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Canada faces a structural fiscal risk that conventional policy tools cannot resolve. As Al shifts productive capacity from
labour to capital, the labour-income tax base that funds public services is likely to erode precisely when social
obligations expand. The disruption to global energy markets in early 2026 has demonstrated how quickly
macroeconomic shocks can accelerate corporate adoption of automation as a cost-reduction strategy — compressing
the timeline for a risk that policy-makers have treated as distant. Traditional responses — higher corporate taxes,
deficit-financed transfers, retraining — address symptoms rather than the structural mismatch between liability and asset
growth.

The deeper question is one of ownership. When productive capacity shifts to Al systems, the critical policy question is not
how to tax that capacity after the fact — it is who holds it.

Core Elements — Six-Pillar Framework

Canadian Sovereign Al Deployment Fund — modelled on CPPIB governance — builds equity positions in Al
infrastructure operating in Canada and returns value to citizens as capital dividends. A parallel conditional Human
Resilience Income mechanism provides income support tied to demonstrated social and professional participation,
constitutionally designed and Charter-defensible.

¢« SME Compute Access — preferential sovereign compute access tiered by enterprise size, with
employment-continuity incentives and a graduated clawback mechanism for firms that reduce domestic headcount
after receiving support.

University-Government Research Continuity — long-term priority-access agreements with Mila and Vector
Institute to retain sovereign technical capacity without the rigidity of direct government employment.

Certified Human Operational Redundancy Standard — voluntary certification positioning Canada as the only G7
jurisdiction with a guaranteed human operational continuity layer — a marketable foreign investment differentiator.

Risk Acknowledgment and Mitigation Architecture

Five structural risks are explicitly identified and assessed using credit-risk methodology (likelihood x consequence):

R1: Sovereign fund as political High Political firewall + individual criminal liability

weapon

R2: Conditional Ul as behaviour Critical Definition lock + supermajority amendment threshold

control

R3: Compute monopoly, power High Constitutional open-access guarantee + independent Tribunal
asymmetry
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R4: Global Al sovereignty arms race  High Multilateral coordination commitment + equity cap

R5: Academic independence  Medium Research firewall + Academic Freedom Monitor
erosion

A mandatory Six-Constraint Mitigation Architecture is built into the legislative design: political firewall on equity
influence with individual criminal liability; legislated definition-lock on eligibility requiring supermajority amendment;
constitutional open-access guarantee for compute infrastructure; multilateral coordination commitment and equity cap;
academic independence firewall; and a 15-year mandatory sunset clause with full legislative renewal. These
constraints are structural covenants — the equivalent of credit agreement conditions without which the risk profile is not
acceptable.

The institutional logic is identical to what produced the CPPIB in 1997: link asset growth to liability growth, and build
governance architecture that outlasts any particular government's intent. We are proposing to apply that logic to the
defining productive asset of our era — before the disruption makes deliberate design impossible.

We believe Canada's leading business schools are uniquely positioned to evaluate, stress-test, and refine both the
economic architecture and the risk constraints of this framework. We welcome engagement from faculty, researchers, or
the Dean's office.
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