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Standing Comnitice on The Alberta Heritngee Savings Trust Fund Act

Tuesday, Septenbex 6, 1979

Chairmen: Mr. FPayne ! p.m.

MR. CHAIRMAH: I'd like to bring this session of the Select Comnittee on The
Alberta Heritage Savings Trust Fund Act to oxder. Nc chviously have a quorun.
I night nention that it's been askasd what constitutes a quorun cf this
comnittee. As is the case with all conmittees c¢f thic nature, and as
specified in Standing Orders, five menbers cormprise @ quorum. We would hope,
houwever, becauce of the significance of the uvoxk of this grovp, that that's an
academic consideratien only, and that we'll have strong attendance on any
occazion uwe reet.

Before calling on the Provincial Treasurer, IMr. Hyndnan, to nake =one
prelininary comments on the annual report of the Alberta Heritage Savings
Trust Fund and expendituras related thereto, at this tine I'd like to ta!l
care of tuo or three matters of business arising fron cur reeting thiz
morning. First, I beliuzve it was {lr. Clark who suggesied that the two-hour
allocation we had given to the Minister of Hospitals and Madical Care for
Seaptember 12 was not long enough, and that we reschedule Mr. King., the
Minister of Education. I have been in contazt with him, and he has agreed to
the fellowing change: transfer hiz 11 to 12 tinme on --pterbﬂr 12 to 1 o'clock
on Tuesday, September 18. That is the last dav that ue neet with witnesszes
prior to our consideration of recomnmendations ghase. Ok

.o

ay? So delets the
reference to Mr. King on lednesday, Septenber 12, and insert it on Tuesday,
Septerber 18, after a ons-hour lunch break, hecpefully, on the day we neet with

the Minister of Public Lands and Wildlife in the morning. Any cuestions on
that? 1Is it agreeable? Good.

The second item arising freon this morning is that one of the nembers of the
conmmittee indicated it night be usz=2ful for us to read the Prenier's connents
2 Savings Trust Fund Act was

during thes dzbate in 1976 when The Alberta laritag i
being passed. I have taken the liberiy of doing a quick review of FHinsard,
and I believe each of yvou has, or will scon have, a copy of page 832 of
Alberte llensard dated April 23, 1976. I had acked that tuwo relevant passages
be underlined which relate spscifically to the questicn ¢f terns of reference,
discuszsion of which gave rice to the receomnendation that we cbtain that
Harscrd evtract.

Third and finally, during our dizcuszion thizc mo

morning, I was asked rcaarding
the & o'clock termination tinme on Thurzday, Septenber 13, for the appaarance
of the Minister of Agricultura. I beliesve Mr. Apnpleby azsked iF that uas a
firn tirne, or could we go beyond that.
MR. APPLEBY: Mr. Chairnan, nv question was not zpecifically related to the
tire for the Minister of Agriculture; it was related to all tizes terminating
in the afterncon.
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MR. CHAIRMAN: Thank vou for that clarification. Then to zZpeak¥ to the original
question:® no, asz they presently sit, those termination tines are not fived,
with the exception of the one referred 4o thic nrorning -- that iz, for the
Minizter of Agriculiure. I had arbitrarily put 4 o'clock becauze a nunber of
us are required to be in Calgary that evening for the Fremier's dinner, and I
had felt that the two-hour periecd waz adequate for that departnent. Should
that not be the case, I think we'll simply decide on that occasion vhether to
extend or to pick another cccasion. Queztions?

MR. HOTLEY: We'll go to 6 o'clock, then.
MR. BRADLEY: You mean you're not going to the dinnerx?

MR. CHAIRMAN: There being no further items of business arising from our
meeting this morning, I'd now like to call on the Provincial Treasurer, Mr.
Hyndnan. to make some preliminary comments, after which gquestions will
certainly be entertained from members of the conmmittee. ir. Ministex?

MR. HYNDMAN: Thank you very nuch, lr. Chairman. May I first thank the
committee for its consideration in starting an hour carly, I understand, and
in adjourning an hour early, at 3 ofclock.

On a procedural note, I'd fixzt like to confirm to the committe= that the
report setting forth the dizposition of the recomnendations of the last two
vears was delivered last Thurzday, I believe. That was pursuvant to the
procedural reconmmendation that this conmmittee made last year., Recommendation
D.3. on page 16.

tiith regard to that report, there is a follow-up nmatter which I should
mention now: the committee should be aware of a policy change with rasspect to
inveztments of the Alberta investnment division. That relates to loans to
businesszses, investment in new corporate debt.

Effective inmediately, the Alberta investment division of the Heritage
Savings Trust Fund will now conszider Canadian dollar investnents in the d=bt
of companies active or to be active in Alberta. Thece loans to businesses, at
competitive rates of return. will assist in the creation of new jobs and
diversification through investment in expandsd plants and equipment.

I think all nembers of the connmittee realizs that the najor investments of
the Alberta investment divizion now ar=s: first in the shelter area, the
investments of the Alberta Housing Corporation and the Home lMortgage
Corperation; and in terms of diversification, in the areas of the Agricultural
Developmenlt Corporation and the Opportunity Company, shares of AEC, the
Syncruds project equity, and the convertible debentures.

The heritage fund act, of course, requires that investments under the
Alberta invesiment division nust neet tuo criteria: first, yield a reasonable
return or profit, and tend to strengthen and diversify the Alberta ecconony.
So that test will be applied with rezpect to these lcans to businesses.

To date, undexr the peolicies so far, ths Alberta invesinent division has
loaned neneys prinarily to Alkherta governnent Crown corporatiens., and has not
focussed its inventment activity on loans to the private secteor. The nsouw
policy will strengthen and diversify the Alberta, broadsen investment holdings
of the fund, and will encourage capital inveztnent in the Alberta private
sector.

Sone of the guidelines that will be follouwad: first, the investrmants could
be in bhoth public and private offerinus of bonds and debentures of privats and
public businzssss. Those would bhe businesces which are astive or have
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e

not now located in Alberta, but vhich indi o

to have significant future coperationz in the prevince. Az well, buzinezzes in
k

which there may be an investnent would have to have a scund financial trac
W

reccrd, and the sec ould have to represent a good investrment quality.
Exanples of the goneral categeories of busineszes and induszstriez to vhich the
division could make such new loanzs wsuld include the arcaz of nmanufacturing,
transportation, utilities, aaricultural procezsing, forezt produsts, heavy

oil, and co=al.

I stress that investments wowld only be rade in necw corporate debt
instrunentz, not in the rolling over of old corporate debt. The investnment
connittee would lock at each investrent cpportunity on the basiz of & case-by-
case assessnent. Loans of any term to nmaturity uvould bs considared; we're not
liniting ourselves to certain time lines with respect to the term of the loan.

The mininum investinent would normally be $§1 rillion. Maxinmun investnent
would be up to 66.66 per cent of any =zingle debt offering. 5o we wouldn't be
taking the full amount of a new corporate debt cffering, but no higher than
tuo-thirds.

Each investment would of course have to n
Alberta investment diviszi

1]

et the investment criteria of the
on. e would anticipate dealing through financial
intermediaries in nost cases, althoucgh under certain circunstances direct
negotiations with the borr

new corporate debt izssues.

I thought the committee should be =aware of that significant policy changse,
Mr. Chairman. I have sone copies of tha brief statemant here which, if the
conmittee wishes, could be passed around. '

I notice in last year's connittee dsliberations, Mr. Chairman, that Mr.
Leitch initiated a statement of the azcounting procedure changes which uvere
made pursuant to Reconnendation 4 of the 1977 report. If the connittee
wishes, I can launch into those ncw. There has been cne policy change and
three presentaticn changes. 0:. 1f the comnittee prefers. I can answer
questions on those. : '

cwer nay be required,

.J

iz the case with respect to

MR. CHAIRMAN: Any preference?
MR. R. CLARK: Perhaps the ninicter could lannch forth.
MR. CHAIRMAN: I sense a conszsensus, Mr. Minister, that you should launch forth.

MR2. HYNDMAN: Thanks, Mr. Chairnan.
Under the area of a:ccuntinq policy and presentation changes, there is one

policy change and there azes three changes in presentation or displavy of the
information. The pelicy chang=: 15 on pase 51, Nate 3, and it's tne onlyv one
which inpacts cn any of the nuabers. I'll describe the changes to the display

and the presentaticon later on.

The one occounting policy change involves the reclazzifica
and AMFC debentures, under Section §. from marketable smrcuri
investnents., Az I menticned, th
impact on the heritage fund is t

tion of the AGT
tiss to long-term
at's discleoved in Note 3 on page 51, The
hat theze debontures ars now valued at
amortized cost because they're long-tarn, vhersas when they were classifi

2 e
at the Ycwor of either anortized cost

marketable securities they werxe wvalued

or narxet value. That's the reaszon for that policy changs. That's the cne

that impacts on the nunmberz. The diffcrence there i1z about $49.9 nillion; the
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reported income of the fund would have been that nuch lower if ths zhanga had
not been made.

The three changesz in presentation or di=w~ .v of the h=ritage fund report.
The first is on page 51, Hote 2(1), with -+ -2t to the capital projects
division, the wordzs "deened” acsets. Menbersz will recall that the previous

financial statements included anmounts end=d under the capital projects
divisicn as "assets". But as members of thﬂ connittee know, they're not
assets in the usual sense of the term because, for exanple, the noneys going
to the Alberta 0il Sands Technology and Research Authority don't show an
innmediate and tangible rxeaturn. Therefore the word "deenmed” assets, which is
the sane word as in the Act and which is somswhat unusual, but in the
legislation the aszets of the capital projects divicion are called deened
assets. Therefore the change here recognizes that theze assets are of a
slightly different nature than normal assets.

The cecond change in the presentation is Statement B on page 48 cf the
annual report. That relates to the statement of income, expenditure,
transfers, and the fund equity. Hexe there's a conbining of the presentation
of the transfer of the non-renewable resource revenue and the incone
statement. Those are combined; in previous vesars they were shown saparately.
There's no loss of detail, and they both relate to the opesrations and growth
of the fund during the year.

The third and last presentational change i3 the one referred to as Statenmnent
C on page 49 of the annual r=zport. That's the statenent of changes in the
financial position. The basic content of that statement remains unchanged.
It zhows the sources and the uses of the funds during the year. There are a
few changes in terminology, a little extra detail, but thoze are the only

chanmans.

(«

43 uvell, Mr. Chalrman, a shoxrt comment on the question of Syncruds
accounting might be useful, in the sense that the second colunn on page 38
notses that Syncrude is starting to come into the picture. For accounting
purposes, Syncrude was dsermed not to be in production prior to March 31, 1979.
So all evpenditures prior to March 31, 1979, were capitalized and zsported as
investnent. HNouw the starting date of producticn, for heritagz fund accounting
purpeses, is therefore April 1, 1979. There will b=, as I think was mentioned
by sonmeone in Syncruds sone wseks ago, a first-quarter operating leoss for the
heritage fund chare. We don't know vet exactly what that will be., becauss
that will be known probably during ths s=cond quarterly report of thiz vear.

I should mention that there's a quirk as wsll uith respect to ths Alberta
Energy Company. This is on page 51 of the annual report, Hote 2(ii). The
presentation there is an exception to the generally accepted accounting
principles. It relates t- the retained earnings. The general rules, as I
understand them, of accepted accounting principles would suggsst that the
heritage fund include its 50 per cent share of retained earnings of AEC when
you're calculating the value of thiz investinent, because the provincs has the
potential, under the legislation, to control AEC. We do not exercise control
because va've chosen to appoint four directors rather than vote their shares.
However, if vou looked at the private sector, a conpany that can exercise
control could arrange pavnent of dividends to take up the retained earnings.
Therefore it could be said that general accounting practices would suggest
that ACC and this docunent should show that az well. Howsaver, that
arrangenent is neot applicable in a private secter/public sector partnership.,
which AEC iz. I might note that if w2 used the gznerally accepted accounting
principle appreoach, that would increase the investment by about $27 nillien.

~
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The last accounting notabtion *to uhich I believe refererce zhould be nade 1z
found bazically on page 8 of the annual report. That relatez to the provision
to adjust the valuation of the nmarketable cecuritiez fron cost to rnarket

alue. About %12 million 1s involved there. Again in accordanse with
generally accepted accounting principles, the narketabls zacurities axre valued
t the lower of either cost or naxket value. That principle attenpts to

reflect the fact that if the portfolioc were sold on the mark
values were below the costs, then the entity zellinag would o
loss. If the market value therefere declines cver one year, cr fzon one
period to the next on a reporting bazis, there's a loss. But it's an
unrealized loss equal to the decline in nazket valuesz, and that's charged
against incone.

That's why it's displayed that way. That!s at
displayed not on the basis of an actual loss, bec
bzen sold. But that's mentioned there asz $12 nil

O0f course there's no way to get around that unl you invest totally in
very short-term securities, because the market over a pericd of tinme, in a
divesified portfeolio such as this, is going 1o go up» and down. And if we have
a significant number of bonds, for example. a3z ue have in this fund, as the
interest rate goes up the bond value will ¢go dewn. Therefore this will
probably be a provision which will be found in reports of the heritayge fund in
the inmediate future.

out $12 nillion. That iz
se the security has not

(30

- o

l" ('

t'b

to open the halance of

MR. CHAIRMAN: Thank you, Mr. Minister. 1I'd now like
g of the minister by the

thiz afternoon's comnittee meeting to quectionin
nembers, as they see £it.

MR. SIHNDLINGER: Mr. Chairman, to the minister. With regard to somes of the
comnents vou've nade, I'd first refer to the top of page 5, which indicates
that the Heritage Savings Trust Fund stands in the ancunt of $4.7 billion.
I'd like to subnit to you that this by itself can ke niszleading, inasnuch as
it contains the deenmsd azsets of $255 nillion. HMew, I appreciate the fact
that cavpital investmentsz are referred to or dezignated or defined az deened
assets in the Act. But in light of the conments vou made with ragard to Hote
3 on page 51, where some marketable s=curities are now reclassifisd as long-
tern investments, I wonder if things such as deened aszets plus these long-

tern assets should not be reported in another fashion zo as to make clear that
the heritage fund deesn't in thisz case, for exanmple, stand at $4.7 billion,
which is the impressicn given by the report. The heritage fund in fact is
sonething less than $4.7 billion; it's $4.7 billion less the capital assats.

And in this case it secens to m= it might alzo be $4.7 billion less the
reclassification of the narketable zeccurities to long-tern assets.

MR. HYNDMAHN: Well, that's an interesting point, IMMz. Chairman. As I rentioned
and as the ceonmittee nenkbers has confirmed, the deened assets of the capital
projects division are quite uvnique. 1'd be pleased to lcook at any
recomnendaticn the comrnittee night have with rezpect to that subnission.

L’:

MR. R. CLARK: Gentlenen, do vou uwant to continue the questioning in that area?
O0kay. Mr. Chairman, then to the minister Mr, Minicter, uvith regard to page
42 of the report, the last sentence under Inv“° nent Envircnnent, "This
resulted in a limited supply cof high grade corp e

sane time caused interect rate . . . various

2

Il ics of borrouers." My
question, Mr. Minister: would it be poszible to surply to the comnittee
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members which are the corporations that the government presently haz -- albeit
a relatively small portion of the fund -- but that the province prezently

holds either bonds or debentures?

MR. HYNDMAN: Yes, I think I could do that. 1Is this under Section 9, the
gquestion of the corporate bonds?

MR. R. CLARK: Yes.
MR. HYNDMAH: I nay have that, if I could just have half a moment here.

MR. R. CLARK: Mr. Chairman, just while the ninister is looking for tha*. In
the past -- and it's no reason why we should do it now =~ in a situation where
we wanted more detailed information, if the minizter cculd make the
information available to the chairman, then all nembers of the conmittee could
have copies. If the chairman could get it to us as soon as he got ii, it
would give us a chance to prepare for the next meeting. UWould that b=
reasonable?

PiR. HYNDMAN: I'1ll undertake, then, to get that to the chairran for
distribution to the committee.

MR. R. CLARK: Good.

MR. NOTLEY: Mr. Chairman, I wonder if could just take a moment. I have
several questions today on the minister's announcement, and I guess it's
appropriate to raise them now. The minister announced the new progran of
purchasing debt instruments in companies. First of all, why was the general
policy of a $1 million bases adopted? Is it that the Alberta Opportunity
Company fulfils the function of providing fuwnds for smaller operations, or
what was the reason?

MR. HYNDMAN: That's partly the reason. At least in the starting up situaticen
we're in unique territory here, and in order to be able to deal with znd look
at and handle and assess the new corporate debt issues, I guess with a
frequency that we could still handle, we thought that something of $1 nillien
and above would be the right way to start. If it appeared down the road that
sonething less than that -- that there was a gap perhaps not filled by one of
the other governnent or quasi-government entities, then we micht consider
going below that.

MR. HOTLEY: In terms of deciding. Mr. Chairman, if I could follow that up, the
suggestion is made that financial internediaries will be used in most cases.
lould the minist=: outline a bit as to where the government would be involved
through the investment conmittee? Lblould this be on large prejects, for
exanple, where rather than going through a financial intermediary, the entire
investnent connittee would consider a proposal?

MR, HYHDMAN: Ho, I think the term "financial intermediary" used there uwould
suggest that in the event a conmpany wanted to gou into the market and find ¢5
million or $10 millicn or €20 million or $30 nillion., under nost circumstances
that would probsbly be through an investaent dealer, and that becauss
obviously more than one party would ke involved we wouldn't be taking nore
than 66.65 per cent. So there would bs two or three otherz a3 well as the
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heritage fund involved. In most cazez, I helieve, theze are handled through a
financial internediary such az an inveztrent dealer. But on the odd ozcazion
there uwculd be a company uvhich would zinply nake an individual spproach 1o us.
In that event, I guezs it would be brought to the attention of the invecsinent

connittee by na.

MR. MHOTLEY: Just to pursue that,-tix. Chair
propesals would alnost invariably be dealt u
cornittee. If you're talking about, zay, ¢5
¥ind of proposal -- the investnent connittee
that should be pursued?

n, I would take it that 1he larger
ith zeparately by the investnent
0 nmnillicn oxr $100 nillion ~- that
would it down and decide whether

MR. HYHDMAH: I think the investment ccrmittee would probably be —- to the
extent practical in the sense of any tirme prchlen that might arize -- involved
in all of thenm, and of course has to rake the deczisien with respect to
investnents.

MR. NOTLEY: And what role would other governrnent agencies play? For exanple,
would there be any role for the Alberta Opportunity Conmpany in evaluating
these proposals?

MR. HYNDMAN: I wouldn't think a direct or fornmal role. 1 suppose the
situation could arise whers the Albearia Opportunity Ceonpanv might have sacured
a significant degree of expertise by reason o¢f its aszeszrment of a nuabex of
businesses in a given area, and thersfore night be called upon to cifer an

opinien. But I wouldn't think it would be on a direct or regular basis. But
in coning to a conclusion, I would think the investrent comnittee would vant
to draw on all sources of quality infornation available. And of course the

Treasury assessment of the company's guality and that sort of thing weuld be a
basic part of any assessment, uhether it has a sound financial track record.

MR. R. CLARK: Mr. Chaizrxman, just follcwing along in the sane area. Dealing
with page 2 of the announcement. Mr. lMiniztter: "Inveszstnents would be in both
public and private offerings of bonds and debenturez of private and puu‘xc
businacses which” -- and it's a) that I'n prrmarily interasted in. Deces the

governnent see this as a vehicle by uhich w2 vould b2 able to attract certaln
industries to the provincs of Alberta. uhether an induztry has been perhaps
active in one other part of Canada, let's sav central Canada -- manufacturing
as an exanple?

MR. HYNDMAN: Well, that's a possibility that certainly, by that statenment,
would include an entity, a company., that isn't in Alberta now. It could be
located in central Canada but intendz to cone out here, and it night =say: ue
are going to put up a $10 nillion o2r $15 nillicn plant: we need to borrow scone
money; will you lend it to us? Thoze rates with respect to the loans. though,
would be commercial rates becauze they have to be undar the statute and have
to vield a reasonable return of profit. So if that were a rate ottractive to
the <onpany and were such that they uzuld nake their decizion to come to
Alberta on that basis, then I cculd zee that it could possibly happen.

MR. R. CLARK: Just folleowing along, M-. Chai
x

i , to the ninister. Mr.
» that about other govermnment agenci t

n

es nwklnq up the cther ona-third

of anv czingle offering? A varietw of otner government agencies could poassibly
that other one-third. My quastion, thcn. w:uld really be: 15 1t the
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intention of the government to have that ¥ind of flexibility on purposa? Oz
in fact should this 66.66 per cent in the the announcenznt be seen as a
maxinun government pick-up, if I might uze that tern?

MR. HYHDMAN: I think it would be unlikely, certainly in the initial stages.,
that any other government agency or corporaticn would bz getting invelved in
loaning the balance. I think one of the thoughts behind having that naximua
investment of 66.66 per cent iz that this would therz uould be otherz in the
private cector who would be loaning mnoney, spreading the rizk and, in effect,
going along with the government and saying, y23, this iz a useful company to
loan money to. So we might be one of two, three, four, five, or six other
entitiez making the total loan, but certainly in the early stages it not be
another government entity that would pick up the one-third.

MR. R. CLARK: Mr. Chairman, to the ninister. Mr. Minister, with the broad
terns of reference, 1 see the poszzibility cof, let's sav, a project at Celd
Lake in the future, where the government would at least have the potential of
going this route as far as sorme of the financing for a Cold Lake heavy oil
plant is concerned. Has the government gnt to the point now where the
ninister can indicate to ths conmmittee whether ithat would fit within the scowe
of this conmittee, the picking up of a portion of the debt financing for
either a heavy oil plant at Cold Lake or a plant north of Fort McMurray at
sone time in the future? 1 read thes terms of reference to be broad enough for
that to fit within. That's really uvhat I want to ascertain.

MR. HYHDMAM: Well, no decision has been taken on that as yet. But, as
mentioned in the statement, the area of heavy oil 1s cne which ue would
certainly view as strengthening and diverzifying the Alberta econonay. So the
potential would be there for a debt involverent under the paransters as set
forth in this paper, on the basis of course that it would yield & reoasonable
return or profit as well.

MR. R. CLARK: And alszso to utility companies. It wouldn't b= a matter of
picking vp sonme of their existing debts, but for a new venture -- lat's say a
new power generating facility -- that would be deermed as a new offering in the
narket, so that would fit within the terms of reference also?

MR. HYNDMAN: I think so, yes. I think the investor-ownsd utilities have a
good track record, and nmavbe on the financing of debt of a utility company.
which 15 mentioned in the statement. that would be a pozszible cption as wsll.

MR. R. CLARK: lhat about a non-investor-owned vutility cempany like the citv of
Ednonton?

MR. HYNDMAN: I think if the city of Ednonton cane to us under this statement,
we would prebably refer them to the Alberta Municipal Financing Cexporation.

"R5. FYFE: Just to carry this a little further. I think sone of ny questions
have alrxeady bessn anzswered, but I uculd just like to have a little
clarification as to the role of the finance cornnittee and the intermediary.
llould they have ultinate approval of each loan, or what would be the
procedure? I3z there alszo an appeal procedure?
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MR. HYHDMAH: lHo, the inveziment comnittee would in effect ba rpaking the
decizion with recpect to the varicus loans, and would be the entity, in
azcordance with the Act, which would have the rezponzibiliity to do that.

MRS. FYFE: £nd there'zs no appeal if a loan 13 turned down by the comrnittee?

MR. HYHDMAH: No, I don't think there's any practic
could be an appeal. Thes~ situaticns can arize o

cal nechanizn wvhereby there
ex the courze of a
relatively short time, and a decizion wsould have to bhe made. O0OfFf courzz i1f the
appeal weore going to be made by the conpany which wanted the neney, they would
zimply go to somebody else, having been told that the Alberta investnent
divizion wouldn't be interested in thiz one. So that would be in effect an
appeal nechanisn, becauze it would be to the next person in the market who
could offer the lowest interest rate cn the loan, prezunably.

A

MRS. FYFE: Thanks.

MR. KHAAX: Mr., Chairman, the fund would be us=sd to nake loans &t conpe
rates of return. The way I und=zrstand the availability of funds ot t
nonent, by and large the financial inztitutions have sufficisnt funds
to most projzcts at thiz tine. 5 there a possibility that the rates uould ke
lower than comnmercial bank rates for large projects? I guess ny point i3
this: right now small businesses, including thoze that borrcw $1 million or
over, have a very difficult tine paying prinme plus 1 or prime plus 2. an
starting out new projects. My question is: if this is to stinuliate
investrent, is there a chance that the rates charged would be so conmpetitive
that they'd be lower?

o,

MR. HYHDMAN: lell, I don’t think undear this approach they would be, because in
following the parameters in this particular secticon of the legislation, I
think they would be definable as conmnercial rates. So there wculd have to be
other approaches to fill in the g2ps, as there are, for example, with the
Agricultural Desvelcpment Corporation and the Alberta Opportunitv.

MR. KHAAK: Is it possible, then, that the security required -- 1 gue
point I'm trying to nake 13: what advantage uould business havsa &
fron thisz fund rather than from a financial institution? Would the security
required psrhaps he more noderate?

MR. HYHDMAN: I don't think the security would be any less stringent than that
nornally required to protect the investment of the pecple of Albsrta. I guess
one of the advantagez of a business borrowing in the narket would be that
there would be another lender in the nmarket. So with someone else in th

arket with roney to lend, generally I suppose in the laws of supply and
derand, that is going to nake normally for a zlightly better rate for <th=
person who's doing sone borrowing.

But on the cueztion of uvhat vou're sugzgesting indirectly, I guess, azs a kind
of svhs;ay. I think that uould not be part of this appreach. The s
approach 15 of courze one uza2d in the funding of the Alberta Hona Mort
Corporatien. uhereby the debenturez are held by the heritage fund in th
Mortgage Corporaticn up to a total ¢f two-thirds of a billion dellars
connexcial rate. But there are, of course, proagrans where a new-haone buver
can get a very significant break on interest. BRut that ronev and the cubzidy

»
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diffexence come from the genexal revenue account, dehbited against the
operating account, of Housing and Public lorks.

MR. KHAAK: Well, my point was -- I wasn't suggezting o subsidy. 1 guess what
I'm saying is that the federal governnent and the Eank cof Canada are now
setting an interest rate which is not da2termined by the2 market. Thers are a
lot of funds available. The interezt rates would drcocp if it weren't for the
Bank of Canada following an American policy. I guess ry qguestieon was -- and I
think the interest rate iz hurting Canada; it's hurting expansion and it's
hurting smnall buzinezs. My question was not so nuch about a subsidy, but is
it possible in sone way, or iz it the intention to really dicregard the advice
of the Bank of Canada to the comnercial banks in terms of the lending rate?
Maybe it does turn out that in the short run a large corporation would have a
slight edge on the interest rate, but in the long run vou'd probably end up
the same. Is that a poszibility, or is the ansuesr simrply: no, the rates
charged would be the same as the commercial banks?

MR. HYNDMAN: Well, I think we have to realize that although the province does
from tire to time have difficulties with the federal government in the nmatter
of jurisdiction, the question of ronetary policy and the zetting of the bank
rate by the Bank of Canada is one that is net going to be challenged.

But I guess the second quection, thoush, iz slightly different in the c2nse
that it relates to the philosophical question of whether or not you'xe trving
to get a comnercinl yield for th=s fund. In this cases, that is the objective.
That, I think, is the requirement and that is our obligaticn as trustees of
the fund. So I think it would be other programz, not thiz one, that uwould
aave to fill the gap there.

MR. KNAAK: Thank you.

MR. SINDLINGER: Supplenmentary. I'm still not clear on your answer to Mr.
Knaak's question. His question was, why would an entity find it advantageous
to borrou from the fund. Your rezponse was comething liks: you acknowledge
that there are now other sources for noney in the narket, but that the fund
would provide another source of noneys for lending. But it seemns to me that a
rele like that leads to an intrusicn on the private sector; you're competing
with private sources of funds. UWould vou agree with that?

MR. HYNDMAN: Well, one of our constant concerns in managing the fund is that
we are not injecting or making available into the Alberta private sector
economy noneys in such a way or in such anounts that they distort the normal
supply/demand. In considering and deciding on this pelicy, it was felt that
by going in this direction we would not adversely affect those growing and
successful financial institutions in Alberta and western Canada which can
offer noneys for loan, but by the same token do have conpetition. It was felt
that the conpetition, if you want to put it that way, of the heritage fund
would not adverzely impact on them in a major way. You've touched upon
sorething, though, that is a major concern of how the fund is used and
invested at any time: that it will, if not carefully and thoughtfully
invested, skew thes financial supply and demand in the province.

MR. SIMNDLINGER: Then, Mr. Minister, I find an incongruity in your statement on
page 2, item b). One of the criteria you list is that an investment would
"have a zound financial track record and whoze cecurities represent good
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inves
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ment quality."I would submit that if the A r qoo
rent quality, there would he others in the private szcoctor who would lire
r

1
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to be in that area and not conpeting with funds

MR. HYNDMAM: Well, ther2 ceuld be; yvet I think opperiunities will be available
for the fund investnent and alzo by having zonecs elzz in the nark ace
where there iz a large nuarket place, too. If *hc fund were the cnly one doing
this, with perhaps one other person, that would be cne thing. But in this
case, I guess it's like the situation when a Treazuzy branch cones into a
snaller centre uvhers there are three other institubicnz: it's the customer who
benefits, becausa there'z a little more conmpetition.

But it will have to be watched very carefully, and the rate and pace at
which the new debt cfferings are taken up uwill “e nething we'll have to
neasure to ensure there iz not that dunger or danagc done to the private
sector. -

MR. STEWART: Supplenentary, Mr. Chairman. Is it not the practize todav that

in asszenbling financing fcr large projects, most londing institutions look on
it riecre favorably if it's cpread ancong moxe than one landing insititubion, and

for this xeason it wouldn't ba in direct conpetition with the private trade if
the heritage fund money were nade available? I'n a:king thi
question; I don't know the factsz. But I assume that on large projects., nost

lending institutions de not want to be the sole lendeorz.

S narYe as @

MR. HYNDMAMN: I think the competition is certainly nore indirect and, properly
managed, would not cauze a problem.

ME. PAHL: I might have missed it, but it seens to ne that the strength of this
thing is not only in strengthening and diverzifying the Alberta econenv, but I
assune it will provide an cpportunity to reduce the anount of funds in short-

tern investments at the present time. In other wor

o+

é I think you might have
nentionaed the uptake by this new prozran, but I assune it would at the expense
of other short-ternm investments in the Alberta inves

expanse, but a trade-cff in terms of

tnent division. Not

MR. HYNDMAM: It certainly will have the effect of providing a larger,
certnlnly. corporate inveztnent azpect of the total fund. At the roment, the
anounts of roney in the fund in marketable securities are about 14 per cent.
You have to remenber that most of the Section 9 investnments are in the
debentures of Alberta Governnent Telephones and the Alberta Municipal
Financing Corporation. Dut certainly noneys uould be available from the
shorter ternm, goiﬁg into the longer tern, with spect to this n2w program,
depending cn how fast and how frequently there are these na2w corporate debt

iss . It's really inpossible to predict how rmany there will b2 down the
road and in what amsunt.

MR. PAHL: Mr. Chaizna do you have 2 zort of upper 1

N, imit on what might be
taken in thiz in the first vear, as oppozed to -=- last vaxr the Albertn
invecstnent division was €559 million. Would you sav vou'd be prepared to
dedicate either half of that or a third of that to dobt izzuaz?

MR. HYHDMAN: bll, 1t's difficult te set a figure in advance, but I would
suppose over the encuing year or 18 nonths, as a very upper figure, it could
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be something ovexr $100 million as a total. But it would be hard ino azcesc
shat that would be.

IMR. PLANCHE: Mr. Chairman, just one supoplenentary. Mili has pretty well
covered the points I want to make. Buf as I understand this, it'z a departure

cnly in terms that the heritage fund will now be going to investnment dealers
like Anes and others to pick up a portion of uwhat they've already presentsd to
the market on ncw issuves. You're just allowing us to expand our ares of
investment interest rather than just having it bottled up into ztuff that'sz
presently licted under the Alberta investnent division. Iz that the essence
of 1t?

M. HYNDMAN: Yes, in the paszt the primary focus in the lcaning of —oneys has
been to Alberta governme=nt Crown corporations. There's hesn very little
activity, and certainly no major enphaszis at zll, on corporate debt. So th
loaning to bucinesses here is a significant departure in the sense tt? t
a najor new priority, which uwe haven't had before, to nove froa loaxn
governnent and government Crown corporationz as well as to -- becaus
certainly won't be dropping the first -- businesses in new corporate d=bt
iszues.

e
.
r
[

o
o
re)
'-f-
o]

MR. FLANCHE: So 1f the intermediary had set the price, the value of the
debenture to be placed, we're sinply a bidder on that debenture or value

that's been placed by an intermdediary, and not affecting the narket place in
that sense.

H2 ., HTYNDMAH: Yes, we may succeed or not; we'd be like others in the
conpeltitive market.

MR. APPLEBY: Mr. Chairman, the question I have for the minister is: under the
Albexrta Opportunity Company, and to sone extent under the Agriculiural
Developnent Corporation. loans are scnetimes made on the basis that the person
applying for the loan has been turn=d down by other lending inzstituticons.

Then the AGC or ADC beccmes a lender of last resorxt. Ulle're getting into lcans
here of considerable magnitude, of course, and I wonder if encourazenant will
be given to people who come along and say: we've got a really good proposal
here; we can't get financing; would you conzideyxr it?

AR. HYNDMAN: No, this would not be a soxrt of lendsr of last resoxt progzan.
It would be to companies that have a proven track record. I think thers
again, as you rentioned, the Alberta Agricultural Development Corporation and
the Alberta Opportunity Conmpany play a major role, and they're part of the
heritage fund in the more risky area you suggest.

What is perhaps being alludsed to is the questicn of the provision of venture
funding. But venture funding is of cource an equity funding approach. and
there's no suggestioen of that in this document. For exanple, this preogran
would not include the convertible debenture, becauze it has the potential cf
equity. This iz purely a loaning cituation, a debt situation.

MR. APPLEBY: An additional question. The investrment committee right consider
a certain type of investnent as a good type of project to divarsify the
ezonony of the province. iould there be sone ceonsideration of seekxing out the
type of peopls who niuht come into the province, or who ar2 uwithin the
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province, and develop that type of induztry or enterprice and encourage then
that financing might be available?

MR. HYMDMAN: Ulell, I have no doubt that if the Minizier of Eccnonic
Developnent is talking to companies in other parts of Canada that would be
interezted in coning to Alberta, he uculd have in his folder, in his

docunentation, some backgreound information on this new procgranm, bacause it
could well £1il1l a need there, under the richt circuastances

MR. HOTLEY: Mr. Chairman, I just want to pick up on the question Mr. Appleby
raised. As I understand it, then, the nornal approach would be to let the
private sector take the initiative, or to act through intermediariez, but
there will be from tine io time cccazicons where the governnent will, for
example, have a co-crdinated approazh in one area of economic develovnent. It
night be something to do with the grain industry or the petrochermical
industry, where this becomes part of the package.

MR. HYNDMAN: I could zes that davelcping as the pregran natures. I think that
approach is not excluded by the
the legislative parameters of th
that kind of approach b=ing a us

terns of reference. Provided it comes within
2 Alberta investment division, I could s=e
eful device, a useful tool perhaps.

MR. NOTLEY: Mr. Minister, I think you nent
million. Iz the govezrnmaent considering z part of this pregran, adding funds
to the heritage trust fund from the gz2neral surplus of the province? In fact,
would we be looking at considerably rore than $100 nmillion =-- %500 nillion, $1
billion? Are we lcoking in fact -- vou didn't rule cut Mr. Clark's question
about substantial investment at Cold Lake. But to geot sone sort of handle on
the dimensions of this project, and follcocwing the point Mz, Stewart raised,
when people put togesther a package c¢f borrowing money, it's easier to get
money if you have a nunber of people investing. So we're looking at sone
pretty large projects. llould we. through this proeran, be naking it easier
for some of these enterprizes o raize private capital, becauss weire looking
at such large amounts of noney that uwuill be needed?

[N
1]

d a figure of uvpwards of $100
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M. HYNDMAN: I don't know uwhether we'd be making it eaziex. I guess that
would be a subjective judgnent of bthe borrowing company. But to answer the

rain thrust of the question, I wouldn't want to close the door or suggest any
fixed, stated upp=xr linit. I think v2'd have to see uwhat would come foruard,
chat kinds of preopozals would be nade cver the nonths zhead, teo see how ruch
wa'd have involved herse. I think we'd want to have, certainly, a numbser of
new corporate debt debesntures held, not simply one. But we night want to see
the opportunity for diverzification of the portfolio down the road, and I
wouldn't want to set zan upper linit, so that there could be flexibility to
what night bz available.

See

M2. NOTLEY: And in that flexibility -- it uould zeen to me that a program like
this, just from reading it over very quickly, wae've got a mininun of $1
nillien. So in actual fact ua're zaying to the corner agrocer, you go to the
Alberta Opportunity Conpany. Soze of them think the AOC iz doing the job, and
sone don't. So we're saving, ithis program wen't bs available to you. Me all

know that the three or four nmajor industrial projccts of zubstantial size, and

undoubtedly several rajor utility projects just areund the cornsr -- I guess
what I want to get at is® are we really moving rather ztzeongly in the
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direction of picking up debt capital, debt instruments, in theze projects?
And iz the possibility of these projectz' going ahezad one of the reoasons the
investrent comnittee has decided to nmova and establioh this prograa?

MR. HYHDMAN: Well, it's certainly not the bhaszic reasen. 1 think the
avallability of noneys under this progran could bs seonething that might aszist
in the pace of development. But the m=ain thrust of the prosram i35 in fazt to
make available and loan moneys to buzinesses in the country and in the
province that can result in strengthening and diversifying the Alberta
cconony. It's not solely for, and wazn't decigned or tailor-made for, the
entities of which you speak. Certainly they would not be excluded, but the
othar private sector areas, in the areas of. say, manufacturing and
transportation and forest products, wculd be equally as inportant in terms of
the thrust of the program.

MR. R. CLARK: Just follouwing along on the ninister'zs last answer, uwhen he
alluded to trancportation projectz. Mr. Chairman, I realize this nav be
somewhat hypothetical, but we're trying to get a glimpse of the governnent's
vision here —-- at least, I think that's the texm. Let's assume for a nonment
that thz pipeline comes down from the noxrth. I think all of us on this
comnittee would hopz that happens. I azsune, Mr. linister, from what the
announcemant says -- albeit reading it very briefly -- and from the reaction
and exchange thiz afternoon, that the government weould have the kind of
flexibility und=r this new program to pick up a significant portion of the
debt instrunents of that project. 1Is that an accurate assessment, Mr.
Minister?

o
0

MR. HYHDMAN: Yes, I think we would able to look at any proposal that might
be pressnted on a debt basis with recpect to the northern pipeline if, as, and
when that noves along.

MR. R. CLARX: Also taking the comnment the ninister made just a moment ago, Mr.
Chairm=zn, with regard to forezst projects -- the hearings recently held in the
lWhitecourt-Grande Prairie area. MWould that project also £it within the ternms
of reference of this announcement?

MR. HYNDMAN: Yes, if there were a new corporate debt issue that fitted within
the paraneters hexre, I would think there would be no exclusion of an entity
there coning on a competitive basis looking for the heritage fund and others
to pick vp part of the loan.

MR. R. CLARK: Mr. Minister, the grain terninal project in northern British
Colunmbia . . .

MR. HYHDMAN: Prince Rupert?

MR. R. CLARK: Yes. llould that also fit within the terms of this project?
That's assuming there's a debt offering. But that would fit within the
agricultural processing and the tranzportation portions of the terms of
reference?

MR. HYHDMAH: Hell, the negotiations are ongoing with respect to the finalized
financial packags fron and invelving Prince Rupert. ll= don't know yet what
that will be, o we don't know what kind of financing arrangement will cone
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out of that. But negeotiations are cngsing vith the conzortiun and wilk the

MR. R. CLARK: But my quesztion, Mr. Minister, 1

st let's azsure therce i3 a need
for dzbt financing. If there's a need for d=bt financing, the people vho are
placing that would be able to come to the Alberta covernment, the investnent
connittee, becauze it woul it within the *eormns of this general announcens
i1tt } t 1d fit tl t! £ 1 ounzenent
todav. lhether the inveztnent conmrittze would zay vez or no is x decisicn the
ittee would nake a at tine. UWha n really try ascertain, .
cormnittee would nake at that tin What I° 11 yving to ertain, lr

b
Minister: is there ons zizable project on the horizen
't

i
in Alberia teday that
the nminister could think of that really woulrd e

to cone to gouernment

to get debt financing for? I'a thinking in terns «f the foreztry cne, the
pipeline, the oil sands plants, the grain terminal. I can't think of any

project that would be excluded. That's why I chare the freling of one or tuwo
of the other menbers vho zay or imply that this 1z really aimed at those kinds
of, if I might use the rather "in™ term, nogaprojects of the province.

MR. HYNDMAN: Well, I think it would have to b2 nade clear by the conpany or
entity that wants to borrow the money that there would yield a reasonable
return or profit. That is one of the criteria. lNow there may bs projects
where that couldn't be demonsztrated.

"R. R. CLARX: BRut, Mr. Minister, *that then beocones a deciszion of the
investment conmittee, doesn't it -- vhether it'sz a cood investnant or not?

And then onz which we debate in this Aszenmbly, and sutzide when elections cons
along -- that becones a nmatter of judgnmant.

MR. HYNDMAH: Well, that’z to comply with the ztatute.

FR. R. CLARK: Yes.

MR. HYHDMAN: But this progran doezn't conterplate individual conpanies with
brand-n=w projects coning directly to the heritage fund for noneys to be
loaned. They would be out in the market place, and presvnably uzuld have
csonething where -- well, in the firzt placs thev'd have to get soneboedy else
to do it, becauze the heritage fund can cnly take up to 66.65 per cent. But
therse would be a wider scope there.

MR. R. CLARK: But, Mr. Minister, if the governnent ware to go as far as to

pick up two-thirds cof the debt of the next tar sands plant, for example, it
would nake it far easier for the conmpanies going ahead to pick up the other
cne-third. Let's not kid the folks.

MR. HYNDMAN: Plall, no decicion has been takzan in that area vet.

MR. R. CLARX: But it would make it nuch easier, wouldn't 1t?

MR. HYHDIAN: Well, I don't know. I suppoze the realities of the market pluce
are conmething that would alwavs bz faced. But thess invesinents weould have to
be ones uvhich ve'd be able to clearly demnonstrate would have a geood reoiurn,

and would have to stand up and be neasured against regular comnercial
investrnants.
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MR. R. CLARK: In the mindz of the cabinet who arz naking th
tine.
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MP. HYKDMAN: Hell, within what the statute savys.
MR. R. CLARK: And that decizion iz made by the cabinet.

rct to two zez =
been approved by th

Azt are made by the inveztnsnt connittes, uvhich ha
Legislature.

MR. HYHDMAH: blell, a3z you know, decisions with respe cf the

MR. R. CLARK: Yes, by the investment connittee, I'm sorry, not the cabinet.

MR. KNAAK: Mr. Chairman, juzt to change the direction slightly, bazk to the
report. I note that a considerable quantity of the invesinent is in what one
might call noney holdings -- zhort-tern debt, long-tern debt, and debt. Even
the new policy statement talks about the purchase of debt. There have been
the 'gloomers and doomers' writing recently., and major depressions have cone
in cycles -- there's a nam= for thoze but it juct eccapes me at the nonent —-
and sone people are forecasting a major depression followed by hyp=arinflation
and then a collapse of the econony to sone extent. lthetheyr we believe that or
not, it seens to ne it's worth while to spread the rizk, so to speak, on this
najor investment. The way I understand the Heriftage Szavings Trust Fund, it is
to be used to develcp Alberta for tha future of Albertans, but rnaintain an
aszset bacse for futvre generations as well. If a sizable proportion iz in
monev hnldings or paper holdings, debt holdings, it is pozssible, should a

2r econonic catastrophe happen, that thers would be significant lossez. My
has any censideration been given to putting a snall amount of

5 into what we might call hard assets cr real assets like gold, and
pozzibly equities cutzide the country -- for instance, in order to preserve
the assets they have, 1 knocw sore governments have bought into Mercadez-Benz;
sons governments buy gold -- without distorting the economy internally? A3 we
know, if vou inject too great . . .

M2. HOTLEY: Don't buy Chrysler.

M2. KHAAK: If you inject too great a quantity of funds, you can cause an
inflationary spiral detrinental even to the Alberta econony. So ny question
is® has the possibility been considered ¢f investing in equities outsidz
Alberta, and outside Canada possibly, so we don't distert the private
enterprisze cysten? And has the possibility of investing a zaall anount in
gold been considered?

MR. HYNDMAN: To deal with the second questicon first, no, there has besn no
conzideration o investing in gold. I think we have confidence in the niddle
and leng te2rm in the Canadian dellar. As Albertanz and Canadianz, I think us
zhould be naking such investmentsz as will inprove., and increaze even further,
confidence in the Canadian dollar. Purchaze of go2ld would certainly not do
that. 5o we're not contemplating purchazes of gold.

The matter of e2quities 1s a subject of ceonstant discussion, on which we get
advice from all quarters at all tines. Certainly there is a very real concern
within the provinee of Allborta with respect to the danger or inmbalance that

equities purchased by the fund night create, az against the existing Alberta

(234

private sactor. Qutzcide Alberta, I suppose other argunments could b2 advanced.
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But at the moment, altheugh ideaz have been put forward and debated, there iz
no intention of moving into equities 2ither inside or outside Alberta.

MR. PAHL: Supplementary ito that, Mr. Chairman. It wsuld zeem that the narket
place iz a good arbiter of risk and responzibility for a large portion of the
fund, but uhen it comes to the Canada investrent division, we have a less
pexfect narket functioning. UWith the very zeal poczibility —- 1 guess
prospect is nore likely -- of a dramatic increase in the amount of noney in
the Heritage Savings Trust Fund, it vould zeen that the fund in itz21f€ uwill be
a mechaniszn for, if you will, national fiscal polizy, or neonetary policy
almozt, as usll az a prOUlnCl al one.

Apropos of that point. has any conszideration been given to setting sone
guidelines regarding the uﬁount of ncney that will ba loaned to any one
governmant in Canada, either the provinecial governments that are now using the
fund or the federal governnment, based on the ancunt of d=ficit financing they
are undertaking? In cother words, can we exercise socae faith in the Canadian
dollar by asking other people to exercise it through our lending policies?

MR. HYNDMAN: At the moment. the noneyvs are nade available at a market rate to
other provinces, or entities like Howa Scotia hydro, withecut strings attached,
in the sense that we feel it's proper that thosze governnments and Crown
corporations make ths descisions as te how the noney would be spent. 1 suppose
if the total anount of roney available in the Canada investrment division were
taken up, the total 15 per cent -- ii's now zonsthing over 5 per cent -- that
situation might arise. On the other hand, in the ¥ind of Confederation fanmily
uve have, probably the nost mature approach is to lszt cach province az uwell as
the federal government, irrespective of the ways in which it railses its noney
or from where it borrows its money. nake the decisicn as to how it wishes to
spend it and on what basis.

MR. FAHL: Mr. Chairman, nay I follou up on that. The point is that as the
Heritage Savings Trust Fund beceones larger, its impact on the walue of the
Canadian dollar will becomz more significant. I guess I'nm suggesting that in

this fanily of Confederation, we have an opportunity to encourage otherz to

exercise fiscal rezponsibility, even with respect to the federal governnent,
at some point in tine.

MR. HYMDMAN: I think what vou're suggesting and the area you're exploring is
probably better commented upon by the Premier, who I understand is going to
appecar before the comnittee, bscause it could possibly relate to some of his
discussions at the recent preniers' conference.

MR. HOTLEY: I have a couple of questiens along that line, too. Bubt just going
back 12 vour announcznent today. {ir. Ministar, I had azked you thether cr not
we were going to look at the suzplus of the province beyond the heritage trust
fund feor this program. I don't recall vour answering that question. Or are
we confining 1t just to the heritage fruszt fund at this time?

MR. HYHDMAM: It's confined to the Alberta investment division of the heritage
trust fund.

MR. HOTLEY: At this stage, have we handled rost of the debt requirsments of
the provincinl agenciesz? 0Or do you sze a continuing incrsage in the public
agencies such az Alberta Governnent Telephones, the Municipal Financing
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Corporation, et cetera? Or in fact will the bulk of the incrsase -- the noney
coning in every month to the heritage truzt fund -- bhe available for this type
of corporate investment?

MR. HYMDMAN: Mo, I see continuing significant inciesasss in the amounts of
capital needed by Alberta Croun corporationz. The basic reason for that is of
course that we have such a fast-growing province that vast amounts of capital
are needed. The nunicipalities want to borrow then, and I'm zure will
continue to want to borrow then, from AMFC. The naintenance of a telephone
and telecommunications syszten to the growing parts of the province requires
nillions of new dollars. So all the various government and quasi-government
agencies that are funded and backed by the heritage fund will, I'm sure,
continue to take an ever-increasing amrount. It's hard to przdict, and maybe
each of the ninicters appearing before thez committes can give a slightly
better idea of how nuch that's going to be.

MR. NOTLEY: But as Provincial Treasurer you'd be in a position to have a sort
of handle on where things are gesnerally going over the next yezar. At this
stage we have about -- as I lock at page 43 of the report it's cobvious that
the $611 million in short-tern investments would be the casiest place to start
if somebody comes along with a suggestion for a $100 million loan that neets
the other criteria set out by the government. Bevond that, are we looking at
a substantial increase this year in mon=ay that would net be committed to
Alberta Government Telephones or the lunicipal Financing Corporation? There
was not a large increase bstween last vear and this year in the short-term
securities. The bulk of the increasz went into longer term invesinments.

So I really would like to get some indication from vou, Mr. Minister, as to
what you see being available. We can talk about projects which may or may not
cone knocking on our deor, but what in fact are w2 looking at as funds that
could realistically b= available?

MR. HYMDMAN: I guess it'zs difficult to predict. One reason i35 that we don't
knou what the arrangements will be with respect to cruds oil pricas and the
revenu=s to be obtained from non-rencuable resources, which form the fund.
But it's difficult to predict the variocus dimensions and the size of each of
the various aspects of the fund, even nonths ahead. Mention was made of the
northern pipeline. If something did happen to come up there, the uvhole
picture would be changed. As well, if there were a favorable look at or sone
form of investnent in the Alsands situation or in Cold Lake or in one or two
or three of those projects, then the picture would change again.

So there is a need in terms of the page %3 statment te maintain some short-
tern moneyz available; that's why w2 have short-term nmoneys, even though ws've
been gradually and continually lengthening the term, and successfully
increasing the yield.

MR. NOTLEY: So we're looking at $600 nillion this year, but presuning the
increac= in the =size of the fund that could be substantially greater. There's
been a delibearate move, has there not, Mr. Minister, to shift to longer tern
securities in the last year? That's what the Provincial Treasurer told uz
lazt year.

MR. HYHDMAH: Yes.
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MR. HOTLEY: If that move were not continued, you would have an automatic
build-up of substantial suns of narketable zecuritiecz, which wzuld then be
available for longer term inveztment under thic propozal

MR. HYHNDMAH: lell, if the vields look favorable -- and I think the o2neral

plan is to continue to move into longar term securities. The situation over
the lazt vear, of course, has been that in zoae cazes the zhorter ta2rn
investnents have besen the ones with th2 higher retuxn:.

But over the long term the interezt rate haz bean higher than the inflation

rate, of course, so thz movement into longer tora will continue.

MR. HOTLEY: The question I suppose I would put 5 you is -- one can lcok at it
from the interest rate, but one can also lcok at it from how the cabinet or
the investment committee perceives the tendzney to diversify the econony of
Alberta. If it's the view of the invacztment comnittee that threes, foux, five,
or six of these major project —-- including zeveral utility projects =- would
diversify the province, then what I'm getting at iz that you would leep hack
subztantial suns in short-term securities uhich could be easily converxtad into
funds for this progran.

MR. HYNDMAM: Yes, the difficult balance that has to be nade every day:
investing in a texrm chort enouch that one can l‘quidﬁfc the funds to put into
another investment. But when you do that you scmetinas have to take a lower
interest rate. By the same token, you want to keep \ tern as long az
pozsible if the yield iz higher. Then you have the reonevs coming in as well.
So we try to maintain that kind of balance all the tine. That's the reason we
have varying degrees of naturity of the investments, and a wide range of
investmnents.

MR. NOTLEY: Mr. Chairman, if I may, I juzst want to pursue a question that Mr.
Pahl raised concerning the Canada investnent division. When the question of
the west coast terminal aroze, that could also ke considered an investnent
under the Canada invezstment division, could it not?

MR. HYMDMAN: Well, the investnents there have been zuch that we rzquire a
reasconable conmercial yield. So everything would depend, I think, on the
negotiations and the extent to which there is a return or profit and, if so,
at what time and in what anountz. The capital projects division, of course,
is the only one in the fund where there is no return at all, it being deenmad
that that's required.

So it's really difficult to aszess where and how the final funding will
appear. DBut the Premier has nade a public connritnent of $100 nillion towards
the terminal, and that certainly stands. WNe'd like to see action soon and get
the thing going, because it will result in a najeor diverzsification for Alberta
agriculture.

MR. KOTLEY: Just to follow Mr. Pahl's question directly concerning the use of
the Canada investment division of the horitagzs fund. I can se2e that as the

fund growsz there could well be zome legitinate argunments =- I'a not talking
about the argUﬂcnts of the FPremier c¢f Gntario -- that we should b2 investing

in other parts of thke country on a loan basis, zo that instead of provinces
having to go to the money narketz, then when they pay cut the interest and
dividends that affects our balance of paynentz, that in fact they chould be
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borrowing within the country. It was one of the recomnendations last vyear
that more ermphazis be placed on that.

With that in mind, ny quesztion really is: I know that the 15 per cen
not been taken up, but has any considaeration been given at thiz stage
increasing the percentage that could be madz available to other paz

i

Qa0 ek ot
m 0

o

o
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Canada so that we wouldn't have this buzinezs of other provinees : to 5o
elsevhere in the world, with the impact on the dollar and on the balance of
aid,

uvhen the money cculd be nade available right in the country. Hav
considaered any renewal of the salesz job, i1if I might put it that w
provinces in the country?

h
7 b
paynents when the interes: and dividends are paid, wherever they nay be
Have
a

2. HYHDMAN: Well, we haven't been buying billbeoards acrozs the countr
advertise the fact that the Canada investnent division has excess none
l=2nd. But I think it can fairly be =zaid that it i3 well known in the
provincial financial connunity that we would lecok as favorably as ve poszibly
could on a preposal by another governnent to increase its existing loan or to
have a Crown corporation korrow moneys backed by the governnent, or to be a

new province with a loan, because sone have not yvet berrowed.
MR. NOTLEY: Have we considered at any time any sheltering of intereszt rates?
MR. HYHWDMAN: Ho consideration has bs2en given %o that.

MR. EORSTAD: My question i3 along the same line. I wondesr what interest other
provinces have in the Canada invesinent diviscn. 1t seens to re that ratherx
than going abroad to borrow, it would be a lot more logical to borrou uithin
Cannda, as Mr. Hotley mentioned. I wender if there is any interest and, ifF
there izn't any, why not.

MR2. HYHNDMAK: Well, three new investments undexr that division have been
reflected in the report. But you're correct, there haven't been in recent
months. I suppose it depends on the particular borrowing situation and the
nzeds of the governments at various tines. One of the zituations that I guess
would encourage other provinces to borrecw in the United States now night be
the difference between the Canadian and the U.S5. dollar. Sone nay well b=
acsuning the Canadian deollar is now undsrvalued, so they're borrowing
deliberately in the United States because they think vhen they have to pay the
noney back it will be in nuch chs=aper dollars. That's cone factor.

All things being equal, I think there would b2 a gnod reasen to borrow
moneys in Canada. But the situation changes vis-a-vis the eixchangs rate and
the strength of the Canadian dollar.

MR. R. CLARK: Mr. Chairnan, ry question is in a little different ar=a. It
really deals with the market performance of the fund, espectially the
narketable sezuritiez. It would really be helpful if we could get, sav, a
list of the transacltions which have taken place. TFerhaps I chould ctop, Mr.
Minister, and =zay to you., Mr. Chairman, and to the comnittee that what I'n
really trying to get iz sore scort of breakdeown, zay of a specific day in 1§77,
one in 1978, and cne in 197%. O©On that day, what narketable securities did we

have?
One of the rexl difficulties I find with a large nurbsr of citizens is their
difficulty in understanding where that money is. In ny receollsctizn, no

rernbers of the cumnittee —- I'd better rephraze that. I haven't bren able to
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acquire a breakdown of ths =zecuritiez the governnent haz cn a zpecifiz day, zo
that one could really check, Mz. Minizter, the report given to the menbers of
the Aszembly fron the the standpeint of having zome prople in the invesztnent
connunity —-- albeit it would take some time -- but a judgment could then be
nade as to how well our people in Trzazury did in invasting for us on that
particular day.

So what I'd like to ask the minizstaz, Mz, Chairman, is: what information can
he give us o that we can take it arnd, th
get some kind of judgment cutside the Tre:
your office and nine have had correspondenc

itie

ough whatever sources ve may have,
sury Department.  MHow, Mr. llinisterx,
e with regard to the possibility of
s -- the transzacticns, dates.
values, and so on. To start the dizcussien, I'd like to ask in what fozxn is
that information so that it could be made available to whichever nembars want
it, so that we could have that kind 2%, let's szay, cutside-Treasury judgnent
as to whether the investnents on a certain day uvaere good, bad, or indifferent.

MR. HYNDMAN: Let me zay at the outszet that I have total confiderce that
excellent investment ability is being applied to the investments. Uith
respect to the observation, I would undertake to provide the connittee with a
list of specific investmnents held by the heritage fund, sav in Section 9, for
any particular day during the fiscal year, if you'd like to pick one. But I
would resist any suggestion that the details of all the transacticons in the
buy/sell of the various securities be nade public. UVhat that would do is work
very nuch against the public interez*, in the senze that an analysis would
show the province's tactical game plan on an hour-hy-hour, day-byv-day, wesk-
by-week basisz —-—- because it is in a cecnpetitive money narket -- in working out
its approach to get the best vield on those investnents. So the detailed
buy/sell transactions., I would have to savy, could I think very well jeoparxdize
the yields vwhich the public of Alberta is nou getting.

But if the conmittee would like to pick a particular day for which thay'd
like a list of specific investiments, it would be a long cne but.I think I
could provide that, zhowing every sincle investment on a given day in the last
vear under revieuw.

MR. R. CLARK: Very good. Mr. Chairnan, to the minister. fould 1t also be
possible, Mr. linister, to give uz that for a year previous. Tt would be
interesting to see the comparison.

MR. HYNDMAN: Sure.

MR. R. CLARK: How meaningful it would be, I suppose we'll all naks ocur
judgnaents then. I'm quite prepared to pick a day., or if the Chairran or
soneone wants to pick a day, I'm not bound to any cne day that might be
convenient. But I think that kind of cemparison woauld be helpful not only
froem the standpoint of judgnent, but the more infornation one can get cut
there so that people can sce, I think that iz of banefit to all cf us.

MR. HYHDMAN: Well, I think I could urndsrtzake 1o do *hat. I'd have only two
caveats: (a) I dzn't know uwhether ths inforamation is kept and iz available for
the yeax previous, but if it is ws'll certainly provide it. The only cther
caveat would be that you're not azkina for March 31, 1977, and 4pril 1. 1978,
because they're in two fizcal vears, bhut that they uvould show the
transactional nature of the game plan. So in cther words, a year apart in
nid-year or senething.



MR. R. CLARK: Could we tauke a vear back and tuo yvears back fren today?

1R. HYNDMAN: I would think that would be reasonabla. I could uandertake to zee
1f we could do that. If there's a nore convenient datz a weel back or zo, 1'd
advise the conmittece. So that's September 4, 1979, and Septenber 6, 19728.

MR. CHAIRMAN: And 1977.

MR. HYNDMAN: I'n sorry, we're within this fiscal year, zo it's 1578 and 1977,
Septenber 4.

MR. PLANCHE: Mr. Chairman, I was just going to say that I thought we had done
that. In the lazt seszion, certainly, a day of transactions was azked for and
provided. If ny memory serves ne correctly, we went around this barn before.

MR. R. CLARK: (Inaudible) difficult to go around it a =zescond time. And if
that iz the casze, Mr. Planche, ny renory hasn't served ne well.

MR. PAHL: The question, Mr. Chairman., was -- and I just refer to the bleock
diagram on page 5 -~ are we wanting to take a zlice of that whole thing, or
are ue really talking only about deposits, marketable sscurities, and
portfolic investments? It seems a lot of that iz pretty obvious.

MR. CHAIRMAN: Mr. Pahl, if I may, I don't really construe that as a
supplementary to the previous discussion. So could I azcept a supplementary
fron Mr. Appleby, then return to yvour question, uhich appears to be at least
+oncential.

MR. APPLEBY: To follow up IMr. Planche's comnment, Mr. Chairman, it runs in nv
nind that we did have this before. But if we did, I would think that would be
a suitahle date to make a comparison:® when the information was provided lact
vear as cormpared to this year.

SOME HOH. MEMBERS: Agreed.
MR. CHAIRMAN: An entirely reasonable zuggestion.

R. HYHDMAN: If it was provided in 1977, it was probably about this time and
they won't have to provide it, because we already have it -- if it has been
provided; I don't knouw.

IMR. PAHL: I'll pass, because apparently uwe're already decided to take this
course.

MR. SINDLIKRGER: Mr. Chairman, to the mninister. Could vou please tell ne why
the Lcthqudge and Grande Prairie terminals wers removed from the heritage
fund investnents, compared to other terminals like Grande Cache, Edszon,
Pincher Creek, which were retained?

Generally cpealing the heritage fund, through the capital projects division.,

MR. HYHNDMAN: think it would be a good idsa to ask Mr. Kroeger ihat gqueztien.
fundz the air T

10T

-t

terminals; whaereasz the General Revenue Fund is involved in
the nmoneys for raintenance and for runuay construction. Beyveond that, I weuld
have to dzf2r to tha Minister of Transportation.

b
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MR. HOTLEY: MoT has trnken then over.

MR. HYNDMAM: And of course wz've been doing sone tenporarxy financing by reason
of the impecuniozity cf the f2deral Departnment of Trangpeort. They'll pay us
back for some of ‘these things.

MR. BRADLEY: lith the increase in the General Revenue Fund of the province, is
there there any thought or movenent zfoot to increaze the 30 per cent from
non-renewable resourcez which goes into the heritage fund to a higher figure,
and put nore of the surplus of the General Revenue Fund into the herxitage
fund?

MR. HYNDMAN: blell, that would be a decisicn to be made by the Assenbly. I
believe a resolution on the natter was introcduced last year by PMr. Cookzon,
and I don't believe it reachsd a vote. But at the roment there iz no
intention by the government to recemmend a change in that percentage.

MR. PAHL: I'd like to kncow from the ninister whether there has been a
projection, or any range of projections, cn the anount of the Heritage Savings
Trust Fund over the next two vears.

MR. HYNDMAN: Ho, az 1 mentioned, it's very difficult to project what the fund
will be at. There's an estinate in *his report, as I recall, a figure of
about $6 billion az at March 31, 19380. But that's about as far as one could
really estinate, when you lcok at the revenue sources in the fund. 0f course,
the anount of the fund at the nmcaent iz only about the same as one coperating
year's expenses. So it's like leaving a job and having your calary for cne
vear. So this fund i3z not really as large as it appears.

MR. NHOTLEY: Mr. Chairman, Mr. Pahl had raised this question -- no, I guess it
was another member -- of the 30 per cent. The government has no intention of
changing that, or prepesing a resolution to the Assenbly that it be changed.

I would really question vhy that would be the case. Ule do have a large amount
of noney in the zurplus of the province, less 31 billion which has been
transferred to municipalities. But it is building up now, too. I would think
that at this stage, Mr. Minister, vou'd be loscking at transferring a larger
perxcentage inte the trust fund than zinply 30 per cent.

MR. HYNDMAN: llell, I think any percentngs has to w=ar well over a large number
of yvearz, as this one has from 1275, But I would think that chservations on
that question could perhaps be elicited from the Premier vhen he appears
before the committee.

MR. NOTLEY: With respect to the surplus of the province, I take it that the
bulk of that would be in relatively chort-term securities, would it? I know
that questioen is slightly vitre vires of this re=ting; neverthelecs it's of

sone interest when looking at the inveztments of the trust fund itself.

MR. HYHDMAN: Well, frankly, I haven't got informatien on that hore, because
I've been confining nyself to the time line <f this annual repoart. I'n not
cuxre vhether it is properly within the ambit of the coamittee: psarhaps it's
somathing which should be asked by ths hon. nenber on the opening day of the
Sass

icn.
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MR. HOTLEY: We can always do that.

MR. CHAIZMANK: That ztrikes me as a nore appropriate place for that question.

MR. R.CLARK: At least the sccond day.

MR. HOTLEY: Yes. Ue might not be down that low in the questicn file =o early.

-—

"J

3
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BRADLEY: A question, I zuppese nusing into the future. Dasanding on the
success of this new Alberts investment divizieon policy wvhich you announced
today, could we perhaps =cee in the future a sinilar policy adopted for the

Canada investm=nt divizion? In particular, I'm thinking of ernergy-r-elated
projects -- either pipelines in other parts of the country, or Churzshill Falls
-- which would by their nature be projecis which nav not be guarantzed by a
provincial government.

MR. HYNDMAN: I haven't given consideration to that. This polizy has been
evolved on the basis of its being Albsrita-oriented. UWhat vou're susgesting is
that new corporate debt izsues beyond the province, which don't nsces

ce, zarily
relate to anything in Alkerta, should bs considared. L2 haven't gi

consideration to that. If the coamittee has thoughts cor suggestlon;, I'd be
very pleased to have a look at then.

(r

MR. BRADLEY: I wasz thinking particularly, perhaps after this pzlicy has been
in place for a year, of reviewing it at to see if it would be appropriate o

extend it to other parts of Canada rather than just Alberta, after looking at
th2 zuccess here.

MR. HYMDMAN: MWell, I have no doubt that after the expariesnce of a ye=ar or so,
there might well be nodifications to it. But at the noment it would be

speculative to suggest that there are planz to nove in that direction, becausze
there aren't at this tine.

MR. SIHDLINGER: Mr. Chairmun, to the ninister. Regarding the conveztible
debentures the governnment has for Gulf Canada Linited and Canada-Cities
Sarvice, could you pleass tell me how nuch equity is invelved in that? Is the
governnent giving consideration to exercising that opticn, to ceonvert ths
debentures to equity?

MR. HYHDIIAN: If memory serves me, I believe it's a 10 per cent equity. I ray
be corrected on that. In any event, we would ncot be making a dscision as teo
whether or not to exercize the convertibility featurs until nuch closer to the

date in, I guesz, the early 1280s when us can legally do so.

0f course the big advantags of the convertible debenture is that one can
watch the perfornance of the Syncrude plant, in this case, ard invest after
you've seen their reocord of performance rather than inve tinj earli=r. So the
dacision would be taken nuch cleoszr to the five-vear anniver

1980=z. It'z certainly a valuable asset of the division.

ary in the early

12, SINDLINGER: I'd like to nake a cupplementary cemment -- it?
before, but just teo enphazize the point. Dbhen uve start tal
convertibility o o

besen nade

(7]

I debantures, it again railses the issus
intexferencs in tho privale secter. I have a statenent he by the

r
Premiser sore time ago in regard to the fund. Th2 statemsnt includ=s the
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purpose, goals, objectivesz, cource of the fundzs, thinas of that nature. It
concludes with guidelines or parareters. Three guidelines or parametsrs are
given; one is of courzs that which vou alluded to, the adsquate retuzn to
Albertans and the invezitnents of long-term social and econonic benzfit. But
thzs other tuo ares points that have heen menticoned here today, and I just
reiterate them because I think they'rs important.

The first iz that the invesztrment of the fund should have a nininum of
interference with private-sector activity. When ve =tart talking about
convertible debsntures and vour policy statement tcday, it's not too ruch
further to go frem a point where we invest in corporate debt to a point where
we get involved in equity and nore interfersnce in the private ssztor. The
second guideline or parameter deals with the existing financial institutions,
and that point was brought up carlier. It says that the fund should ba
invested in such a way as not to unduly disrxupt existing financial
institutions.

You've already pointed out that your policy would be implenmented in such a
way that these wouldn't happen. But 1 wanted to repeat them because I felt
they bore enphasis.

MR. HYHDMAN: Uell, I think they're worth repeating, and it may well be that
the comnittee will want to discusz the statement further with itz author.

MR. R. CLARK: Mr. Chairman, to the ninister. Mr. Minister, when the
legislation first came in, one of the concerns raised by not only nenbers
sitting where the ninister is today but members on thiz side of the House was
the question of decisions nade by the investnent comnittee and not by the
cabinet. The discussion went on and con about day-to-day investnent dscisions,
and I think there was agreement that the Legislature sinply couldn't function
in a reasonable manner in that area.

But with the announcenent today., and with at least the possibility that ruch
of the debt money that would be picked up by the announcenment today would be
in very sizable projects -- be they tar sands, a pipeline, a forest project
northwest of Edmonton -- has the government considersd at all the idea that on
thosze najor decisions an approach would be made to get legislative approval
prior to the government's making that investment? Wa're now talking in terms
of very major projects here in the province.

MR. HYNDMAHN: Again, the thrust of the policy is not designed to bs part of, or
its major reason is not, the energy projects which are suaggested. It's for
corporate expansion of every possible kind in the manufacturing and
diversification areas. In any event, it is felt that the wav in uhich the Act
is now working with respect to investnznt, and with respect to the review of
those sectiens of the fund, i35 adz2quate for what has occurred to date and for
what vz would sz2e in the near future.

MR. R. CLARX: There's been no consideration of a change in government attitude
with regard to prior legislative approval, then, of any portion of this

announcenent that night be szeen to go towards very huge projects.

MR. HYNBMAN: We don't s2e any change. I think it's cperated adequatelv and
appropriately, and we wsuld ses centinuing it on the zans basis.
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MR. PLAKCHE: Mr. Minicster, from the tire a prospectus is izsued on a major
bond izsue until it's subscribed, would there be time for the Legiszlature to
zit?

MR. HYHDMAN: Very unlilkely.

MR. R. CLAFK: Mr. Chairman, night I suggezt to the Member for Calgary Glennore
that it would be good for his edificaticn to go back and read the ccanents of
ithe Menber for Calgary Buffalo during that debate on szocond reading. The
Member for Calgary Buffalo pointed ocut then how that pzoblenm could be
overcone.

MR. SINDLINGER: Juzt for the record, might I point out that we have a new
Member for Calgary Buffalo.

MR. R. CLARK: Did I =ay the present menber? I should have zaid the formerx
nember -- although once in a while I see gigns of the present member living up
to that standard.

MR. CHAIRMAN: Mr. Pahl, please.

MR. PAHL: I was just waiting for the present Member for Calgary Buffalo te
accept the complinment.

Mr. Chairman, I wonder if at the same time that we receive the list of
transzactions, a bit of an explanation could ke provided to this connittee on
the =nctual logiztical constraints to not having a certain anount of noney tied
~p in highly licquid short-term assets, or even in cazh -- what would be knoun
as a cach depesit. MWhat I'm thinking of herxe i35 that over the courss of the
vear, I would think that the noney would cone in on a fairly consistent baz:
with respect to rovalty payments, and there would be rather zsizable increnents
based on land sales. Would it bes pozzible to gelt some undezztanding or son
explanation of how -- for example, given a land sale where $100 million i=
available -- there are certain constraintzs to plazing that imnmediately on the
first day? You just can't put all the roney on the market right now, or you
can't actually secure the appropriate investrment at the right time. How, I'm
not asking for strategy; I'm just asking for the physical transactions or flow
of funds that would tend to inhibit placenent of all funds at one tins. Is
there sone sort of explanation of that? I think it's worth comrenting on.

1MR. HYNDMAH: Well, certainly. I think io the extent that that doesn®t reveal
the gams plan, I'd see 1if we could provids soms nore information on that.

M2. CHAIRMAN: Are there any more questions that can be directed to the
ministex?

MR. SINDLINGER: In ny experience, a lot of legislation iz noxe ex post facto
than anticipaticn of the future. I wonder if vou night care to zhare vith us
sone cpecific examples of debt financing, as per your policy statenent teday.
I }now you've mentioned some general areas -— I can't find the papsr right't nouw
- tran,por~ation. et cetera. But iz there any one preject inmninent?
MR. HYMHDMAM: Ko, there iz not. I don't think yvou can gob into lizting what

hev would be until the actunl conmpanles corne forth -- conpanizs with zonme

v to

i
finanzial traclk recorxds -- to =ay that tnny uan borrow noney.  So it's
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very difficult, becauze it'sz the private zector wa're dealing with, 2 try to
predict and say what areas of manufacturing t 1
just can't predict whether or not at the end
only in, say, three of the seven arecas I nent
heavy interest in borrcuwing by one cor two. I
for the firzt vyear.

1 w
ing to go into. You
th

"
4

o g may be interezt
izned, znd none in other=, cr a
t'3 going to be very experinental

MR. SIHDLINGER: That is to sav that no cenpanies have expresssd an interest at
this time?

MR. HYHDMAN: NHot so far, but I would hcope that over the days and weeks ahead
thers may be some. There have been conpanizs in the past year cr tuo, because
ny predecezsor menticned in this comnittee last vear that the inveztment
connittee was considering corporate debt because inguiriez had been rzceived
from, I think, both investment dealers and private conpanies, which said:
well, can't you work out come arrangensnt whereby you can be available to leoan
us some noney? At that time the anzuwer was: no, ihe policy decizion has been
taken:., we will not do =o. Thece doors are ncw open. It's very difficult,
though, to predict how nany potential customers will be axriving.

1R, APPLEBY: Will the minister have czzne sort of traffic centrol on the doors
as they cone in now?

MR. HYNDM:H: Well, ecach one i35 going to have to meet the criteria in the Act,
and tha criteria at the top of page 2. Then there will be appropriate
reporting to the Aszz2ably.

I'?. NOTLEY: But, Mr. Minister, this could now becone part of the financial
discuszions in some of these major projects, now that we have this door copen.
MR. HYNDMAH: Well, if vou're talking about projects that . . .

MR. NOTLEY: Providing they meet thoze conditicns, they nou can bkecome part of
the financial texns.

MR. HYHNDMAM: 1 suppose there could be proposzals put forward uhich could relate
to this neu policy. When you talk about major new projectz. theugh, I'd
caution that they have to have this zound financial track recerd., and yield a
reasonable return of profit, to be within the zanbit.

MR. NOTLEY: Presumably they would have to have a sound track record, though,
for the ERCB and the provincial government and the various agencies involved
to say, go ahead.

But I want to raisze a question relating to utilities, Mr. Minister.

tilities are specifically mentioned here. You indicated there nad bzen no
formal requestz. I'n juzst wondering, however, are we looking at utility
invastment that would be baszed on several of the prejects, or are ue looking
at possible utility expanszion for the province as a uhole? And are we any
clcser to any decizion on several of ths najor ubtility proposzals in the
province?

MR. HYNDMAHN: Mell, the latter point would pexhaps best be answared by [r.
Shaben az tha Minister of Utilitices and Telephones, who I think 1is appearing
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before you. BEut on the former, I think there wouldn't bs any restriction on
any of the investor-ouned utilitiez coming forward with a propozal, uith
others of courze through financial internediarisz, and saying: we need $X
million to continue to supply electricity or natural gas or uvhatever -- of
which vast sums are going to be needed -- to the province. That wvould be the
Yind of thing ue would have a look at, as well as XY nanufactu:zing conpany or
agricultural proceszing, heavy oil, coal, forest products.

MR. STEWMART: Mr. Chairman, you nentioned earlier that the decisieon has been
rade not to fund more than 66.66 per cent of any one project. With the
federal governnent's cencern about self-sufficiency in oil by 1990, and the
possibility that they will be putting on pressure for the developnent of
future o0il =ands projectz, and the fact that the Canada investment division is
not completely used up, is it feasible that we would get ourselves into a
position where we would he funding 66.65 per cent of a project und=r the
Alberta invesiment division, and the federal government would be borrouwing
from us through the Canada investment divizion and funding the balance -- a
position ulhere the conpanies carryving cn the project uwould actually be funded
alnost totally from the provincial governrent through two different divisiens
of our investment?

MR. R. CLARK: Joe would never allow that to happen, Charlie.

MR. HYKDMAN: I guess we'd have to be cautious and g2t good legal advice on
whatever type cof agreement was drawn up with respect to each of thoss loans,
and tie up the "i"s and the "t"s

ARK: Mr. Chairman, to the minister. Mx. Minister, one cf the

e3 I have in lcoking at the report is sorting cut what fits within
of the Heritage Savings Trust Fund comnitrments and which things we
do with gensral revenue. I'd like to start by asking: Mr. Minister., iz that a
questicn that you can elaborate on to us. I use the exanmple of the

announcenent last year of special funding for university libraries -- we're
now funding that out of the heritage fund -- or the refurbiching of the old

covrthouss in Calgary, Governnent Houze South. Yet the money being ussd to
refurbicsh the grounds around the Legizlature Building in Edmonion is conming
out of the General Revenus Fund. PMr. Chairman, I'm not sure whether the
question should go to the Provincial Treasurer or to the Premnier wh=n he cones
before the comnittee. But how is this line drawn? It seens to mre that now,
after being rather firm to start with, it's hecoming a bit of a pick—-and-
choose cituation as to what fits within the anbit of the fund and what is
financed out ©f the g2neral revenue of the province.

MR. HYKDMAN: Mr. Chairman, looking at the basic philozophy of this unique Act
when it was first passed, and the three divisions in it, it's pretty clear,
for exanple, that the capital projects division is for leng-term econeonic or
social beonefits, and relates to projects which, but for the heritags fund.,
would probably never have been constructed. In other wvords, it is sonething
extra and special that Albertanz can enjov as a leong-term economiz or social
benefit, such az Kananaskis park or the cancer centre or the childrsn's
hezpital, uwhich uvnder nornal budgsling, without a heritage fund, probably
would net have been poszible. So I think that's pretty clear.

There is of course, I would concede, an area of judgment, a grey area uhich
is very difficult with respect to the area of cancer and madical resesarczh: the
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difference between pure rezearch and patient care. That's boen discuzzed in
the past, and that will always be a difficult cne to zslice the line on. But
with the Canada invesiment divizion, I think the parareters zre very clear.
g I aritags

fund. The Alberta investnent division has to have tuo criteria nmeb:
strengthen and diversify, and return a recaszonable profit.

So it seens to me pretty clear, with the entities that are in and form part
of the vary diversified portfolio of the fund, that the line iz pretty clear
as to which comes from general revenue and which from the heritaze fund.

MR. R. CLARK: Mr. Chairman, to the riniszter. If the line is zo clear, 1'd be
interested in hearing from someone how the line is drawn on the guestion of

university libraries. We've had libraries at the Universzity of Alberta
virtually since the university started.

MR. HYMDMAM: LUell, the ongoing funding of librariez i3 cne thing, from a
university budget, but perhaps either Mr. Horsman or the Premier, if you want
to gzt into the depths of this question, would nmore likely ba zble to offer a
connent that the committee nav want to explore further.

MR. R. CLARK: Perhaps the Premier's nan in the gallery can make note of that,
and we'll follow that up.

MR. HOTLEY: S5niling man.

Just ene quick question to the minister. Heow many nmeetings w:re there, Mr.
Ministexr, of the investnent committee last vearx?

MR. HYNDMAN: Five.

MR. R. CLARK: I nove uve adjourn.

notion, I'd like to thank Mr. Hyndnan for his participation with this
connittee today. 1I'd remind meanbers that we reconvene tonorrow norning at 9
o'clock for the purpose of neeting uwith the Minister of Housing and Public
llorks.

iR. CHAIRMAN: On your behalf, then, in light of Mr. Clark’'s adjournment

The meeting adjourned at 230 p.m.
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