7,282

$ 642660 $ 580,138

(a) Debentures are payable to ACFA.
(b) Book value approximates fair market value.
(c) The calculation of the liabilities under capital leases are as follows:

2010 2009
Liabilities, beginning of the year $ 7,282 § 4,880
Additions to liabilities during the year 4,218 5,166
Principal payments (2,725) (2,764)
Liabilities, end of year S 8,775 $ 7,282

Principal repayments in each of the next five years and thereafter are as follows:

2010-11 S 24434

2011-12 29,098
2012-13 26,285
2013-14 26,288
2014-15 26,190

Thereafter 510,365

$ 642,660
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Note 11 Contractual Obligations (in thousands)

Contractual obligations are obligations of the Ministry to others that will become liabilities in the future
when the terms of those contracts or agreements are met.

2010 2009
(Restated)
Obligations under Operating Leases, Contracts and Programs $ 1,626,098 S 1,555,264
Loans and Advances Approved (a) 4,998 3,891
Obligations under Capital Leases
Operations and Maintenance Payments — 5114
Capital Payments 8,775 2,169

$ 1,639,871 $ 1,566,438

(@) Loansand Advances Approved are comprised of uncashed student loans.

Estimated payment requirements for each of the next five years and thereafter are as follows:

2010
Obligations
under
Operating
Leases, Loansand  Obligations
Contractsand  Advances under

Programs Approved Capital Leases Total

2010-11 $ 802,717 $ 4998 $ 2,790 § 810,505
2011-12 379,895 — 2,973 382,868
2012-13 213,619 — 1,884 215,503
2013-14 89,540 = 760 90,300
2014-15 49,611 — 542 50,153
Thereafter 90,716 — 385 91,101
Less Amount Representing Interest = = (559) (559)

$ 1,626,098 $ 4,998 § 8,775 $ 1,639,871

Note 12 Contingent Liabilities (in thousands)

At March 31, 2010, the Ministry of Advanced Education and Technology was named as a defendant in 12
(2009 - 12) specific legal actions. The total claimed in 11 (2009-10) actions approximate $72,884

(2009 - $73,035). For the other claims, no specified amounts have yet been claimed; the amount of these
claims will be determined at trial.

The resulting loss, if any, from these claims cannot be determined.

The Public Post Secondary Institutions also entered into employment contracts that included a
commitment to provide or guarantee housing loans in the amount of $1,589 (2009 - $2,078).
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Note 13 Payments under Agreement (in thousands)

The Department has entered into agreements to deliver programs that are fully funded by the Government
of Canada. Costs incurred under these agreements are made by the Ministry under authority of the
Financial Administration Act, section 25. Accounts receivable includes $17,844 (2009 - $12,207) and
accounts payable and accrued liabilities includes $6,524 (2008 - $4,402) relating to payments under
agreement.

Amounts paid and payable under agreements on behalf of the Government of Canada:

2010 2009
Canadian Millennium Scholarship Foundation
Canadian Millennium Scholarships S 1,268 $ 31,612
Government of Canada
Canada Study Grants 586 6,803
Canada Access Grants 153 4,471
Canada Student Grants 61,811 —
French Minority Language Education and French Second Language Instruction 1,774 3,945
$ 65592 $ 46,831
Note 14 Endowmen ts (in thousands)
2010 2009
Beginning Balance $ 1,283,293 $ 1,255,989
Contributions 103,279 78,729
Capitalization of Investment Earnings 12,981 (3,383)
Net Transfers to Unrestricted Net Assets / Deferred Contributions (15,756) (48,042)
$ 1,383,797 $ 1,283,293
Note 15 Government Endowment Funds for Research and Scholarships (in thousands)
Net Assets
2010 2009

Value at Cost Market Value Value at Cost Market Value

Alberta Heritage Foundation for Medical Research Endowment Fund $ 1,248,898 §$ 1,287,950 $ 1,174,262 $ 1,154,034
Alberta Heritage Science and Engineering Research Endowment Fund 707,886 728,419 657,562 645,019
Alberta Heritage Scholarship Fund 692,303 712,637 644,718 619,140

$ 2,649,087 $ 2,729,006 $ 2,476,542 $ 2,418,193

These funds are included in the financial statements of Alberta Finance and Enterprise.

Note16  Trust Funds Under Administration (in thousands)

The Ministry administers trust funds that are regulated funds consisting of public money over which the
Legislature has no power of appropriation. Because the Province has no equity in the funds and
administers them for the purpose of various trusts, they are not included in the Ministry’s financial
statements. Total net assets of trust funds under the administration of the Ministry at March 31, 2010 were
$16,322 (2009 - $22,141).
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Note 17 Benefit Plans (in thousands)

Ministry Pension Plans

The Ministry participates in the multi-employer pension plans: Management Employees Pension Plan,
Local Authorities Pension Plan and Public Service Pension Plan. The Ministry also participates in the
multi-employer Supplementary Retirement Plan for Public Service Managers. The expense for these
pension plans is equivalent to the annual contributions of $109,824 for the year ended March 31, 2010
(2009 - $96,799).

At December 31, 2009, the Management Employees Pension Plan reported a deficiency of $483,199
(2009 - deficiency $568,574), the Local Authorities Pension Plan reported a deficiency of $3,998,614
(2008 - $4,143,971) and the Public Service Pension Plan reported a deficiency of $1,729,196

(2008 - deficiency $1,187,538). At December 31, 2009, the Supplementary Retirement Plan for Public
Service Managers had a deficiency of $39,516 (2008 - deficiency $7,111).

The Ministry also participates in two multi-employer Long Term Disability Income Continuance Plans. At
March 31, 2010, the Bargaining Unit Plan reported an actuarial deficiency of $8,335 (2009 - $33,540) and
the Management, Opted Out and Excluded Plan reported an actuarial surplus of $7,431 (2009 - deficiency
of $1,051). The expense for these two plans is limited to the employer’s annual contributions for the year.

Certain consolidated entities provide defined supplementary executive retirement plans for certain
management staff, and other benefit plans for all or specific groups of staff, depending on the plans. The
cost of these benefits are actuarially determined on an annual basis using the projected benefit method
pro-rated on services, a market interest rate, and management’s best estimate of expected costs and the
period of benefit coverage. At March 31, 2010, these plans have net accrued liability of $44,114.

Universities Academic Pension Plan

The Universities Academic Pension Plan (UAPP) is a defined benefit pension plan primarily comprised of
academic staff members and other eligible employees of the Universities of Alberta, Calgary, Lethbridge,
and Athabasca and Banff Centre (employers). The Universities Academic Pension Plan Board (the Board)
is the trustee and administrator of the UAPP. The Board operates under the authority of the Public Sector
Pension Plans Act.

The unfunded liability for service prior to January 1, 1992 is financed by additional contributions of 1.25%
(2008 - 1.25%) of salaries by Alberta Finance and Enterprise and the balance of the required contributions
is equally split between employees and employers. Employees and employers are responsible for fully
funding service after 1991.

The 2009 UAPP Annual Report identifies an unfunded liability at December 31, 2009 in the amount of
$971,000 (2008 - $1,055,471). An actuarial extrapolation of this amount to March 31, 2010, adjusted for
public sector reporting standards, estimates the unfunded liability at $924,069 (2008 - $1,299,860) and
unamortized actuarial losses totaling $171,474 (2009 - $408,789). The following table provides further
breakdown of how the liability has been allocated amongst the participants:

Alberta March 31,2010
Finance and Extrapolated March 31,2009
Enterprise ~ Employees  Employers Results (Employers)
Pre‘92 $ 292997 $ 176606 S 176,606 $ 646,209 $ 857,110
Post ‘91 — 138,930 138,930 277,860 442,750

Total Unfunded Liability $ 292997 $ 315536 $ 315536 $ 924,069 S 1,299,860

Additional information on UAPP can be found in the Annual Report of UAPP.

Total Employer Pension Liability

2010
UAPP
Total Unfunded Liability $ 315,536
Actuarial Gains and Losses (152,462)
UAPP Pension Liability Recorded 163,074
Supplementary Pension Plans 44114

Total Pension Liability Recorded $ 207,188
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Derivative Contracts and Related Credit Risk (in thousands)

The Ministry uses derivative contracts to improve investment return and to manage interest and currency
risks. Derivative contracts have credit risks that could expose the Ministry to potential losses. Credit risk
for derivative contracts is the risk that the counterparty will not pay its obligation when it comes due.

The following is a summary of the fair values and maturity schedules of the Ministry’s derivative contracts
by type, segregated contracts in a favourable and unfavourable position. Derivatives in a favourable
position have positive fair values which represent amounts owed to the Ministry by counterparties.

Maturity Contract Fair Values
Under 1to3 Over Notional Favourable Unfavourable
1 Year Years 3 Years Amount Position Position
Interest Rate Swap Contracts 9% 30% 61% $ 1,031 $ — S 101
Forward Foreign Exchange Contracts 100% = = 693,539 7,510 59
Total 2010 S 694570 S 7510 S 160

Comparative Figures

Certain 2009 figures have been reclassified to conform to the 2010 presentation.

Approval of Financial Statements

The financial statements were approved by the Senior Financial Officer and the Deputy Minister.



AET Annual Report 2009-10

Schedule 1

Ministry of Advanced Education and Technology

Schedules to the Consolidated Financial Statements

for the year ended March 31

Consolidated Revenues

2010 2009
Actuals Actuals
Internal Government Transfers e
Lottery Fund $ 105000 $ 101,591
Alberta Heritage Scholarship Fund 35,836 34,579
Access to the Future Fund 48,398 47,126
Alberta Innovates Corporations 116,034 113,266
Post-Secondary Institutions 160,477 127,440
465,745 424,002
Transfers from Government of Canada
Canada Social Transfers 531,198 516,446
Canada Student Loans Administration 3,044 2,011
Post-Secondary Education Infrastructure Trust — 19,000
Knowledge Infrastructure Program 97,690 —
Public Post-Secondary Institutions 309,502 308,364
Other 670 6,304
942,104 852,125
Investment Income
Interest on Student Loans Issued 4,470 5,689
Public Post-Secondary Institutions 105,021 (7,937)
Other 2,039 1,862
111,530 (386)
Premiums, Fees and Licenses
Marketing Apprenticeship 4,557 6,892
License Fees 2,447 4,198
Other 18 10
7,022 11,100
Tuition and Non-Credit Courses
Tuition and Non-Credit Courses 840,854 774,875
840,854 774,875
Sales, Rentals and Services
Sales 403,638 416,802
Ancillary Services 107,176 93,621
Contract Revenue 145,313 136,677
656,127 647,100
Donations, Grants and Contributions
Donations 220,348 222,545
Grants and Contributions 94,093 114,576
314,441 337,121
Other Revenue
Refunds of Expenditure 4,476 3,000
Miscellaneous 5,547 8,972
10,023 11,972
$ 3,347,846 $ 3,057,909
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(in thousands)



38

Schedule 2

Schedule 3

Ministry of Advanced Education and Technology
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(in thousands)

2010 2009
Actual Actual
Voted (Restated)
Grants S 449,790 $ 481911
Salaries, Wages and Employee Benefits 2,872,457 2,592,033
Supplies and Services 1,204,111 1,214,413
Amortization of Tangible Capital Assets 362,454 333,765
Other 26,662 21,087
Valuation Adjustments
Provision for Pension Plans 64,663 86,510
Provision for Future Costs of Student Loans Issued 61,421 45,132
Other Provisions 737 671
5,042,295 4,775,522
Less:
Recoveries from Support Service Arrangements with Related Parties (a) (1,609) (1,844)
$ 5,040,686 $ 4,773,678

(@) The Ministry provides information technology support services to the Ministry of Employment and Immigration $1,609 (2009 - $1,844).

Costs for these services are recovered from the Ministry.

Consolidated Reconciliation of Budget with Actuals

Actual without
SUCH Sector

2010

Actual
SUCH Sector

Actual with
SUCH Sector

(in thousands)

Authorized and Research and Research and Research
Budget Corporations Corporations Adjustments Corporations
Revenues
Internal Government Transfers $ 190,198 $ 189,234 $ 2,565,353 $(2,288,842) S 465,745
Transfers from Government of Canada 631,823 632,602 267,258 42,244 942,104
Investment Income 5910 5,538 117,005 (11,013) 111,530
Premiums, Fees and Licenses 5,960 7,022 — — 7,022
Tuition and Non-Credit Courses — — 840,854 — 840,854
Sales, Rentals and Service — 13 660,110 (3,996) 656,127
Donations, Grants and Contributions — — 245,132 69,309 314,441
Other Revenue 41,197 5,108 220,581 (215,666) 10,023
Total Revenues $ 875088 $ 839517 $ 4916293 $(2,407,964) $ 3,347,846
Expenses
Grants $3,085580 $ 3,120,041 $ 339,600 $(3,009,851) $ 449,790
Supplies and Services 68,987 48,448 1,174,342 (18,679) 1,204,111
Salaries, Wages and Employee Benefits 104,035 57,753 2,824,700 (9,996) 2,872,457
Amortization of Tangible Capital Assets 7,207 2,738 359,734 (18) 362,454
Financial Transactions and Other 185 162 27,522 (1,022) 26,662
Total Expenses before Recoveries 3,265,994 3,229,142 4,725,898 (3,039,566) 4,915,474
Less: Recovery from Support Service Arrangements — (1,609) — — (1,609)
with Related Parties
Valuation Adjustments
Provisions for Pension Plans — — 64,663 — 64,663
Provision for Future Cost of Student Loans Issued 59,600 61,421 — — 61,421
Other Provisions 5 586 151 — 737
Total Expenses $ 3,325,599 $ 3,289,540 $ 4,790,712 $(3,039,566) $ 5,040,686
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Ministry of Advanced Education and Technology

Consolidated Related Party Transactions

39

(in thousands)

Related parties are those entities consolidated or accounted for on a modified equity basis in the Province

of Alberta’s financial statements. Related parties also include management in the Ministry.

The Ministry and its employees paid or collected certain taxes and fees set by regulation for permits,
licenses and other charges. These amounts were incurred in the normal course of business, reflect charges

applicable to all users, and have been excluded from this schedule.

The Ministry had the following transactions with related parties which are recorded on the Consolidated

Statement of Operations and the Consolidated Statement of Financial Position at the amount of

consideration agreed upon between the related parties:

Other Entities
2010 2009
(Restated)
Revenues
Grants S 474678 S 424,002
Other 62,658 16,407
S 537336 S 440,409
Expenses - Directly Incurred
Grants S 2,840 $ 2,049
Other Services 65,501 32,479
$ 68341 $ 34528
Tangible Capital Assets Transferred In (Out) S (3,274) S 5,549
Receivables from S 22187 $ 19,930
Payables to S 7324 S 22957
Debt to Related Parties $ 617,232 $ 538,601

The above transactions do not include support service arrangement transactions disclosed in Schedule 5.

The Ministry also had the following transactions with related parties for which no consideration was
exchanged. The amounts for these related party transactions are estimated based on the costs incurred by
the service provider to provide the service. These amounts are not recorded in the financial statements.
Accommodation, Legal expenses and Shared Service costs incurred by others are disclosed in Schedule 5.

2010 2009
Expenses — Incurred by Others

Accommodation $ 28657 $§ 31,239
Legal 506 420
Air Transportation Services / Executive Vehicle 95 66
Internal Audit 94 65
Shared Services 5,477 5,409
GOA Learning Centre 42 39

$ 34871 $ 37,238
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(in thousands)

2010 2009
Expenses — Incurred by Others
Accommodation Shared Legal Total Total
Expenses Costs Services Services Expenses Expenses

BT @) (b) (© (d) (Restated)
Public Post-Secondary Institutions $ 4,498270 $ — S — 3 —  $4,498270 $ 4,197,510
Alberta Innovates Research Corporations 153,870 15,034 — — 168,904 209,466
Alberta Enterprise Corporation 2,084 — — — 2,084 53

Department and Access to the Future Fund

Support for Adult Learning 66,291 2,005 — 1 68,297 95,434
Support to Post-Secondary Learners 214,514 2,628 — 10 217,152 187,425
Apprenticeship Delivery 31,823 5,186 — 23 37,032 37,599
Alberta Centennial Education Savings Plan 16,782 — — — 16,782 11,201
Research and Innovation Capacity 12,605 761 — 126 13,492 14,534
Technology Commercialization 16,347 1,706 — 12 18,065 22,528
Ministry Support Services 27,510 1,337 5,477 334 34,658 34,325
Valuation Adjustments 590 — — — 590 671
$504068 $ 28657 $ 5477 S 506 $ 5075326 S 4,810,746

(a) Expenses - Directly Incurred as per Statement of Operations. Support to post-secondary learners includes the provision for future costs of

student loans issued.

(b) Costs are as shown for Accommodation on Schedule 4 and allocated to participating entities and by proportion of full-time equivalent staff.
©) Shared Services costs, as shown on Schedule 4, are allocated only to Ministry Support Services because the services are related to Ministry

support functions.

(d) Costs are as shown for Legal Services on Schedule 4 and allocated by estimated costs incurred by each program.

Consolidated Cash and Temporary Investments

(in thousands)

2010 2009

Book Value Fair Value Book Value Fair Value

Fixed Income Securities (a)
Government of Canada, direct and guaranteed
Provincial, direct and guaranteed
Municipal
Corporate
Pooled investment funds
Fixed Income - Term Deposits
Fixed Income - Cash
Fixed Income - T-Bills

Fixed Income — Guaranteed Income Certificates

Equities
Canadian

Foreign

Other Investments

Cash and Cash Equivalents ()

$ 62909 $ 62909 $ 18703 S 19,144

2,983 2,983 27,000 27,389
= — 536 542
76,232 79,634 91,110 91,995
51,589 52,086 19,908 19,908
3,722 3,722 5,095 5,095
11,900 11,900 10,081 10,081
1628626 1628626 1505744 1,506,071
30,954 30,954 108,123 108,123
1868915 1,872,814 1786300 1,788,348
2,756 2,756 4,207 4,207

= — 4,743 4,743

2,756 2,756 8,950 8,950

= = 30,869 30,879
547,067 547,067 506,735 506,735

$ 2,418,738 $ 2,422,637 $ 2332854 $ 2,334,912

(a) Fixed-income securities for crown-controlled SUCH sector organizations have an average effective market yield of 0.76% per annum.
Temporary investments are held for use in current operations.

(b) Includes funds in the Consolidated Cash Investment Trust Fund (CCITF). The CCITF is managed with the objective of providing competitive
interest income to depositors while maintaining appropriate security and liquidity of depositors’ capital. The portfolio is comprised of high
quality, short-term and mid-term fixed income securities with a maximum term to maturity of three years. As at March 31, 2010, securities
held by the Fund have an average effective yield of 1.0% per annum. Due to the short-term nature of CCITF investments, the carrying value

approximates fair value.
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Schedule7 Consolidated Portfolio Investments

2010 2009
BookValue  FairValue  BookValue  FairValue

Fixed Income Securities (2)
Government of Canada, direct and guaranteed $ 105059 $ 107,49 S 120624 S 128,002
Provincial, direct and guaranteed 62,828 64,348 67,231 69,528
Municipal 3,895 4,039 6,100 6,385
Corporate 300,319 305,926 163,403 159,216
Pooled investment funds 272,970 273,067 313,008 308,299
Other fixed income securities 260,731 276,844 212,514 217,590
1,005,802 1,031,720 882,880 889,020

Equities

Canadian 408,856 464,618 401,163 360,370
Foreign 734,774 672,416 675,684 508,638
Real Estate 986 986 986 986
1,144,616 1,138,020 1,077,833 869,994
Other Investments 26,426 25,027 25,903 23,280
Investment in Government Business Enterprise () 2,464 — (7,882) —
28,890 25,027 18,021 23,280

$ 2,179,308 $ 2,194,767

$1,978734 $ 1,782,294

1

(in thousands)

(@) The amount held as portfolio investments by crown controlled SUCH sector organizations are consolidated line-by-line. Fixed income
securities reported by Post-Secondary Institutions have an average effective market yield of 3.49% per annum.

(b) Includes joint ventures, investments in voting shares.

Following is the maturity structure based on principal amount:

Under 1 year
1to 5 years

6 to 10 years
11 to 20 years
Over 20 years

2010 2009
64% 15%
18% 31%

7% 17%
4% 9%
7% 28%
100% 100%
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Schedule 8

Ministry of Advanced Education and Technology

Entities Included in the Consolidated Financial Statements

Department of Advanced Education and Technology

Funds and Agencies
Access to the Future Fund

Alberta Enterprise Corporation
Public Post-Secondary Institutions

Comprehensive Academic and Research Institutions
University of Alberta
University of Calgary
University of Lethbridge

Athabasca University

Baccalaureate and Applied Studies Institutions
Grant MacEwan University

Mount Royal University

Polytechnical Institutions
Northern Alberta Institute of Technology
Southern Alberta Institute of Technology

Comprehensive Community Institutions
Bow Valley College
Grande Prairie Regional College
Keyano College
Lakeland College
Lethbridge College
Medicine Hat College
NorQuest College
Northern Lakes College
Olds College
Portage College
Red Deer College

Specialized Arts and Culture Institutions
Alberta College of Art + Design
Banff Centre

Alberta Innovates Corporations
Alberta Innovates - Bio Solutions
Alberta Innovates - Energy and Environment Solutions
Alberta Innovates — Health Solutions

Alberta Innovates - Technology Futures

AET Annual Report 2009-10
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Department of Advanced Education and Technology

Financial Statements

March 31 o 2010 Audited Information

Auditor’s Report

Statement of Operations

Statement of Financial Position

Statement of Cash Flows

Notes to the Financial Statements

Schedules to the Financial Statements

1

2

3

Revenues

Credit or Recovery Initiatives

Expenses - Directly Incurred Detailed by Object
Budget

Comparison of Expenses — Directly Incurred, Equipment/Inventory Purchases,
Statutory Expenses and Non-Budgetary Disbursements by Element to
Authorized Budget

Funding Provided to Post-Secondary Institutions
Salary and Benefits Disclosure
Related Party Transactions

Allocated Costs
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AUDITOR

GENERAL
Alberta

Auditor’s Report

To the Minister of Advanced Education and Technology

I have audited the statements of financial position of the Department of Advanced Education and
Technology as at March 31, 2010 and 2009 and the statements of operations and cash flows for the
years then ended. These financial statements are the responsibility of the Department’s
management. My responsibility is to express an opinion on these financial statements based on
my audits.

I conducted my audits 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 Department as at March 31, 2010 and 2009 and the results of its operations and its
cash flows for the years then ended in accordance with Canadian generally accepted accounting
principles.

original signed by

Merwan N. Saher, CA

Auditor General
Edmonton, Alberta

June 16, 2010
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Statements of Operations

for the year ended March 31

Department of Advanced Education and Technology

2010 2009
Budget Actual Actual
Revenues (Schedule 1) feered
Internal Government Transfers S 144,072 S 140,836 $ 136,170
Transfers from Government of Canada 525,520 632,508 543,611
Investment Income 5,500 5,403 5,689
Premiums, Fees and Licenses 10,560 7,022 11,100
Other Revenue 2,950 5,399 4,267
688,602 791,168 700,837
Expenses — Directly Incurred (Note 2b and Schedules 3 and 5)
Voted
Ministry Support Services 30,128 27,520 27,155
Support for Adult Learning 2,147,736 2,085,753 2,035,597
Support to Post-Secondary Learners 116,620 117,536 105,959
Post-Secondary Facilities Infrastructure 484,374 701,548 873,970
Apprenticeship Delivery 39,090 34,161 37,206
Research and Innovation Capacity 90,398 94,177 106,164
Technology Commercialization 59,639 68,063 165,077
2,967,985 3,128,758 3,351,128
Statutory
Alberta Heritage Scholarships 39,072 35,836 34,579
Alberta Centennial Education Savings Plan 12,500 16,782 11,201
Valuation Adjustments
Provision for Future Cost of Student Loans Issued 27,000 61,421 45,132
Valuation Adjustments and Other Provisions 5 590 668
78,577 114,629 91,580
3,046,562 3,243,387 3,442,708
Net Operating Results $(2,357,960) $(2,452,219) $(2,741,871)

The accompanying notes and schedules are part of these financial statements.

45

(in thousands)
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Department of Advanced Education and Technology

Statements of Financial Position

as at March 31
2010 2009
(Restated)
Assets
Cash S 5489 § 6,543
Accounts Receivable (Note3) 55,986 17,792
Loans Receivable (Note 4) 320,703 256,334
Tangible Capital Assets (Note5) 24,896 23,183
$ 407,074 $ 303,852
Liabilities
Accounts Payable and Accrued Liabilities (Note6) S 114439 $ 50617
Unearned Revenue 470 451
114,909 51,068
Net Assets
Net Assets at Beginning of Year 252,784 85,374
Net Operating Results (2,452,219)  (2,741,871)
Net Financing Provided from General Revenues 2,491,600 2,909,281
Net Assets at End of Year 292,165 252,784

$ 407,074 $ 303,852

Contractual Obligations (Note7)

The accompanying notes and schedules are part of these financial statements.

AET Annual Report 2009-10

(in thousands)
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Statements of Cash Flows

for the year ended March 31 (in thousands)

2010 2009
(Restated)

Operating Transactions
Net Operating Results $(2,452,219) $(2,741,871)

Non-cash Items included in Net Operating Results

Amortization 2,738 2,858
Provision for Future Cost of Student Loans Issued 61,421 45,132
Provision for Vacation Pay and Other Provisions 590 668
Adjustment to Tangible Capital Assets — 724

(2,387,470)  (2,692,489)

(Increase) Decrease in Accounts Receivable (38,195) 18,647
Increase (Decrease) in Accounts Payable and Accrued Liabilities 64,376 (128,310)
Increase (Decrease) in Unearned Revenue 20 (19,107)
Cash Applied to Operating Transactions (2,361,269)  (2,821,259)

Capital Transactions

Acquisition of Tangible Capital Assets (Note5) (8,758) (5,775)
Capital Assets Transferred to Other Ministries (a) 4,307 1,038
Cash Applied to Capital Transactions (4,451) (4,737)

Investing Transactions

Net Change in Loans Receivable (126,934) (81,600)

Cash Applied to Investing Transactions (126,934) (81,600)

Financing Transactions

Net Financing Provided from General Revenues 2,491,600 2,909,281
Cash Provided by Financing Transactions 2,491,600 2,909,281
(Decrease) Increase in Cash and Cash Equivalents (1,054) 1,685
Cash and Cash Equivalents, Beginning of Year 6,543 4,858
Cash and Cash Equivalents, End of Year $ 5489 § 6,543

The accompanying notes and schedules are part of these financial statements.

(@) The Department transferred $4,307 (2009 - $1,038) in capital assets to Agriculture and Rural Development. There were no proceeds on the
transfers.
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Note 1

Note 2

(a)

(b)

(c)

Department of Advanced Education and Technology AET Annual Report 2009-10

Notes to the Financial Statements

March 31, 2010

Authority and Purpose

The Department of Advanced Education and Technology operates under the authority of the Government
Organization Act, Chapter G-10, revised Statutes of Alberta 2000.

In support of Alberta’s vision, Advanced Education and Technology’s purpose is to assist Alberta to be a
learning and innovative society