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This paper describes a policy proposal from the Alberta Roadbuilders and Heavy Construction Associa-
tion (ARHCA) to improve the system that procures engineering, construction, and maintenance services 
from the private sector to build Alberta’s network of provincial highways and bridges.  

 
It is meant to inform and advance discussions about project delivery efficiency that incentivises long-
term investment by the construction industry in people, their machinery and equipment so companies 
can compete to supply the Province with cost-effective highway infrastructure.  

Its objective is twofold: 

• Firstly, to shed light on the trends in government procurement that are adding bureaucratic layers 
of risk onto Alberta businesses who can no longer absorb the costs of bearing excessive risks of 
the owners and how these trends ultimately add unnecessary costs for taxpayers.  

• Secondly, to propose a creative solution to the problems we identify that ensures the long-term 
sustainability of public highways, attracts private investment in equipment, offers stability and 
opportunity to job seekers, and promotes innovation and healthy competition for construction and 
maintenance services. 

About the ARHCA: The ARHCA is the largest heavy construction association in Canada, boasting more 
than 700 member companies. These member companies build vital infrastructure including highways, 
bridges, streets, curbs, gutters, sewers, water systems, and more. From the planning through to 
completion, our members are critical to the creation of Alberta’s and Canada’s transportation networks.

Copyright ARHCA 2022
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The Alberta Roadbuilders and Heavy Construction Association (ARHCA), with its more than 
700 member companies has a long history of working with the Alberta Government and Al-
berta’s municipal governments to build and maintain safe bridges and provincial highways.

Since the 1990s, the ARHCA, the Consulting Engineers of Alberta (CEA) and Alberta Trans-
portation (AT) have formalized a working partnership in the form of a Tri-Party relationship 
to outsource engineering design, construction contract management and highway main-
tenance. This model was recognized as leading-edge in North America and contributed to 
the creation of what is now more than 250,000 km of publicly owned highways, roads and 
bridges that carry more than $20 billion of goods per year across Canada and south to the 
United States. 

However, it is the belief of ARHCA and its members that over time, multiple factors have 
contributed to the breakdown of this partnership and—consequently—of Alberta’s highway 
network. From the perspective of the ARHCA, these factors include lack of communication; 
transfer of risk; unreliable rollercoaster budgeting; government turnover; and unfavourable 
economic conditions.  
 
The objective of this policy paper is twofold:  

Firstly, to shed light on the trends in government procurement that are adding bureaucratic 
layers of risk onto Alberta businesses who can no longer absorb the costs of bearing exces-
sive risks of the owners and how these trends ultimately add unnecessary costs for taxpay-
ers.  

Secondly, to propose a creative solution to the problems we identify that ensures the long-
term sustainability of public highways, attracts private investment in equipment, offers 
stability and opportunity to job seekers, and promotes innovation and healthy competition 
for construction and maintenance services.  

Introducing the Alberta Highway Trust Co. (Trust Co.) Introducing the Alberta Highway Trust Co. (Trust Co.) 
 
The ARHCA is proposing that a delegated transportation authority, the Alberta Highway 
Trust Co. (Trust Co.), be created to procure engineering and construction services in the 
most transparent and business-like manner, independent from day-to-day political interfer-
ence in its management of a predictable funding contract with the province. 
 
The ARHCA believes Albertans deserve to know their $70 billion highway network is being 
properly managed, safe from political cycles and whipsaw budgets.  Not only would the 
creation of the Trust Co. reduce budget risk for the government, but it would also restore 
business confidence in the Alberta Government as a preferred client.  Industry is keen to 
work with a reliable partner to justify risking private capital and compete head-on in fair, 
open and transparent procurement competitions. 

This paper first describes what the ARHCA believes are the successes, as well as mistakes 
of the past, and offers a solution to problems that Alberta keeps repeating: budgeting that 
works against a sustainable industry and efficient use of tax dollars.  It then describes the 
function and operating model for the new Trust Co. Finally, this paper acknowledges that 
with any large transition, many questions will be raised. Thus, this paper offers limitations on 
the role of the Trust Co. and the need for political oversight. 
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It’s Time for Alberta to Lead Again 

The ARHCA believes Alberta needs a healthy economy to manage today’s challenges of rising inflation, increas-
ing labour shortages, and growing demand for critical social and public services. People expect their govern-
ments to respond to these challenges with long-term strategies that support essential industries and employment 
while at the same time demonstrate our commitment to sustainability. As Alberta’s economy grows, these strate-
gies depend more and more on our ability to move goods by road. 

This network will continue to be vital to Alberta’s economic interests. As Canada joins the international effort to 
create a net-zero emission economy by 2050, its citizens will expect the construction and maintenance of road-
ways to adapt to changes in transportation technology. At the same time, they will continue to place a high value 
on safety improvements such as highway twinning and the building of interchanges at busy and high-risk intersec-
tions. 

Alberta is not alone in struggling to properly fund road maintenance and construction.  It is a Canadian problem 
not addressed with the same commitment and resolve as our neighbors to the south where bi-partisan support 
for a $1.2 Trillion infrastructure investment plan is delivering upgrades to road, rail, and parts. 

Canadian governments have treated infrastructure as an annual expense to be funded or cut back each year in 
the annual federal or provincial budget cycles.  Other than the National Parks, Alberta’s highways are part of a 
large Provincial Network.  This annual funding has whipsawed up and down resulting in an erratic approach to 
surface maintenance and rehabilitation. In addition to unpredictable budgeting, Alberta’s highway infrastructure 
deficit results from a planning, procurement, and project management system that disincentivizes companies 
from bidding on projects because of excessive risk transfer.  The current system has created an unbalanced and 
inefficient relationship with industry. 

Modern highway procurement and project management systems must contribute to developing a healthy and 
resilient domestic construction and engineering sector, which is essential for the construction and maintenance of 
a more sustainable transportation network and supply chain. ARHCA believes the time is right for a reset of how 
roads are planned, funded, and paved. It’s time for Alberta to lead Canada in the development of a new way to 
manage public road infrastructure: the Alberta Highway Trust Company. 

This public trust is proposed as an arms-length, independent agency or delegated authority responsible for the 
administration of dedicated annual funding for the construction and maintenance of provincial highways.  This 
funding would be guaranteed by way of a performance contract between the Alberta Government and the Trust 
Co.    

It’s a model that can create efficiency and value through: 

• Better up-front planning, engineering and communication of plans and projects,  
• Partnering on new technologies and construction methods, and 
• More effective and aligned procurement.  

It’s a model that can: 

• Leverage the appetite of Albertans to invest in highways, and 
• Provide the transparency that taxpayers, operators, and investors increasingly demand. 

Building and protecting one of our province’s most valuable assets must be a priority for the government.  
The Alberta Highway Trust Co. offers a sustainable road ahead. 
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Alberta has the largest network of provincial highways per capita than any other province.  With 
more than 31,400 kilometres in the provincial highway network, and another 200,000 km of 
municipal and private local roads, it is an accomplishment fitting of a population confident in its 
prospects. However, aside from the urban freeways around Calgary and Edmonton, the construc-
tion of this network was not methodical.  Highway development often lagged economic growth 
and the expansion pattern is subject to frequent changes for political reasons. 

Alberta is an export province.  World demand for agricultural, forestry and oil and gas products 
powers Alberta’s economy.  In the past, large inflows of foreign investment necessary for the 
development of Alberta’s resources supported economic and social opportunities in Alberta that 
were the envy of many.   

Facilitating all this opportunity was the vast and efficient system of public roads and highways that 
connected communities to each other and to the world to export our commodities in exchange 
for imported goods.  Roads were built to move grain to railway elevators, logs to lumber mills and 
onto rail cars, and to move rigs to well sites and trenchers to build the pipelines that carry billions 
of dollars of oil and gas product to market.   

Crushing interest rates, recession and the collapse in oil prices hit Alberta hard in the 1980s.  
Provincial revenues from oil and income taxes sank and government reacted with an austerity 
program in the mid-1990s to tackle a budget deficit.  While these were dark days for construc-
tion companies and their employees, there was a shared commitment amongst the population 
to support drastic actions as necessary short-term pain for long term gain.  In hindsight, a great 
opportunity to get ahead of the curve was lost.  Prices for materials were low, there was a large 
labour force available and willing to do the work, and companies had idle equipment that could 
have been utilized instead of sold off at fire sale prices and moved out of province. 

The succeeding oil boom that lasted from 1996-2008 catapulted Alberta’s economy and gave rise 
to new challenges which continue today: managing the need to properly maintain the existing 
network, expand the system to support population and economic growth and make improve-
ments that protect public safety.  Provincial budgets were slow to react to the new reality, so 
Alberta Transportation led the country by looking to the private sector to get the job done.  

Introduction:  
A Brief History of  
Roadbuilding in Alberta
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Around that time, a Tri-Party relationship between AT, the CEA and the ARHCA was shaped to operationalize the 
Alberta Government's decision to outsource highway maintenance, engineering design, and construction con-
tract management, formerly delivered by government employees.

This approach was recognized in North America as a leading-edge partnership, and a beacon of success amongst 
North American departments of transportation, consulting engineers and road building industries. That said, the 
partnership required significant effort by all three parties to ensure that it was mutually beneficial.  Commitment 
to partnering for mutually agreed outcomes was formalized in 1999 by way of the Better Relationships for Bet-
ter Highways Charter.

The period between 1995 and 2011 was notable for the high degreee of frank and open communication and 
a shared understanding of the needs and constraints of each other. Tri-Party forums and working groups al-
lowed the parties to identify new and reoccurring issues and jointly develop solutions by leveraging each party’s 
strengths before concerns became significant issues of confrontation and impasse.  In 2005, AT, the CEA and 
ARHCA signed the 2005 Partnership Charter “to renew and reinforce the commitment to the continuous improve-
ment and development of this partnership.”

Critical to the success of the Tri-Party collaborative approach was the recognition of the expertise and strengths 
each partner contributes to the delivery of a project.  AT worked with industry to translate those strengths into 
contract documents that apportioned duties and project risks to the partner best able to manage the specific task 
and potential risks.  Design and contract documents can never predict all the potential risks of road construction 
simply because of the infinite unknowns of the underground environment.  The Tri-Party approach recognized 
that these risk factors exist, and the best environment for resolution for all concerned is for a timely approval by 
the owner for appropriate solutions developed to move the projects ahead to meet schedule.  

Change orders are common when taking drawings from the 
drafting table into the field, digging up the earth and find-
ing unforeseen surprises such as sudden pockets of differ-
ing soil conditions or underground streams.  Under Tri-Party 
culture, all partners were focussed on the outcome and 
contractors were reasonably certain that changes they were 
required to perform would be paid for.  When disagree-
ments arose over who was responsible for the change order 
costs, a request for compensation would be made and 
reviewed. If disputed by Alberta Transportation, an effort at 
mediation would be attempted.  As a last resort, a disputed 
claim was referred by one of the parties to the Courts for a 
binding ruling.   

Over the last decade, the Tri-Party partnership has come 
under significant strain.  The ARHCA is of the opinion that 
much of this strain was caused by external constraints and 
circumstances imposed on Tri-Party actors or the overarch-
ing economic challenges that existed from 2012 to present.  

Public-Private Cooperation at its PeakPublic-Private Cooperation at its Peak

http://www.transportation.alberta.ca/Content/docType29/Production/PartneringGuidelines.pdf
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From Collaboration to Litigation:  From Collaboration to Litigation:  
How the Tri-Party came off the railsHow the Tri-Party came off the rails

From the perspective of contractors, things began to change when the government of the day made a political 
commitment to complete the twinning of Highway 63 to Fort McMurray on an unrealistic schedule and without in-
creasing the department’s budget to sustain the existing program of repairs and construction.  At the same time, 
the provincial government began to centralize control. 

This intensified as the 2015 recession took hold and the market for civil construction work shrank. Margins evap-
orated and competition for cash flow wiped out many small and mid-sized companies.  The result was a smaller, 
less-resilient industry and thousands of pieces of heavy machinery sold and moved out of province representing a 
write-off of capital financed by taxpayers and private investors.   

Alberta’s repeated boom and bust experience is one of whipsaw provincial budgets (See Figures 1,2 below) that 
we believe fails to take advantage of downturns in the commodity cycle; causes bankruptcies and consolidation 
in the heavy construction industry; and leads to inflated prices when governments reverse course and announce 
large programs for political expediency.   

While the physical requirements for repairs and upgrades to highways are highly predictable and should translate 
into reliable forecasts for businesses to plan for, Figures 1 and 2 below demonstrate that budgets and work ten-
dered have fluctuated 25% or more year to year over the last decade.  These political decisions create uncertainty 
for businesses and workers who cannot rely on seasonal jobs being available and therefore leave the industry. 

Source: Alberta Transportation (Alberta Infrastructure) Annual Reports 2007-2022 
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Source: Alberta Purchasing Connection 

A perfect example—but certainly not the only instance—of a breakdown in communication and trust, is gov-
ernment’s decision to cancel the Deerfoot Trail Upgrading P3 Procurement . This two-year process encouraged 
companies to put together consortiums of construction, engineering legal and finance companies to design, 
build and finance a massive upgrade to the central Calgary freeway.  Although warned government was asking for 
a gold-plated project and had seriously under-estimated the costs of the construction and maintenance specifica-
tions, proponents were advised to proceed through all stages as government was committed to the program.   

Private companies and Alberta taxpayers spent millions of dollars developing proposals to respond to what Trans-
portation was asking for.  At multiple stages in this long and costly process, AT could have varied their require-
ments and de-risked the program.  

On July 12, 2022, The Minister of Alberta Transportation announced that after receiving bids, no winner would 
be declared, and he was cancelling the program outright.  This has seriously damaged the credibility of Alberta 
Transportation as a business partner.  Taxpayers will pay more for less as companies have to protect themselves 
by charging more when they do work for an unreliable partner.      

To make matters worse, for the last decade, Transportation has been in a state of constant personnel churn, 
downsizing through attrition and salary caps on professional engineers. In order to be successful, organizations 
must be able to transfer experience to the next generation and must foster a culture of empowerment that per-
mits experimentation and rewards personal judgement and accountability. 

Good relationships are grounded in open communication which supports mutual benefit.  The belief in long term 
mutual benefit allows individuals to explore options and push the envelope of solutions.  This trusting exploration 
can be quickly poisoned should one of the parties perceive their willingness to partner is being taken advantage 
of.    

https://www.alberta.ca/release.cfm?xID=8324781DBDA73-DEFC-24F8-1E0E796B3482673C
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For example, it has become increasingly clear to the ARHCA and its members that government thinks contractors 
put forth unnecessary claims. When in fact, claims are the last resort for ARHCA Member contractors to receive 
payment for required changes during project construction.  Claims are expensive for all parties and all parties 
benefit from reasonable and timely resolution of disputes. Everything came to a head in 2019, when AT advised 
industry that it had become concerned with the accumulation of claims – many of which dated back to the High-
way 63 rapid program. ARHCA Member contractors agreed and began to provide examples of how the changes 
in approach were leading to incomplete tender designs, less ability to seek clarification from newly centralized 
procurement buyers of design elements during open tender periods, and other informal but powerful signals 
that were transforming a collaborative culture into a litigious culture as it was becoming more likely that changes 
would necessarily end up in litigation well after the project completion.    

All the while, the condition of Alberta’s roads has deteriorated. Something drastic needs to be done to ensure 
Alberta can get back on track in terms of planning, funding, construction, and maintenance of Alberta’s highway 
network. According to Alberta Government Annual Reports the physical condition of the highway network over 
the last 15 years has deteriorated:

In the 2006 Annual Report, the Ministry made the following statement on the engineering determinants and 
projected costs (in 2006 dollars) for the responsible asset management of the highway system:

For Physical Condition of Provincial Highways, the optimum objective is 80 per cent good, 15 per 
cent fair, and five per cent poor.  Achieving this objective would eliminate the deferred mainte-
nance backlog with respect to pavements. The construction cost to improve per cent poor by one 
per cent is approximately $80 million.

The Ministry’s optimum objective is to achieve a functional adequacy level of 90 per cent. Achiev-
ing this objective would eliminate the need for paving gravel highways, widening existing paved 
highways (for those highways where condition requires improvement), and completion of staged 
pavements. The construction cost to improve functional adequacy by one per cent is approxi-
mately $180 million.1

In the ensuing years Alberta Transportation’s budget was increased however, like today inflation captured a good 
portion of the increases and from 2011 onward regular maintenance, preservation and construction of the regular 
network were diverted to cover financial balloon payments in the ring road program.  

Government has not published a comparable estimate of the dollar cost to tackle the growing deferred mainte-
nance problem for many years.  One method to estimate the need is to use private sector guidelines for main-
taining plant and equipment of expending 1-2% of asset replacement value per year.  For a description of this see 
Appendix 2 on page 26 of this report.  

1Government of Alberta Business Plan 2006-09, Infrastructure and Transportation (Page 258)

2006 2022

65.5% Good Condition 58.6%

23.3% Fair Condition 26.5%

11.2% Poor Condition 15.5%
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Challenges to Long-Term 
Highway Infrastructure  
Management and What Can 
be Done About it

Government’s existing decision-making process 
does not allow for private sector innovation or 
for better data sharing opportunities, emission 
outcomes, or economic and social gains in 
efficiency or safety.  

As demonstrated in Figures 1and 2 above, 
spending on highway and bridge rehabilita-
tion (preservation) and construction assets of 
the network outside of the major Ring Road P3 
projects, has been subject to wild swings that 
create political risk, investor uncertainty and 
contribute to the politicization of community 
projects in four-year cycles. AT does not have 
multi-year control over its revenue necessary to 
match projects that span multiple years.  Every 
year, Treasury Board makes trade-offs accord-
ing to a political budget cycle. Capital program 
spending is often used as a contingency fund 
rather than a strategic investment to grow the 
economy. 

The ARHCA believes government has a risk-
averse approach that creates a one-sided rela-
tionship that limits industry growth and hampers 
innovation in procurement, construction, and 
maintenance delivery.  

With 15% of the highway network in poor condi-
tion, Alberta’s elected representatives regularly 
receive complaints from constituents, industries 
and municipal officials about badly needed 
repairs and improvements.  Unfortunately, of-
ficials are unable to provide firm commitments 
on project rankings and long-term plans.  The 
ARHCA posits that one reason is the lack of a 
long term plan or agreement that can continue to 
be executed upon if leadership changes. Another 
reason is the annual budget approval cycle which 
can impact plans when money is needed by an-
other department for a perceived higher political 
priority.

It is our experience that contractors and engi-
neering firms are left to read between the lines of 
annual Budget speeches rather than firm project 
listings.  AT occasionally provides updates to 
expected project lists; however, the informa-
tion provided  to our association is often late in 
the construction season and does not provide 
enough lead time for companies to plan their 
businesses and employ and train workers.

Industry and government 
must collaborate more close-
ly to deliver efficient, high-
er-value infrastructure more 
responsibly. 

Alberta’s highway planning is 
not transparent limited market 
signals leaves everyone guess-
ing.   

Community infrastructure fund-
ing is too closely tied to politi-
cal budget and election cycles, 
creating project uncertainty, 
funding instability, and a lack 
of accountability. 

Alberta’s current approach 
forces increasingly unbalanced 
risk profiles onto industry. 

2. 

3.

1. 

4. 
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It’s Time for Alberta to Lead Again: 

Introducing the Alberta Highway Trust Co.

The ARHCA believes Alberta needs a healthy economy 
to manage today’s challenges of rising inflation, increas-
ing labour shortages, and growing demand for critical so-
cial and public services. People expect their governments 
to respond to these challenges with long-term strategies 
that support essential industries and employment while 
at the same time demonstrating our commitment to sus-
tainability. As Alberta’s economy grows, these strategies 
depend more and more on our ability to move goods by 
road. 

This network will continue to be vital to Alberta’s eco-
nomic interests. As Canada joins the international effort 
to create a net-zero emission economy by 2050, its 
citizens will expect the construction and maintenance of 
roadways to adapt to changes in transportation technol-
ogy. At the same time, they will continue to place a high 
value on safety improvements such as highway twinning 
and the building of interchanges at busy and high-risk 
intersections. 

Alberta’s road network is valued at a minimum of more 
than $70 billion.  (Please see the table in Appendix 2 for 
an explanation on the methodology used to calculate 
this valuation.) To capitalize on this value—to help grow 
Alberta’s businesses and trade and create jobs—this 
network must be recognized as a financial asset. Each 
kilometre should be protected through predictable and 
sustainable procurement of construction and mainte-
nance.  

Our members agree that chronic underinvestment in 
transportation infrastructure is a chokepoint for economic 
growth and risks long-term impacts to Alberta’s pros-
perity and competitiveness and the safety of provincial 
roadways.  

Alberta’s road infrastructure deficit results from a plan-
ning, procurement and project management system that 
disincentivizes companies from bidding on projects be-
cause of excessive risk transfer.  The current system has 
created an unbalanced and inefficient relationship with 
industry. 
 

Modern highway procurement and project man-
agement systems must contribute to developing 
a healthy and resilient domestic construction and 
engineering sector, which is essential for the con-
struction and maintenance of a more sustainable 
transportation network and supply chain. 

ARHCA believes the time is right for a reset of how 
roads are planned, funded, and paved. It’s time for 
Alberta to lead Canada in the development of a 
new way to manage public road infrastructure: the 
Alberta Highway Trust Co.  

This public trust is proposed as an arms-length, 
independent agency or delegated authority respon-
sible for the administration of sustainable, predict-
able, dedicated annual funding for the construction 
and maintenance of provincial roadways.  

It’s a model that can create efficiency and value 
through: 

• Better up-front planning, engineering and  
communication of plans and projects, 

• Partnering on new technologies and construc-
tion methods, and

• More effective and aligned procurement. 

It’s a model that can: 

• Leverage the appetite of Albertans to invest in 
highways, and

• Provide the transparency that taxpayers, oper-
ators, and investors increasingly demand.

Building and protecting one of our province’s most 
valuable assets must be a priority for the govern-
ment. 

The Alberta Highway Trust Co. offers a sustainable 
road ahead. 
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The principles of the Alberta Highway Trust Co. capture the themes of the 27 recommendations made by the AR-
HCA Expert Advisory Panel to improve the management, funding and delivery of road infrastructure in Alberta. 

Principles for Investment 
in Roads

Independence

• Independent agencies lend critical credibility to the evaluation and political discussions or debates 
around infrastructure by offering evidence-based plans and expert policy advice. 

• Independence also insulates project decisions from four-year political cycles by prioritizing investments 
based on demand and need, reflecting citizens’ needs, regardless of the political representation of their 
jurisdiction. This also allows more dependable, long-range project pipelines to be allocated, planned, 
and publicly available. 

• Opportunity for a more thorough cost-benefit analysis through an independent assessment framework 
capturing societal importance, deliverable nature of projects, and other benefits. 

Transparency 

• Creating an independent agency responsible for road infrastructure management, transparent project 
selection and strategic procurement of road construction and maintenance services to achieve the best 
outcomes for taxpayers.

Market Efficiency 

• Reliable public forecasting of detailed volumes and types of projects over 3-to-5-year construction sea-
sons. This transparent pipeline allows for companies to plan, order equipment and train workers who 
are committed to building careers in the industry.  This allows the market to adapt and become more 
efficient and competitive yielding better pricing and outcomes for AT projects. 

Future Planning 
 

• Developing a long-term vision and strategy for Alberta’s transportation infrastructure to anticipate 
future demands, consider emerging technologies, address public safety, and facilitate the growth of our 
economy and our communities. 

Asset Preservation 

• Establishing a targeted reduction of highways in poor condition by scaling up rehabilitation spending 
to a recommended 1-2% of asset value by 2026 to ensure provincial highways are resilient and provide 
Albertans with improved service levels. 

https://drivingimprovement.ca/recommendations/
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The Alberta Highway Trust Co. is a newly proposed delegated authority of the Government of Alberta, as defined 
by the Alberta Public Agencies Governance Act. 

The Trust Co. would be funded by an annual payment as determined in the contract between the Trust Co. and 
the Ministry of Transportation. The Trust Co. would not perform any work or own any equipment or facilities. 

Objectives

Provide value to taxpayers and road users by managing Alberta’s $70 billion highway network, using all commer-
cial tools available to property asset owners, including: 

• Reducing budget risk for the government and confirming roadway projects and programs are worthy of 
investment.

• Communicating three-to-five-year commitments to the marketplace to procure equipment and resources 
beyond the annual provincial budget cycle. 

• Selecting the most appropriate delivery model for projects. 
• Retaining owner’s risk in return for competitive pricing. 
• Resolving claims. 
• Using sound professional judgement to evaluate performance. 

Roles

Alberta Transportation, the Owner of the Provincial Highway Network would retain the roles of:
1. Overall network design (e.g., determining priorities for expanding, twinning or decommissioning); and 
2. Standards of roadway design (e.g., interchange design capacity, average surface condition). 

Day-to-day leadership of the Trust Co. would be the responsibility of a Board appointed by the Minister of Trans-
portation. A trustee skills matrix would include practical expertise in the wide range of skill sets demanded in the 
transportation industry, including civil transportation engineering and construction, utilities, logistics, technology, 
accounting, and law. The Trustee’s would hire the Chief Engineer to operate and staff the company. 

The Chief Engineer would report to the Board of Trustees, generally responsible for: 
1. Development of an operational plan to meet the terms of the network design and condition objectives of 

the owner of the highway system, the Minister of Alberta Transportation. 
2. Creating a more transparent and competitive marketplace by communicating longer-term tactical construc-

tion plans to industry and the public.  
3. Driving taxpayer value, and contributing to a healthy, competitive industry through smarter commercial 

relationships and innovative procurement that considers delivery models on a case-by-case basis. 
4. Leveraging the power of the contractual relationship with the Alberta Government through innovative 

commercial financing or direct sale of Highway Bonds to Albertans.  

Responsibilities

• To execute a legal, contractual obligation between the Government of Alberta and the Trust to adminis-
ter provincial financial or other assets, with clear accountabilities and guaranteed annual payments and 
performance reviews.   

• For planning and procurement of engineering and construction services to build and maintain a safe and 
reliable highway system. 

• For the development of a 20-year (or longer) plan with dedicated funding, including milestones to meet 
the network, maintenance and condition requirements of the Minister of Transportation.  

The Alberta Highway Trust Co. Model

https://open.alberta.ca/publications/a31p5
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Why the Alberta Highway Trust Co. 
is needed

The Trust model addresses the four essential needs of roadway stakeholders:

NEED ALBERTANS EMPLOYERS ELECTED OFFICIALS

FISCAL

Cost certainty Cost 
predictability for Gov-
ernment/value for tax 
dollars

Job stability over multi-year 
infrastructure plans backed 
by legal funding commit-
ments

Policy initiatives that 
meet highway condition 
targets on budget

COMPETITIVENESS

Competitive and 
reliable suppliers for 
engineering and  
construction services

Opportunity for fair  
competition

Approve projects aligned 
with economic and social 
policy initiatives

RELATIONSHIPS
Innovation and im-
proved performance 
in asset management

Clients that value industry 
expertise and transparent 
business practices

Hold parties accountable 
for asset performance 
and management

Taxpayer Value on Infrastructure Investment

EFFICIENCY

The owner has a 
long-term construc-
tion and asset man-
agement plan that 
reflects the life-cycle 
costs and benefits,

The engineering communi-
ty can project demand for 
services and retain expe-
rienced staff required to 
execute the owners plan 
over the life of the asset. 

Contractors and employers 
can make informed, long-
term financing arrange-
ments for vehicles, equip-
ment, people and materials.

The elected leaders 
make long-term budget 
commitments to resource 
asset construction, and 
management plans
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How the Alberta Highway Trust 
Co. would be formed and Contract 
with Government 
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The Ministry of Transportation is currently structured into three divisions that regulate activities on the highways to 
provide for their safe use by the public: a division that regulates the use of highways and licences drivers; a plan-
ning and procurement division that designs the network, plans and procures work to for projects to keep high-
ways in good repair and to expand the system; and a division that manages the construction and maintenance 
program. Solid lines represent formal lines of accountability and dotted lines represent informal but powerful lines 
of communication.

The creation of an independent construction and maintenance procurement agency would require a realignment 
of roles within the Ministry and the transfer of the Divisional staff from the Department to the new Alberta High-
way Trust Co.  The roles and responsibilities are proposed for discussion and would need to be negotiated be-
tween government and the new Board of Trustees of the AHTC.   
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To provide predictability for government and industry the Deputy Minister and the Chief AHTC Engineer would 
negotiate a long-term performance contract.  The contract would be executed by the Minister and the Board of 
Trustees for the AHTC.  The Contract should contain defined milestones to achieve agreed upon status objec-
tives for the highway network and regular reviews to allow for additional projects to be added or to recalibrate to 
account for externalities such as rapid inflation or force majeure events. 

Democratic accountability for the guaranteed annual payments through the Government’s appointment of the 
Board of Trustees, ongoing contract management by the Ministry, and review of the AHTC by the Legislative 
Branch through the Public Accounts hearings process and the Auditor General. 
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Better infrastructure quality through long-term asset management and planning 

• Regularly maintained roads translate into increased productivity, safety, and economic activity, less lost-
time and higher asset value, which can be leveraged to drive further investment and revenue.  

Better taxpayer value 

• More efficient, industry-responsive systems for transparent and predictable project management incen-
tivize innovation in construction, materials, technologies, and operations, create cost savings, and better 
value for taxpayers, owners, and investors. 

Opportunity to leverage protected funding to attract additional financing and accelerate repairs

• An additional benefit of a corporate entity having a long-term contract providing reliable funding is the 
ability to issue bonds today to augment cash flow and speed up the rate of necessary repairs.  Accelerat-
ing the repair program would reduce the amount of highway that is slipping from fair condition into poor 
condition. Reducing the number of future expensive repairs reduces larger future expenses providing cash 
flow to fund the bond program. 

Economic competitiveness for Alberta 

• Public investment encourages private investment and contributes to increased demand, job creation, and 
competitiveness within the roadbuilding industry and among drivers and investors. 

Industry viability

• Longer-term project certainty protects employment and ensures industry is appropriately resourced while 
responsibly managing risk associated with equipment and materials financing. 

How the Alberta Highway Trust Co. 
Meets Alberta’s Needs
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Leveraging Predictable Funding to Accelerate Repairs 

Building on the strength of the P3 experience and previous Alberta Capital Bond investment programs, we 
know that capital markets and individual Albertans have a desire to invest in the infrastructure that grows the 
Alberta economy and benefits their daily lives.  The structure of The Trust Co. can provide for the additional 
benefit of providing the vehicle for long-term financing of large numbers of road projects that would never 
qualify for a P3 approach.  

Here's how it can work: 

The current funding alternative to annual, unpredictable, and unreliable provincial budgeting is toll roads.  In 
this model, either the government or a concession holder on behalf of government generates revenues to pay 
the mortgage by tolling each user on each use.  Toll roads and bridges are common in the United States and 
in parts of Canada.  While there are certain policy benefits to toll roads, their application is limited to very few 
projects and are politically unpopular.    

Alberta Highway Trust Co. as a builder and financier

As we have described the Trust Co., it would exist as an incorporated company having a contract with the 
provincial government to build out, maintain and preserve the highway system to the Province’s specifications. 
The performance contract would detail the metrics to be met and in return the annual payment to be made by 
government for this service.     

A company with a decades-long contract for known payments and known deliverables makes for a highly 
attractive investment opportunity for pension funds or individuals.  On the strength of that contract with gov-
ernment, the Trust Co. would issue bonds to provide additional funding in the short term to accelerate reha-
bilitation programs.  Accelerating rehabilitation will reduce future expensive repairs as more of the system is 
brought back from poor to acceptable condition.  The Trust Co. is essentially borrowing on the strength of the 
contract to front-end repairs and can exceed the performance minimums ahead of time, providing future room 
to repay the bonds.  

Bonds not Tolls:  
Financing Road Asset 
Management and Construction
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Given that solutions that are politically difficult to implement are rarely promoted by governments, the alternative 
approach we offer creates an opportunity for Albertans to choose to invest in infrastructure and for those volun-
tary revenues to support the most efficient projects for the use of Albertans’ investments. 

Another funding solution is for government to deposit windfall revenues into the Trust Co. to capitalize the cor-
poration upfront with a reserve fund.  This would have the positive effect of creating financial credibility that 
programs can proceed because of predictable long-term funding. This also provides incentive for companies to 
invest in Alberta and compete for work. Predictable work plans will provide the best value for money to the tax-
payer because the political risk has been mitigated. 

Depositing windfalls is better than investing outside the province in high risk financial market.  This funding would 
become an asset that covers off the liability of future, unavoidable repairs.  Accelerating the maintenance pro-
gram in a predictable and measured way eliminates the costly future reconstruction which would be a far greater 
expense than government could ever get from interest income.  

Whichever route government decides to take to fund the Trust Co, these win-win scenarios are only possible if: 

1. The Alberta Highway Trust Co. has the appropriate legal stature to make evidenced-based technical deci-
sions, independent of political interference; and 

2. The Government of Alberta enters into and honours a contract with the Trust Co. to pay. 

These two conditions are entirely within the government’s ability and jurisdiction. For all these reasons, we recom-
mend Trust Co. Bonds over government tolls, and investing windfalls in Alberta. 

It is important to note that there is a difference between funding a project and financing a project. The owner will 
always have to pay for 100 per cent of the work, which is funding; whereas financing entails using and managing 
the funding to pay for highways.  Currently, the Government of Alberta has only two methods of financing and 
that is: 

• Cash; or  
• P3, where the P3 requires the proponent to provide some of the cash by borrowing and getting paid back 

over the life of the concession or operating term — which is usually 30 years or more.   

As financier, the Trust Co. would use the annual contracted payment from government to pay cash for some proj-
ects and to pay the interest (and principle) on borrowed funds to accelerate certain work necessary to either: 

• Reduce more expensive future repairs and save money; or  
• Pay for large multi-year programs like the Deerfoot or the Northern Corridor.  

  
The Trust Co. would have two options to borrow:   

• Regular institutional markets and lenders; and/or 
• Alberta Capital Bonds retailed directly to Albertans (done successfully in the past). 
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While ARHCA believes there are challenges to the current method of planning the procurement for maintaining, 
and building bridges, highways and roads in Alberta, it also wants to be a leader in offering possible solutions. 

The Alberta Highway Trust Co is one possible solution to the problems that keeps repeating: unreliable roller-
coaster budgeting; a lack of sufficient projections and market signals to industry and a reliance on transferring 
risks from owners to contractors which leads to fewer bidders and higher prices to governments.

The need to make changes to the current way of highway planning and budgeting cannot be understated. Fail-
ures in infrastructure procurement have cost both industry and government time and money; and have not helped 
address the repair and expansion of our province’s highway transportation system. 

The ARHCA hopes this paper ignites a much-needed critical discussion on how to take a more strategic approach 
to procure engineering and construction services in the more transparent and business-like manner, independent 
from day-to-day political interference, with a predictable funding contract with the province.

In making improvements like the ones suggested in this paper, ARHCA is confident it can drive better outcomes 
for industry, government and taxpayers alike; and make Alberta a respected leader in transportation planning and 
management once again. 

CONCLUSION
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Why Roads Fail? 
Predictable Lifecycle of Highways 

Why Roads Fail? Predictable Lifecycle of Highways

Like everything else that humans build, time and the elements take their toll. Regular maintenance can length-
en the lifespan of our roofs, sewers, treatment plants, sidewalks, and roads.  Eventually, repairs and partial 
replacements are required to extend the lifespan of the asset, until finally, full replacement is the only solution.   

To get the best taxpayer value out of any construction project, road authorities employ engineering specifi-
cations into the design of the highway; collect and analyse data on the status of the condition of the roadway 
using multiple sources; and plan a program of maintenance and repairs.  Efficient asset management is the 
careful, timely application of regular maintenance, spot repairs and rehabilitation processes to prolong the 
safe and reliable operation of the highway surface with the goal of obtaining maximum usage for as long as 
possible until the highest cost repair – replacement and reconstruction becomes essential.      
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Collecting data on the surface condition of highways is simpler and more cost-effective today with the introduc-
tion of new scanning technologies such as Light Detection and Ranging or LiDAR.   Engineers can use 3D LiDAR 
scanning of roadways and their full right of way to monitor the surface condition and determine the timing and 
type of repairs needed.  Each year one-third of the Provincial Highway Network is scanned in rotation collecting 
massive amounts of data.  Compared to many other types of assets, planning for repair and rehabilitation of high-
way surfaces is straight forward and highly predictable. 

 
Highway surfaces can deteriorate because of heavy load use causing rutting, extreme temperature fluctuations 
causing cracking, and application of salts and snowplowing which chemically and physically wear the surface 
asphalt materials.   

These surface environmental conditions account for a small amount of the deterioration compared to the im-
pacts of water on the subsurface environment.  Building roads over Alberta’s sedimentary geology is challenging. 
From the eastern slopes and foothills to the prairies in the west, most of the things we build are within layers of 
soil, sand, silt and clays forming a water laden and shifting environment.  Ancient river courses present frequent 
surprise conditions and unexpected changes to build up a road base that can carry weight and remain relatively 
stable for the hard surface we drive on.   

Water must be managed with grading and structures away, around and through culverts within the road base to 
protect the subsurface from frost heaving.  Water freezing and expanding under the surface can lift the asphalt up 
or push out, leaving an unsupported pocket leading to small cave-ins.  Any opening in the surface allows water in 
and further destabilizes the base and voila – potholes open up the road.      

 
Alberta roads must have constant maintenance of sealing cracks and filling potholes before they lead to more 
costly repairs.   

 
Because vehicles need hard, brittle but smooth surfaces built over a slow-motion fluid landscape, many surface 
failures, although known to occur frequently come with no warnings.  Something deep below shifts and disturbs 
a large part of the roadbed or the sloped ditch.  This creates a often-dramatic looking slide where a large section 
of the road opens.  Slides can occur on old or new roads most often in the western and north-western parts of the 
province.  

In Alberta’s north and northeast, draining is a constant problem especially where clays are closer to the surface.    

 
It is often said that Alberta has two seasons: winter and construction.  It’s a fact that building in this climate and 
withing the ground conditions described above make for a high-cost environment of maintaining and building 
highways.  But considering the return on investment in terms of the quality of life enjoyed by Albertans because 
of the roads that connect us, they really are a bargain.   
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Replacement Value of Alberta 
Highway Network 

Fiscal Year Ending

Preservation, 
Bridges and 
Construction 

Millions

Strategic Corridors
 and Ring Roads  

 

$ millions 

Total  
 
 
$

 billions 

Notes

2008 536 591,369 1.13

2009 743 703,318 1.45

2010 574 778,071 1.35

2011 504 717,629 1.22

2012 708 682,292 1.39

2013 520 744,622 1.27 1st Year #63 identified  

2014 396 723,136 1.12 Accounting Presentation Change

2015 399 761,621 1.20 Accounting Presentation Change

2016 561 884,365 1.45

2017 662 253,073 0.92

2018 788 328,393 1.12

2019 798 245,462 1.04 Unaudited  

2020 609 371,796 0.98 Unaudited  

2021 668 803,864 1.47 Unaudited/Deerfoot incl.  
in corridors

2022 741 390,454 1.13

Total Additions 18.24

$61 billion in 2007 $78 Billion in 2021 Adjusted for inflation (Bank of Canada CPI Calculator) 
+ +
$18.7 billion $18.7 Billion Additions 2008-2022 Constant Dollars Unadjusted for inflation
$79.7 Billion $96.7 Billion  

Network (2021)  31,500 KM   28,000 paved  4,600 bridge structures 

At a minimum the total replacement value in 2022 should be close to $80 billion and could be as high as $96 billion using 
a simple inflation calculation.  However without knowing how the government accounts for depreciation of assets in their 
calculation of replacement value, we have opted to use a lower estimate of $70 billion as a precaution so as not to over-
state the funding requirement. 

$61 Billion (2007) Alberta Transportation Annual Report 2008-09 

  31,000 KM   
   Network: 24,851 Paved  
        16  Years Life expectancy in Alberta climate 
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What is the Alberta Highway  
System Replacement Value and 
why is it an important number? 

The replacement value of a capital asset is simply the expected cost of building a new thing in today’s dollars.  
Whether that thing is a building, piece of equipment or a section of road it took an investment to create it and 
once in operation it will have a lifespan before needing to be replaced.     

Accountants require organizations to account for the usage of capital assets each year by deducting a portion 
of that investment from the balance sheet of the company in a process called amortization.    

Government accounting also amortizes capital assets. It is a useful exercise to remember that all physical 
things deteriorate over time and require regular maintenance, repair and refurbishment to provide the same 
usefulness as a new thing. Just as amortization is a useful measure of the deterioration of an asset for account-
ing purposes, replacement value is a useful tool for estimating the annual reinvestment necessary to keep that 
asset in good working order. 

In 2018, ARHCA brought together a panel of experts to review issues and made recommendations. The Panel 
recommended that road owners use the same standard annual reinvestment guidelines as are used in the 
private sector.  The normal expected annual reinvestment is between 1% and 2% of replacement value.   

The last time Alberta Transportation (AT) published the replacement value (RV) of the Alberta Highway System 
was in 20081.  At that time, the replacement value of the existing system was $61 billion.  This included the 
primary highways and recently added secondary highway network or “three digit” highways formerly operat-
ed by rural municipal districts and counties.   

At $61 billion RV, the annual investment expense in maintenance and preservation should be between $610 
million and $1.2 billion per year in 2009 dollars, respectively.  From the Department’s 2009 Annual Report, AT 
spent $334.8 million on maintenance and $105.8 million on “preservation” for a total of $440.7 million.  This 
is a staggering $169.3 million (28%) less than the recommended minimum.   

A word on government accountingA word on government accounting

The actual dollar amounts expended by government vary year to year as amounts are recategorized between 
operating and capital budget lines depending on changes in definitions, changes in government structures 
as departments are amalgamated and torn apart again, and changes in accounting for presentation.  Making 
exact comparisons between years is not easy for laypersons as we are not privy to all the accounting codes 
and general ledgers. In other words, the numbers used in this paper are approximate and could vary from 
complete totals by 5% or more.   

1 2008-2009 Alberta Transportation Annual Report. (page 24)

https://drivingimprovement.ca/recommendations/
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