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February 17, 2011 
 
 
Mr. Merwan Saher 
Auditor General 
8th Floor, 9925 – 109 Street 
Edmonton, AB  T5K 2J8 
 
Dear Mr. Saher: 
 
We write to you today to express our concern about Alberta's oil, gas, and oil sands royalty 
regime.  
 
Specifically, we are concerned that Alberta Energy's response to previous Auditor General 
recommendations is not sufficient, lacks transparency, and requires a follow-up audit. Therefore, 
we are writing to request that your office examine whether the Government of Alberta is, in fact, 
achieving its objectives with respect to its non-renewable resource royalty policies.   
 
We are requesting that your office examine whether Alberta Energy has in fact implemented the 
2006-2007 recommendations by the Office of the Auditor General. These recommendations 
were contained in Section 6.1 of the 2006-2007 Report of the Auditor General, Volume One, 
Recommendations 9-13, pages 115-132. 
 
First, we are concerned that Alberta Energy has not adequately addressed Recommendation No. 
9 from the 2006-2007 Report. The Auditor General indicated that the ministry should “clearly 
describe and publicly state the objectives and targets of Alberta’s royalty regimes.”  
 
This recommendation was made in the context of inconsistent and contradictory targets set for 
the percentage of economic rent captured by Alberta's royalty regime. As the Auditor General 
stated then, “the primary royalty regime question is how large a share of economic rent the 
province can take while remaining competitive with other jurisdictions.”  
 
Further, the Auditor General observed that “[T]he Department’s internal documents usually say 
its royalty regimes should collect between 50 per cent and 75 per cent of available economic 
rent. But we have also seen documents setting the target in the 50-per-cent to 75-per-cent range 
of net operating revenue. ...” Nonetheless, Alberta Energy publishes no measure of share of rent.
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Other Auditor General recommendations also appear to have been ignored. The Auditor General 
urged Alberta Energy to publish periodic reports to Albertans with the following outline: 
 

 An overview of the oil and gas sector, including components about prices, costs, 
investment, and impact to Alberta’s economy;  

  The nature of Alberta’s reserves;  

  The theory and practice of royalty regimes and economic rent;  

 The evolution and current status of Alberta’s royalty regimes;  

  Modelling Alberta and other jurisdictions’ scenarios;  

  Inter-jurisdictional comparisons;  

  Issues for Alberta’s oil and gas sector. 
 
Such a report should also include Alberta Energy’s specific targets for capturing economic rent, 
as detailed in Recommendation No. 9, and performance should be measured against those 
objectives. To our knowledge, such a clear measure of the government’s success in meeting its 
goal of collecting an appropriate level of resource rent is not forthcoming from Alberta Energy. 
 
Despite 2006-2007 Recommendation No. 12, that situation is no different three years later; in 
some ways, it is worse than when first identified by the Auditor General. As your office noted at 
the time: 
 

None of the presentations or documents flowing from technical review have gone 
to the public except through FOIP requests. Nor can owners determine how the 
Department analyzes its royalty regimes. The Department does not disclose its 
approach to or results from analyzing its royalty regimes. The principles of 
transparency and accountability dictate that the Department should demonstrate 
its stewardship of Alberta’s royalty regimes and provide analysis to support that 
statement. This has not happened. 

 
Alberta Energy still does not publish consistent or measurable targets for what percentage of 
economic rent Alberta captures from its oil, gas, and oil sands resources. Nonetheless, Alberta 
Energy management considers your 2006-2007 recommendations implemented. And from what 
the Parkland Institute has gleaned from discussions with Alberta Energy, the new metrics under 
development are estimates of the profitability of future projects – not measures of the actual 
effectiveness of royalties capturing an appropriate share of rent each year. In other words, 
Albertans will continue to have no idea whether we are “optimizing” our revenues from the 
resources we own. 
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Our concerns about public reporting on the royalty regime stem from the Ministry’s apparent 
failure to meet the 50- to 75-per-cent target of economic rent every single year between 2000 
and 2008 – a target they loosely set for themselves and the only real, tangible target Albertans 
can refer to.  According to figures published by the industry group Canadian Association of 
Petroleum Producers, and analyzed by the Parkland Institute in a recent report, “Profits, 
Pressure, and Capitulation,” Alberta has never collected 75 per cent of economic rent from oil, 
gas, and oil sands operations (royalties and land sales) between 1999 and 2009, and only 
surpassed 50 per cent twice in the same time period. As the Parkland Institute report concludes, 
“if the government had managed to hit the middle of its 50 to 75 per cent target, it would have 
collected an additional $37 billion over the last decade – almost $5 billion more than it did in 
2007 and almost $10 billion more in 2008.” 
 
Albertans deserve to know how much of the value of our natural resources we are capturing. We 
have every right to specific information, reporting, and publicly available metrics for measuring 
revenue from natural assets that we own. Our quality of life and public services overwhelmingly 
depend on the revenues we get from Alberta's largest industries.  
 
We look forward to your reply.  
 
Sincerely, 
 
 
 
 
 
Gil McGowan, President Guy Smith, President 
Alberta Federation of Labour Alberta Union of Provincial Employees  
 
 
 
 
 
Elisabeth Ballermann, President Bev Dick, First Vice President 
Health Sciences Association of Alberta United Nurses of Alberta 
 
  
 
 
  
Dennis Mol, President 
Canadian Union of Public Employees – Alberta Division 
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