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Standing Connittee on The Alberta Heritage Savings Trust Fund Act

Thuxsday, October 13, 1579

Chairman: Mr. Peyne 705 p.m.

MR. CHAIRMAN: I recognize, gentlemen, that there are still two or three
members of our committee who will be joining us., but in view of the hour and
the neced to accomplish a great deal this evening, perhaps we could get
started. We do have a quorum and then sone.

I would first of all like to confirm that each of you has received a copy of
the two revised Irrigation recomnendations dsv=loped by the Speaker/Pahl
subconnittee. If so., could I call on you, iMr. Speaker, to make a comment or
two. Did you wish to speak to these singly or together? I'1ll defer to your
good judgment there.

MR. R. SPEAXER: Together, Mr. Chairman. I believe the direction from the
committee was to separate the recommendation with regard to irrigation
districts from the recommendation with regard to drainage on lands cutside
irrigation districts. So that's the first thing we tried to do. The socond
thing we attenpted in the resolutions waz to say that along with the
rehabilitation or reclamation in either area, there would be a research
component. In the drainage one, we did recomnend that there be sone
flexibility, that the support for ressarch could cone fron either the heritage
research trust fund or from general revenue. e left that open. ir. Stewart
felt he would prefer it that way, so we agreed with that point of view.
Otherwise, they're fairly straightforuward.

MR. CHAIRMAN: Perhaps I could give the committee members just a noment or two
to read these two reviced irrigation and drainage receonmendations. Mr.
Speaker, could I confirn that vou, Mr. Pahl, and did you say Mr. Stewart uere

parties to this?

MR. R. SPEAKER: Yes, we asked Mr. Stewart to sit in on the committee, because
he's very interested in the drainage area. The three of us agree on the
subniszion.

MR. CHAIRMAN: Any comnent on either of thesze revized reconmendations?

MR. KHAAK: llell, I just think the comnittee captured the intent of the
suggestions that wexre nade.

MR. CHAIRMAH: Ready for the question?
HON. MEMBERS: Agreed.

MR. APPLEBY: That includes both, Mr. Chairnan.
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MR. CHAIRMAN: Moving then to the five recommendations on Debt/Equiiy
Investments, I see that Mrs. Fyfe has not yet arrived, so perhaps wz'll have
to deal with Ho. 2. You may recall, nembers of the coamittee, that this was
Mr. Knaak's recommendation on a foreign investment divizion. lthen we last
met, we were discussing it and debate was adjourned on it. Mr. Appleby, would
yvou care to resunme debate on Debt/Equity Invezinents, Reconnmendation lo. 27

MR. APPLEBY: Thank you, Mr. Chairman. Perhaps I should have adjourned debate
because I was the last one speaking. I guess I was cne of the tinid souls
last time.

But I have given considerable thought to thisz recommendation since that
time. As suggested at the last meeting, Mr. Chairman, it does have
considerable merit in the long-range view. I feel that if an occasion arises
in the future when the investnent opportunities outside Alberta and Canada are
not available as far as the funds in the Heritage Savings Trust Fund
utilization are concerned, then such a resolution night well be concidered. I
think 1 suggested last time that I felt it was premature.

I think the situation now, Mr. Chairman -- the consensus last time, or ny
assessment of the discussions, was that if this resolution went to a vote of
the committee it would probably be defeated., which would nean we were
rejecting it out of hand as not a worth~while idea to be considsred. I
shouldn't like that to be the final analvsis of the recommendation.

Perhaps in the future Mr. Knaak, being a voung and vigorous msnber of the
Legislature who will no doubt be around for some time, could reintroduce this
when the need for it arises. In consideration of what I have said, perhaps he
would consider withdrawing it, then bringing it back when appropriate.

MR. CHAIRMAN: Would anvone else care to respond to Mr. Appleby's suggestion
before Mr. Knaak, the drafter of the recommendation, responds?

MR. SINDLINGER: I would like to urge the conmittee members to reject this
thing out of hand. (laughter)

AN HOH. MEMBER: Let's not be so harsh.

MR. KNAAK: Mr. Chairman, I think I'm learning every day. I think that is a
fine suggestion that was made, and I appreciate that. I'm prepared to
withdraw it.

MR. CHAIRMAH: Thank you. Debt/Equity Investments, Recommendation Ho. 3. I
believe this was Mr. Pahl's recommendatieon. Mr. Pahl, in vour absence on the
last occasion we nmet as a conmnittee, we initially attempted to discuss all
five recomnendations in the Debit/Equity Invesinents section. Quite
appropriately, we did not discuss your recomnendation at length other than, as
I recall, Mr. Appleby's comment that he felt it night be useful teo change the
word "and" to Yor" betuween "diversify" and "strengthen". I don't recall anv
other conment on that at the time, but I nust confess I haven't checked the
ninutes or the transzript. In any event, [Mz. Pahl, would vou now like to take
advantage of this opportunity to speak to your reconmendation?

MR. PAHL: Mr. Chairman, not having had the benefit of the discussion on the

other recommendationz in this direction -- and it's my own fault, of course --
I do recall Mr. Appleby’'s suggestion to nme privately at an carlier tine on
that point. I can see the wisdonm of that as well., Our senior menksr is
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providing lots of wizdom, both now and earlier. 1 wouldn't feel inclined to
speak vigorouzly for, unless there was strong cppozsition against. I take it
there has been sone debate on the whole subject.

MR. KNAAK: U211, one of the conziderations we had been discussing was uvhether
or not this is an opportune time to go into venture capital. As rany of you
know, at this time I've not been in favor of cuggeziing venture capital
funding in a general way out of the Alberta Heritage Savings Trust Fund.

fiay I suggest the following anendment to shorten the whole thing:

That the Alberta Investment Division of the Heritage Savings Trust
Fund allocate funds to establish a progranm for providing funds to
diverszify or strengthen the Alberta econcny.

And perhaps even nore so, add onto that "and, if required, that the Act be
anended accordingley"™.

MR. CHAIRMAN: Uell, conmittee nembers, we have from Mr. Knaak a tripartite
reconmendation that the word "and" be changed, as was previously mentioned;
that all after the worxds "Alberta eccnomv" be deleted; and that there bz an
additional phrase indizating anasndnent of legizlation if deered appropriate or
if necessary. Discussion of Mr. Knaak's suggested amendnents? I'm sorry, Mr.
Knaak, did you have a further comment?

MR. KHAAK: lell, maybe juszt the reason for it. Or if someone else wants to
address himself to it . . . What this probably turns into., then -- and formnar
nenbers should take credit for it -- is really an expansicon of the use of the

Haritage Savings Trust Fund, since it has been suggezted that the present
interpretation is that any investment nust strengthen and diverszify. If we
use the word Mor" and then amend the Act when it's opened up, we'll be able
have investnents fronm the trust fund that strengthen but do not diversify.
leaves greater scope for investments, and that's really the intent the
reconnendation would then have -- and at the szane tine not defeat the
principle of venture capital funding, leaving that cpen as well.

-t
et O

MR. CHAIRMAN: Mr. Notley, is that furrowed brow an indicatien that you would
like to participate?

MR. NOTLEY: Well, basically I think we have to move into the area of venture
capital funding. I suspect I'm a minority in this committee on that score.
So I guess part of my furroued brow related to the fact that we were going to
sidestep the basic propozition in Mr. Pahl's recoanendation.

The other thing that concerns me a bit -- I think the Official Opposition
has a couple of recomnendations on diversification, and so do I -- it seems to
ne that if we say "funds to diversify or strengthen®”, we shift that mandate
away from diversification a little more than I would like to =mee. That's one
of the things that Xkind of troubles ne. WNe could argue that a number of
things strengthen the =ccnomy, but they don't necessarily contribute one
little whit to diversification. It's a sly distinction thexe, but I think an
inportant one.

R, CHAIRMAN: What kind of distinction, Mr. Hotley?
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MR. NOTLEY: The distinction between "diversify and strengthen™ and "diversify
or strengthen”". '"Divarzify and strengthen” means we recognize two things.
Now we're zaying one or the other, and that troubles re zonewhat.

MR. MUSGREAVE: WKell, I would just respond to lir. Hotley and say I don't knouw
why it would trouble hin. I would think that putting in "or" instead of Yand"
breoadens the possibilitiesz of improving our econony. For ewxanple, vou could
be taking some nineralsz ocut of the residue left over fronm the tar sands. That
isn't done now. Sone people may say, wzll, that's working with depleting
assets, yvet technically it wouldn't be. But the way the Act iz now, it would
say you really couldn't do that. By changing "and" to "or" you can do one or
the other.

R. KNAAK: Mr. Chairman, I just had a very short example. The question is:® we
have an Auditor General, and there's no intent to shift a big emphasis. 0One
of the concerxrns iz if there is an opportunity or a desire for the government
to invest in another oil sands plant, it would not be as nuch diverzification
as strengthening. Rather than be concerned about a breach of this provizion,
it's probably better to accept the suggested alteration.

MR. NOTLEY: I don't think there's any question that the change broadens the
scope sonewhat. The problem I have in ny own mind is wvhether or net I want it
broadened sufficiently that we can shift from the exmphasiz on divezzification
to the possibility of noving too easily into things which, one could argue,
strengthen. But one could also argue that it's essentially just building on
the resources we have.

Rather than spending a lot of time getting into that argument here, two
cther rccommendations are coming up down the road where we're going to go
through the same process. So rather than prolonging the discussion, that's
really all I have to say.

MR. CHAIRMAH: Mr. Pahl, I feel an obligation to give you an copportunity to
speak to what really are two or three amendments to yvour recommendation
suggested by Mr. Appleby and Mr., Knaak. If you're prepared to accept those
amendnents, I'm prepared to azk the question.

MR. PAHL: Thank you. Mr. Chairman. I suppose we can "and/or", which would
satisfy everycne, and I'm not entirely facetious. I think it's a legitinate
sense: "diversify and/or strengthen®. Does that lose the sense of your

amendnent, Mr. Appleby?

I hesitate to give up teo easily on the thought that "venture capital
funding of Alberta owned and Alberta based firns"™ be rejected. I accept the
point that the investnent division has a mandate to a competitive interest.
That would nmean that sonehow vou have to get over that curve where probably
only one in every 10 sort of innovative developnents'succeeds with spectacular
pay-offs. I accept that sort of concern. I hope that's the gqualification Mr.
Knaak is placing on the reconmmendation.

I weould argue that we could nove a littls closer to the rationale. because I
sonehow fear that the zense of my intention would be leost if we stopped at
"Alberta econoav" without perhaps -- loszing the sense of venture capital, then
you go to "Alberta ocuned and Alberta baced firms": That's sort of funcdamental
to ny feeling about what it means to diversiiy and/or strengthen the Alberta
econony. I just don't see that sense of strengthening occurring where the
beneficial owners of the ceonpanies that we would put equity into would be, by
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and large, outside Alberta. That worries me; accepting it moves quite a bit
away from my intention.

But I would appreciate a little more elaboration froa Mr. Knaak or others in
terns of how we could accenmodate my concexn.

MR. CHAIRMAN: Through the Chair, Mr. Pahl has asked comnittes nenbzsrs for
their views on how his concezn for Alberta-owned and Alberta-based fixns, as
phrased in his original receomnmendation, could bs preserved, in light of the
suggested amendments. I'd like to ask Mr. Knaakx to rezpond, becausze I suppose
it was he who suggested the deletion after the words "Alberta economy".

MR. KNAAX: Maybe I can ask a question in return. Mr. Pahl, is the conecern
that you want to keep in the question of venture capital? Is that the issue?
The resason I suggested the amandnent is that in the last discusszionsz, I sensad
that majority were not zupportive of a broad-baszad ventuze capital funding at
this time. Rather than defeating such a motion, for that reazon 1 stopped at
"Alberta econoay", and really changed the intent somewha%*, nevsartheless saved
the original suggestion and rsconmmendation.

MR. CHAIRMAN: I'm not so sure that that was Mr. Pahl's primazy concezn.
Correct mne if the Chair is wrong here, Mr. Pahl, but I think his concern was
more with the deletion of the referencs to "Alberta based and Alberta ouwned
firms" than to the venture funding reference. Is that correct, Mrz. Fahl?

MR. PAHL: Yes, there wesre sort of . « I guess 1 identified the need, then
speculated on the vehicle. I would pleased to see progress in the senze of
sone flexibility in the direction of the funds. MNot having had the sense of
the past meeting, I will accept both amendments and ask that the question be
put. It now reads:

That the Alberta Investment Divizion of the Heritage Savings Trust
Fund allocate fundz to establich a progran for providing funds to
diversify and/or ztrengthen the Alberta econonmy.

MR. CHAIRMAN: I'm not so sure this i3 entirely appropriate in terms of
parliamentary procedure, but an alternative occurs to me. That would be "to
establizh a program for Albosrta owned and Albexzta bazed firas". I'n not co
sure I would agree with that; I'm just indicating that's one way to preserve
vour earlier concern about the deletion to the reference o Alberta—-cwned and
Alberta-based firms.

MR. R. CLARK: Mr. Chairman, aren't there two things here that we have to keed
our eye on? If one looks at the fourth line of the raticnale, we're talking
about forgivable loans. In the proposal Mr. Pzhl has bzfore the coanittee,
when we say allceccation of funds, i1f we're really talking about forgivable

loans, that's a whole new concept fron the heritage fund. I'd ke very
interested in knowing, Milt, if that's what vou have in mind.

MR. PAHL: I guezs I have to plead guilty to thinking a little bit ocut loud
with the rationale. I anticipated, quite f£rankly, that there uwould b rore
than one reocommendation coning from the conmnittee in this regard. I guess
you'd have to zay that the wvay the ra2commendation is5 formed, you couldn't
accept the alternatives -- the alternatives within the rationale are
exclusive, one from another, if that makes sensa to you. In other words.
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"forgivable loanz and/or minority equity positionz” would be cne alternative.
Another alternative would be to provide default insurance, which is sort of
saying there's a normal curve associated with investments:! you have zone good
ones, spesctacularly good., some bad ones, and thoze in the niddle. And one
would tand to offset the other, althouzh I would fesl that sone ninor noves in
terrms of the Alberta investment division's range of alternatives would be far
better than lozing the whole recommendation.

MR. CHAIRMAN: Mr. Pahl, I have to confess I'n not entirely clear where you nouw
sit with respect to the zuggested amendnents. Could you clarify your position
on Mr. Knaak's amendnent?

MR. NOTLEY: Question on the amendnent.
MR. PAHL: Yeah, I . .
MR. KNAAK: I'n agreeable to that. (laughter)

M2. CHAIRMAH: I detect from some non-verbal as well as verbal clues that if

you were in fact prepared to accept those amandnments from Mr. Knaak, I think
the comnittee would be ready for the question, but I don't want <o hurry you
unnecessarily.

MR. PAHL: Yez, I think that would be best, because I'm a littile behind the
discuscion, to zay the least.

MR. CHAIRMAN: Uell, without agreeing that vou're behind the dissussion, Mr.
Pahl

AN HOH. MEMBER: Agreed.

MR. CHAIRMAN: lle then have Mr. Pahl's Recomrendation Ho. 3 on Debt/Equity
Investments, with three amendments suggested by Mr. Knaak: first, changing the
word "and" to "and/or"; deletion of all after the words "Albzrta eccnony™; and
the addition of a phrase, "and, if recquired, the Act to bz anended
accordingly". Do I have agreement on that amended recenmendation?

HON. MEMBERS: Agreed.
MR. MUSGREAVE: Without any referencs to venture capital?

MR. CHAIRMAH: That's correct.

Debt/Equity Investments. Recemnmendation No. 4. Mr. Notley, would vou care
to speak further to thiz recommendation?

1

MR. KNOTLEY: Mr. Chairman, I spoke on this last time; I think it's fairly
straightforward.

MR. CHAIRMAN: Do any of the cenmmittee nenbers have questionsz of Mr. Notley?
B f its brevity, perhaps I could read it aloud:

That the committee urge the governmant to set az its priority the

investment of Heritage Trust Fund meney in Canadian rather than
foreign controlled corporations.
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VE: I have a question for Mr. Motley. I would imagine from this
he would b= suggesting that such investnents as were made through
Syuncruds in Gulf Canada and Inperial 0il would not be nrade?

MR. MUSGRE
a

A
notion that

MR. HOTLEY: If you're azking for ny personal epinicn, Mr. lMusgreave, the
anzwer would be no. That's correct. ©But the proposal here baszically cet
that the yardstick should be "priority"; in other wordz, the priority chould
be the investment of heritage trust funds in Canadian as cppossd to forsign-
controlled conpanies. I think there would be a number of cases uhere I would
have some real qualns about investments, but the propozal does not say "no
foreign investment". It would lezave that latitude, but would set cut the
objective of saying that the priority zhould be placed on Canadian investment.

It was an effort to try to glean as nuch as I could frem the discucsions we
had four or five years ago on the foreign investnent cornittze. Rather than
taking a Walter Gorden?itel Hurtig line entirely -- which I nust confezs I
might be rather nore synpathetic to individually -- nevertheless I felt this
was a position that might at least be reviewed by other menbers of the
connittee. So I'll keep it at that.

MR. APPLEBY: Mr. Chairnmzn, ny impression or undersianding is that this is the
procedure being folloued at the present time. Investnents in Canada, and I
think the one in Quebec Hydro, are an indication of the way the investnent
procedures are carried out. I have a feeling that at this time, such a
reccnanendation is rather superfluous, because I underztand that this is the
sort of thing that'sz going on.

MR, KROTLEY: Well, Mr. Chairman, I think there is a distinct difference here.
The investment procedure at this stage is based on ths tuin objectives of
reasonable return and tending to strengthen and diverszify the Alberta econenmy.
What I'm saving here is that we should be setting a priority of investing in
Canandian as opposed to foreign companiez. I think there is a subtle
difference there.

How, 1 suppose cne could argue that the government has been follcwing that.
One could also argue that the governnent has bsen following the reccommendation
we just passed. A lot of these things tend to be reassertions cf arguable
points. People could say, well, we've been deing it anyway, so why are ue
recomnending it again?

I'm not sure I would accept that suggestion or assertion in the case of
Recommendation No. 4. What it wculd do, I think, is rnandate the investment
connittee a little more firmly to set a priority cn investing in Canadian
companies.

MR. APPLEBY: Mr. Chairman, following this up. HMr. Notley has already
indicated that he probably wouldn't consider that the Cities Serviece/Gulf 0il
debentures should be elininated as far as investnents are concerned. It could
be that a situvation would arisze where it night be expedient to nake such an
investnent in the future in order to get sone nmassive developnent under way.
If we have a recomnendation like this on record., I feel that at stage of the
game it might be brought forth saying, this izn't in keeping with policy we've
set up. I'd be heszitant to vote for such a recoamendation.

MR. R. CLARK: I would sinply like to say, Mr. Applebv, that I would hope that
cabinet paid that nuch attention to our recommendations.
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MR. APPLEDBY: We can try.

MR. NOTLEY: So far our batting average in past recommendations has not been so
much that the cabinet standz in total awe of our recomrendations.

iR. APPLEBY: Yeah, but who was going to bet on the Pirates three ganes ago?
(laughterx)

MR. R. CLARK: I did.

MR. CHAIRMAN: An I to infer from this frivolity that we've exhausted our .- .
MR. HOTLEY: I think the arguments have been put, and there really isn't much
point in -- I'd just c¢all for the question.

MR. CHAIRMAN: Okay. Thoze in favor of Reconmendation MNo. 4, Debt/Equity
Investments: Mr. Speaker, Mr. Hotley. lir. Clark. Those against: the record
should zhow the remaining menbers of the comnnittee voted against.
Recomnmendation No. 4 iz defeated.

Mrs. Fvfe, would vyou care to speak to Recommendation No. 1. UWe got off to
an ecarly start tonight, and just proceeded with nos. 2, 3, and 4. I thought
before we went on to 5 and the new section, we could deal with vours.

MRS. FYFE: I apolegize. 1 indicated lazt time that I would either rewrite or
withdrau. Az I think there have been a number of investments made in various
corporations in Canada, I would like to withdraw this motion. I think it's
redundant.

MR. CHAIRMAN: Okay, Debt/Equity Investnents, Recommendation No. 1 is
withdrawn. Debt/Equity Investnents, Recommendation ho. 5, Mz. hotley.

MR. HOTLEY: Mr. Chairman, KRo. 5 i3 a recommendaticen I had subnitted last vear,
and I believe the 0fficial Opposition had subaitted a zomewhat similar one. I
would be less than honest if I didn't say that conmnittee last year, after
considexable discusszion, voted it down. But I happen to disagree with the
connittee's decizion last yvear, and I felt we should be lcocoking at a sinilar
concept this year.

Bazically what we're examining here is using part of the heritage trust fund
in a way that is, quite frankly, desliberately more liberal -- if I can use
that expression in this connmittee

MR. CHAIRMAR: It's entirely appropriate.

MR. NOTLEY: . . . or flexible than the normal guidelines that would apply to
heritage trust fund investinents.

The problem that various people in the native conmunity whom I've talked to
have brought to ny attention is that it really izn't possible for then to get
into business easily -- I shouldn't say "easilv", because we don't necessarxily
want to get pecvle in who are going to be going out the next day -- even if
they have reasonable propcsals. They just aren't in a position to put
together that initial package of venture capital.
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So in a zenze what I'm doing 135 taking part of Mr. Pahl's preopozal, where uwe
look at the concept of venture capital, and applying that the native
connunity.

I think I'd also be a little less than honest 1E I
gather zeveral years ago, some consideration was bel
concept, but it was dropped by the government of Alb
that when the government of Alberta was conziderxing n
the right track; uwhen they dropped it they were on *the wrong
though I would be the firzt to recognizs that the failure rate night be, by
other standards, even unacceptably high, I think the gains that would aczcrus
would make it well worth investment from the heritage trust fund.

MR. CHEAIRMAN: You've heard the intreductory comnents of Mr. NHotley, whose
reconnendation this is. Any connments or questicns of Mr. Notley?

MRS. FYFE: Well, I have some concern that this fund would be established fronm
the Heritage Savings Trust Fund. 1 certainly have sympathy for establishing a
fund that would have nore flexibility for people of native background. But
I'm wondering if it would be in the best interezts of people who have not had
perhaps as nuch business enperience o provide then with a maxinun cpportunity
for educational background and any assistance in establishing a business, but
also if it could be done through one of cur conventional agencies, such as the
Alberta Opportunity Company, but through a special fund set up under those
auspices.

I think it's important to have a clirmate of businesslike prccedures so that
it doesn't become psychologically something that iz sort of set up with a
forgiveness climate. I don't think that's the sort of atmosphere we would
want to create. We would want to have successful businesspeople as nuch as
possible, successful business ventures. Thexefore they have to be evaluated
in that light, but with additional assistance that naybe would not bhe
ordinarily available for other Albertans.

I don't know if Mr. Hotley would consider that kind of amendment to his
motion, but I think it would be nore appropriate.

MR. CHAIRMAM: tMr. Notley, did you want to respond to Mrz. Fyfe's question.

fR. NOTLEY: I would be delighted, as a natter of fact, if uwe could persuade

the Alberta Opportunity Company to zet up a native -- or some kind of fund
under the purview of the Alberta Oppertunity Company where we would lock at a
form of counselling. I hate to use the term "lesgss stringent”, but I think we

have to call a spade a spade. If we vant to use very stringent requirements,
we're not going to get many loans out to native people to get into business,
I'1l tell you. We'll have the welfars cycle on and on and on.

You have a number of youngsr people now who have ideas; & number of then
have a good deal of training, university training in cone cases. But they
don't have the access to capital, and that's not always their fault. Llle have
all zortz of hidden problems. not the leazt of which is many, mnany vears of
sorry spectaclez, examples of projects that have gone awry. That's had an
impact on bankers and, frankly, it's had an inrpact on the Alberta Opportunity
Conpany. Unless we say, all right, we're going to take a chance, then we can
say ua're going to have equal opportunity, but it will be equal in nane rather
than fact.

NOFFICIAL



-382-

MR. CHAIRMAN: Mr. Hotley, juzt a question for my own bznafit. When you agree
with Mrs. Fyfe's suggested anendnent of wuszing the Alberta Opportunity Company
per sc, or an AOC fund, are you then relinquishing thisz refarence to equity
financing?

MR. NOTLEY: I think I have to do that in fact, because we've already voted on
a notion that said we're going to cidestep the question of venture capital.
Frankly, I think we have to take a look at that. But in terms of this
reconrnendation, Mrs. Fyfe's recommendation that we ask the AOC to lock at
separate fund, which would be loan capital, would be perfectly reasonable
far as I'm concerned.

Now, the term "equity fund" is really a misnomer, in a sense. It iz a tern
that has been used ameng the native community as a consequence of these
discussions several yecars ago. There was never really zn intention, as I
understand it, to et up a form of venture funding at that tire. It was a
form of loan, but M"equity fund" becane widespread as a texm which really
isn't totally accurate.

)

o>

o

MR. CHAIRMAN: Mr. Clark, did you wish to comnment on the reconnendaticn az well
as the amendnent suggested by Mrs. Fyfe?

MR. R. CLARK: Yes, I'm planning to support the zuggesticn. We put a
suggestion before the conmmittee last year. It
connittee.

I appreciate the commentsz Mrs. Fyfe made. But, Mrs. Fyfe, I recall -- I
don't aluays like to say, back earlier —-- but about thres years ago the
Alberta Opportunity Company was instructed by the governnment to try to nake
some funds available for native equity ventures:. It just never got going.

The thing bogged down. I think until this comnittee, then hepa2fully the
governnent and the Legiclature, is prepared to say: look, publicly w= all
recognize that we'xe not going to get the kind of success rate here that you'd
expect even from loans through the Alberta Opportunity Conpany, let alone
loans through the conventional lending institutions. Until we're prepared to
do that, I really think we're spinning our uwheels scomewhat.

It's really froa that point of view that I'n prepared to support the notion
here. One of the things that rather intrigued rme in going this way would be
to set something like -- oh, I'd pull a figure out of the air -—- an amount,
kind of revolving fund from the heritage fund; take a lunp sum of roney, take
the intereszt, and nake that available fer equity ventures to the native people
each vear. That was really the gist of the proposition we put forward last
year.

Rather than get involved in the argument of the vehicle to do it, it just
seens to me that we have a very few yvears to show a nuanber of our native young
peceple, who are beconing guite sophisticated, that we're prepared tc take an
additional step for them really to be parzt of the 1980s econonmics in Alberta.

The last time I was on a rezervation., I recall the point b=2ing nade very
clearly to me that, vou know, sure it's great for you as a farnzr at Carstairs
to be able to go and gzt some nmoney frem the bank; you have your land as an
individual. But for three or four voung fellowz on the reszrve vho have an
idea they want to g2t going. uvnless they can get nonsy from the band council,
there's just no other vehicle for then.

£ 0

as not approved by the

MR. CHAIZMAH: Mrz. Knaak. I'm sorry, Mrs. Fyfe, would you care to resvond to
that queztion. I prezume it was directed to you.
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MRS. FYFE: I was just going to respond that I think I said in ny connents that
it would have to be a fund set up for a zpecific purpose, but that I'm really
concerned about proliferation of additional agsnciez. I think in order to
draw in many of the voung native people, particularly the vyoung ones, it is
inportant to keep them in the main ztrean, with some additional
considerationz. I think we are agreeing on all those points.

MR. KNHAAX: I like Mrs. Fyfe's idea and Mr. Notley's idea. I too would like to
support the suggestion nade by all three memberz that the funding —-- I guess
when we talk about a fund. we're talking about zonething in additional to, or
in sone conceptual way separated from the rest of the funding fund of the
Alberta Opportunity Cecnpany, with sone zpecial considerations for the native
pecple, as was pointed out. I like the idea and wonder if sonsone has a
suggestion for wording of an anendment.

MR. CHAIRMAH: Before we can for a suggested wording, the Chair has one here on
the basis of what's been said so far. Mr. Panhl, then Mr.Borstad.

MR. PAHL: Thank you, Mr. Chairman. I have to bs the dissenting voice here.
This thing to me smacks of reverse discrinmination. There are a lot of people
in Ednonton MMill Woods uwho have good ideas and they don't happen to have a lot
of nmoney or capital and they're not Indians either. I guess I'm raising ny
voice for the equity fund down at the lsvel where nobocdy has any equity. That
may sound at the bottom of the barrel, but that's where a lot of ideas start.
I juzt have to say, affirnmative action progranzc are okav. But if vou talke
them to their logical extension, you wind up doing the other thing. I have to
fcel there are delivery programs in place that may need a look at. In all
fairness to every other Albertan who doesn't happen to have a farm at
Carstairs, I have to indicate ny reservation for an affiramative action progran
in equity or even in the Alberta Opportunity Cenpany that has a forn of vhat 1
would call reverse discrinination.

MR. CHAIRMAN: Having heard Mr. Pahl's reservation ~=- no pun intended -- did
you wish to respond, Mr. Borstad?

MR. DORSTAD: I could agree with the intent of Mrs. Fyfe's notion. But I would
like to see it set up az a completely separate fund, if it's going to be

ceparate, and in the Alberta Cpportunity Company, particularly for native and
Metis people; set up in such a way that there iz counselling support with it.

MR. KOTLEY: Could we hear your suggested vording, tr. Chairman. You nav be
able to . .

MR. CHAIRMAN: Well, it might be inadequate in light of the last contribution:
That consideration be given to establizhing a fund within the
Alberta Opportunity Company to provide financing for business
ventures establizhed by native . .

And I noticed the reference to Metis, and w2 right wvant to cone back to that

« « . people in the province of Alberta.
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MR. NOTLEY: It zeens to me that would z+ill be conzistent with Mr. Lorstzd's
concept. You wsre suggesting a separate fund within the AGC, wearz vyou not?

MR. CHAIRMAN: Are you ready for the question, then? IMrz. Fyfe.

MRS. FYFE: I would juzt like to make one comment tc Mr. Pahl's conmnent about
rezidentz in Mill Moodz. [lost leans that come in fron the Alkerita Cpportunity
Conpany now have gone outside the urban areas. Many poople within urban area
find it easier to establish businezs ventures and receive conventiecnal
lending. The problem of noct the native people iz that thev carnot get good
credit. They may be good risks, but because they're lumped into a
classification or geographic area, they are refused conventional lending.

Thiz iz where one of the largest preblems arises for them.

MR. CHAIRMAN: Do I have agreement, then, with the recomnendation as amended,
read by the Chair?

HON. MEMBERS: Agreed.

MR. CHAIRMAN: Thank you. That conpletes the Equity/Debt Investments section
Moving to the Energy section, beginning with Energy Reconnendation No. 1,
submitted by Mr. Hotley.

MR. NOTLEY: Mr. Chairman, very straightforuward. At the present tine we have
done a little funding in that area, but it's essentially inventories of what
other jurisdictions have dene. That's certainly a place to start. But I
would like to see Alberta nove a little more quicklyv and boldly in the area.
The c¢overnment of Sazkatchewan has invested some nmoney in selar
experinentation. This particular reconmendation is soneuhat to a Unifarn
propocal of several vears back, although Unifarm related theirs very clearly
to the agricultural connmunity.

I would like to see us increase our investnent in the general area of
altexrnate enerxgy.

MR. BORSTAD: I believe a good portion of these things is going on within
departnents now. If the concern is that we're not moving fazt enouch, then I
would like to see a reconnendation like we made for highways -- nuke sone
reconnendation to those departnents carrving out this research neow to block
fund some more, so they can continue their work.

MR. BRADLEY: I'd like to agree with what Mr. Borstad says. I think quite a
bit of recearch is going on in a number of different departments, particularly
the energy resources ressarch fund. There's a $3.6 nillion component thers
over a three-year period uith regard to solar and wind. think undaer that
$97 million fund, there should be more dollars ceme in that area. That's a

sizeable anount of money being spent in energy rescurces and in the reneuable
energy resource area.

MR. HOTLEY:® Mr. Chairman, the wording in this recomnendation could have been a
little more clearcut. I'd like to zce uz sort of draw together nore than we
have. We have a little bit here., a little bit there, and a 1ittle bit
elsewhers. Just as we have done with the 0il Sandsz Research and Technolegy
Authcority -- wa2've given the thing enmphasis, because we've drawn together .
. The reszearxch and technology authority have contracted private companies:
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they have contracts with the university and various agencics of governnent.
But there is one co-ordinating authority that can give scome sort of overall
inpetus to the *hing. That iz wvhat I zee is lacking in our program at the
roment. It's not that we don't -- as Mr. Borstad cuggesis —- have certain
things being done. But it's pulling it together and giving it a little nore
of a push.

MR. BORSTAD: (inaudible)

MR. BRADLEY: In some of these areas, as Mr. Hotley has said, it haz been going
on. There has been co-ordination, particularly in the energy resouzces
research fund, drawing together what has been done in other areas. Looking at
putting some funds into research with regaxd to technolozy in the solar and
wind area, as I mentioned, bringing together all the research in the province
under the Alberta Reszearch Council and the Department of Energy and Hatural
Resources into one focus betusen Alberta and Canada -- a very exciting
project.

MP. CHAIRMAHN: Inasmuch as reference was nade to the Alberta Research Council.,
did you wish to participate in this discussion, Mr. Musgreave?

MR. MUSGREAVE: Mr. Chairman, they are doing some work already in some of theze
areas. I understand the university is doing a pregran uwith conmpany over
there, this bicmass. But they are doing some work on solar energy; they are
doing some work on wind energy. Not a lot, but they are doing sone, Mr.
Chairman. If we get the right kind of favorable tresatment from the
Legiszlative Assembly next spring when the budgset cones down, we'll do nore.

MR. CHAIRMAN: We'll ignore that last commercial. Mr. Knaak.

MR. KNAAK: I don't think I need to repeat ny views on this. I've aluavs
concsidered the Heritage Savingz Trust Fund as a big piggy bank, in that it

" should be invested in capital and capital-related investment projects. I have
felt that this kind of research should be a noramal budgetted progranm, out of
Environmnent especially, in light of our budgetary surplus.

MR. CHAIRMAN: I have no suggested anendments, then. Ready for the question?
Those in favor of Energy Racommendation Ho. 1: Mr. Hetley. I assume the rest
disagree. Thank you.

MR. MOTLEY: My batting average is higher; I'm really not offended if a notion
is voted down. (laughter)

M. CHAIPMAN: Mr. Pahl, would you speak to PReconnmendaticn HNo. 27

MR. PAHL: Thank you, Mr. Chairman. The recomnendaticn:
That Heritage Savings Trust Funds be emploved on a progranm to
conduct a provincial renewable and non-renswable resource inventory
over a five to ten vear horizon uwhereby the accunulated information

would be computer stored and publicly available for optimum planning
and developrent of the province's renewable and non-reneuwable bases.
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sinply reflects the fact that in order to plan and develop our ezonony,
particularly in the need to move from thosze areas of non-rencwable resourcez
to renecwable resources, we need to have a better handle on the data that will
go into that planning. That iz the macro-sense. In a pore direzi way, I have
a concexrn in the non-renewable rezsource base area, particularly, that uvhen we
as a governrent try to make a deciszion with respect to the anount of reserves
we have in place or the anount of gas that should be sent off to the United
Statez or to eastern Canada, we have a national energy board zit dowun and azk
the oil conpanies that are active in Alberta how much gas we have in the
ground and uhere it should go. I think there's cnough at stake hexe, both on
the macro and micro =- in terns of one or two sets of commodities -- that we
need a better information base, so we can take the guesses out of the area.,
for exanple, of oil and gas exports.

Sc there are two phases:! one is rather broad in its intent: the other would
be very specific in its utility to optirum resource use in Albe

31
e

a.

PMR. R. CLARK: Mr. Chairnman, I would just make two quick coamnentz. One would
be that I think this iz the kind ¢f thing we should be financing out of the
nornal operating budget of the province. Secondly, with regarxd to Mr. Pahl's
connents about exports and zources and so on, *he Energy Resources
Concsexvation Beard iz the agency vhich has that responsibility under
legizlation. Even if the National Energy Beoard were say, yes, you can export.,
Albexrta has to be satisfied that we have the anount in surplus cof our oun 30-
vear needz. So, while I'n synpathetic to thiz kind of renswable resouzce
inventory, that pretty obviously iz the kind of thing that should be on an
ongoning basisz in the dspartnent.

MR. PAHL: Mr. Pahl, did you want to respond to Mr. Clark's suggestion that
this would be more appropriately a genzral revenue departmentzal iten as
opposed to a heritage fund item?

MR. PAHL: Thank vou. I accept the point as well taken. and wvould subait that
all things being perfect, that's where things such as nedical research that
have bsen funded undsrxr the lizrxritace Savings Trust Fund would ge. My view is
sinply that there 1z not enough priority attached to it in ternas of funds or
in terns of thes project-crientation that Heritage Savingzs Trust Fund lends
itself to. If we put it in a departrent, it becones sort of, ho-hun., ue do a
little every vear. I think there's a recognition that it needs to be done,
but it juzt hasn't been done with the sort of dispatch I think is necessary in
terms of the planning uwe have to look forward to. The Enercy Resources
Conversation Board, although you're are quite correct that they have a nandate
to lock at reserves, don't have the easy crossz-access. As exanple, if I may
Mr. Chairman, is5 where vou're sitting in a situation where you have to decide
what sort of level of developnent can b2 accepted -- let!

plants, or even gas processing plantz -- then you try to
the level of buffering capacity in the surrounding soil.
information bases that are hung on the sane conpatible basis that we can nake
thore judgments with the sort of infornation that, adnittedly, should and will
over hundreds of years be devesloped by line agencies. I would "'gc::t hat
it's of high enoush priority and important enough for coptinun developnent,
that would be something that could receive lexritage Savings T

priocrity in funding.

5 uze o0il sands
interface that with
e don't have

rust rund
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MR. MUSGREAVE: I guess I was naive in nv experience in the oil industry. I
was under the impreszion that the EMR. 2. CLARKB was deing the very thing Milt
says they're not doing, or at least neot deing as well as they zhould. That
concerns me. Pernaps ny underztanding of how the Ei'R. R. CLARXK3 cperatez --
1t's operated under what iz eszentially a tax on the oil industzy; it doesn't
cone out of any other funds.

MR. NOTLEY: It's fifty-fifty, ien't it?

MR. MUSGREAVE: Okay, ves. UWhat I'm concerned ahout though -- vou know, I used
to uwork for an oil company and they always accused our coampany., that
everything we said or did the EMR. R. CLARKB autonatically adopted. It took
us years to live that down. But I was under the inpression they were a fairly
independent agancy, protecting the interests of Alberta citizenz. There is a
lot of argqument about some of the parameters they usze and the terms and
understanding of people. But I can inagine, if you left the oil and gas
industry alone and went to renewzble resource inventory =-- being prejudiced,
I'd 1like to suggest that the agricultural community should then bes taxed
fifty-fifty, that we would assess a tax against them to cons cut with the szane
kind of inventory, a method that is b2ing suggested here. I inagine that

would be a pretty tough one to fly politically. I can sse ny rural friends
chuckling.

MR. NOTLEY: I wouldn't try it while canpaigning in Barrhead. (laughter)

MR. MUSGREAVE: Believe ne, I wouldn't.

12

2. HOTLEY: On the other hand, it night be helpful if you did.

MR. MUSGREAVE: In brief, Mr. Chairman, I don't think it should comne out of the
fund. It should be provided by general revenue through other dapartments.

MRS. FYFE: I agree. I don't think it chould cone cut of the fund. either,
although there nay be sufficient need for pricrity in an item like this in a
governnent with zurplusesz. I agree uwith the comnment that Peter nade, that the
fund should be a piggy bank and not a slush fund. BSecause it's been done in
the past and there have been projects that have long-term social benefits --
if there is an alternate way, I think we should be very careful that the funds

are enployed for a monetary investment for the future. I couldn't possibly
support it.

MR. KMAAK: I understand lMr. Pahl has had experience in thiz area and knouws a
little on the inside of vhat's happening. I'm uwondering if ths Chair would
entertain a suggestion that we say that the Department of Energy and Matural
Resources consider a program to conduct . . . Then vou go con, "to maintain
the continuad viability . . ." Then at the end, you add "to naintain the
continued viability of the Heritage Savings Trust Fund". Since the Heritage
Savings Trust Fund ic dependent on resource revenues and resource revenues
are, to come extent, deopendent on -- ny friend here iz ready to vote against
it before he has heard my suggestion. Since resource extraztion. depl=table
and rencwable are to sone cxtent dependent on proper inventory, I'm wondering
whether the Chair would entertain zuch an anendnent.

UNOFFICIAL



-388~-

MR. R. CLARK: Mr. Chairman, an obzervation: I think the hon. Menber for
Edmonton Whitemud is actually attempting to becone Anthony Eden tonight.

MR. CHAIRMAN: Before I rezspond as to whether the Chair iz prepared to
entertain that, I would appreciate sones direction fron nmembers of the

connittee. I'd like Mr. Appleby to rezpond, but first I would like to remind
Mr. Sindlinger and others that non-verbal cues are very difficult for Hanzard.

MR. APPLEBY: Thank you, Mr. Chairman. I suppose what I'm doing now, after the
last two or three speakers and PMx. Clark some time ago, is re-enphazizing the
fact that this should come out of current revenue, surplus funds, or whatever.
I have in nind zspecifically to mention the fact that the Alberta Forest
Service has just completed such an inventory, and is in the stage right now of
assenbling the inforamation. I suppose i1t'c nuch easier to do a visible
resource like forestry. When yvou get into thece non-renewable rescurces, like
petroleun or coal, it's pretty difficult to come up with an inventery that
would be accurate for the future. HNeverthelezs, ny feeling now is that I
would vote against this because I don't think it =zhould be out of the Heritage
Savings Trust Fund.

MR. BRADLEY: I've been acked to be conzistent, Mr. Chairman. I1'd have to put
forward the following argunents, similar to the ones I nade earlier. In the
non-reneuable resource area, there iz a project under the energy resources
research fund Which does exactly, or practically exactly, the thing which Mr.
Pahl iz suggesting, in my estimation. Therefore, te be consiztent I would
have to register ny negative vote.

MR. CHAIRMAN: Thank vou. Before asking the question, nay I ask is there any
connittee merber support for Mr. Knaak's suggestion of the change fron
Heritage Savings Trust Fund to Gz2neral Revenus?

MP. KHAAK: I'11 withdraw it.

MR. CHAJ “AN: Those in favor of Energy Reconrmendation No. 2, please signify.
Thosa against? Reconnmendation Ho. 2 is defeated.
Mr. Motley, would vou care to comment on Energy Recommendation Ho. 3.

MR. NOTLEY: It's just a suggestion to the investnent connittee:

That consideration be given to expandad loans and/or equity
participation in ensrgy projects cutside Alberta being undartaken by
Petrocan or other Canadian provincial public agencies.

The "and/or equity" really relates to Petro-Canada. Whether or not the
federal government finally decides to put part of it up for sale or on what
basis, I would think ws want the Alberta governnent to be in a positioen to
consider acquiring part of it, if they chose, if they thought it wias a2 good
investnent.

The other acpect of it: the expandsd loans -~ we already szw the beginning
of that yesterday with the loan to Quebec Hydro. I think that's very
inportant. le are going to find other provincial governments, I would hope,
looking to Albeorta for capital financing for ensrgy-related projects. It
zeens to n2 u2 should be well and ready prepared to accomnrodate thoze
requests.

UXO
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MR. BORSTAD: I support that notion it we drop zuver g off after "Alberta®.
That last sentence hothers ne! "beaing underiaken b rocan or other Canadian
provincial public agenciez". If we just ctop at the end of "Alberta®™, I could
support it.

MR. NOTLEY: If I were having a caucus, I would zay no. But being here with ny
colleagues on the committee, I would think that would be reasonable.

MR. MUSGREAVE: I was going to make thz sane
menticn that Mr. Hotlevy has his whole cavcus
us. (laughterx)

estion, I was going to

sugg
kere; he has the advantage over

g
e

MR. CHAIRMAM: For the benefit of Mr. Bradley and Mr. Pahl, in your absence it
was suggested by Mr. Borstad and, in zffect, seconded by Mr. Musgreavs that
Energy Reconmendation No. 3 be passed by the conmittee with the deletion of
the wordsz that follow the word "Alberta"™. The reconmmandation would then read:

That consideration would then be given to expanded lcans and/or
equity participation in energy projects ocutside of Alberta.

Are we ready for the questiocn? Those in favor of the reconnendation as
anended. Any opposed? Passed as anmended.
Energy Reconnendation No. 4, Mr. Borstad please.

MR. BORSTAD: lle're doing such a good job changing all these, I would like to
change nine before we even discuss it.

MR. CHAIRMAN: That's right, I'm sorrzy. I apologize, Mr. Borstad. He had
given re copies of an amendnent to his reconmendation; these are being
circulated now.

It does not appear to be a sigrificant change. Do you want to speak to the
change and then to your reconmmendation, Mr. Borstad?

iR. BORSTAD: I think it's pretty straightforward. iMaybe in the oricinal cone
the word "optimize” was not the best word. After consideration, I thought it
would be better 1f it were changed to the way you have it here, except I had
"in the Province for the benefit of all Albertans"™. That's what I had
suggested, but that's okay.

MR. CHAIRMAN: Any questions of Mr. Borstad, or conments on Energy
Reconrendation No. & as slightly redrafteaq?

MR. BORSTAD: My idea was that if there were a najor dam -- I'm thinking about
the Dunvegan dam or the cne in the northeazt part of the province. Those ars

tremendous projects, and the province night censider getting into one of
thoze.

MR. HOTLEY: I agree with it, Mr. Chairman. The costs of sone of these
projects are =zo massive at this stage. The latest figure on Dunvegan is
comething over $2 billion, for example. I think when uwe pass a recommandation
of thisz nature, we have to realize we are not talking about a feu nillion here
or there. Ezpecially if we're talking about ths Peace or Slave prejects.,
we're talking about a lot of noney. MNotwithstarnding that. it scens to me a
consideratizn we have to accept.
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MR. MUSGREAVE: Mr. Chairman, 1 believe a year ago only Mr. Hotley zupported a
motion of nine =-- and I'm senzitive about support I don't get. Bu:f I had a
motion somewhat aleorg this line, that 1f there were nmajor devszlopment

province would pay for them wut of the heritage fund and leaz=s then back to
pouer conpanies operating in that area, under a nanangenent contrac Since
then I've had the opportunity to speak to the prezident of Calgary ’o”er. His
indication was that if we went that route, we might az well take the whole
systen over. So I nust confess, Mr. Chairman, I'm going to change ny vote
from last year.

MR. KNAAK: I just have a question. Is the intention, Mr. Chairnan and Mr.
Borstad, to lend fundz to the private cector to encourags hydro electric
energy developnent, or is the intenticn that any future ezpansion in hydro
electric enexgy be exclusively by the province, or on a joint-veanture bazic
with the existing vtilities in Alberta?

MR. BORSTAD: I'm not tied to one in particular. My thought was thz*t with the
nunber of dollars it takes to build one of theze hydro projects, probably the
province -- if they built it and leased it back or let it out on a ~inagern=nt
agreement, or shared in that project -- that it night get off the sround that
nuch faster.

MR. PAHL: Juzst to make myself feel a little beotter, I'd like to raize the
guestion that, given the pazsage of ny anended PRecomnendation 3 on Znergy, it
would seem to me that this is really a "for exanple", rather than a

recornendaticn per se. With that understanding, certainly I would support ny

aun racomnendation.

MR. CHAIRMAMN: Are vou ready for the question? Energy Recommendation Ho. 4:

Be it resolved that the Heritage Savingzs Trust Fund be uti
develcpnent of hydro electric energy in the province of Al

Theose in faveor, indicate.

MR. R. CLARK: Just one conment. I want to make it verv clear that I uouldn'
want to see this being uzed as the only nechanisn for future develepnents o
go ahead. I think, to the Menber for Grande Prairie -- I'n sorry., I should

have be=n payving nore careful attention. I take it that what was really bsing

said waz that that's an avenue between governnent and the hydro elesctric
industry that could be used.

SOME HGM. MEMBERS: Could be used.
MR. R. CLARK: Okay, good enocugh.
MR. CHAIRMAN: Thoze not in favor? DMr. Musgreave. Energy Reconmendation Ho. &
as redrafted by Mr. Borstad is paszed.
Energy Recomnendation Ko. 5, Mr. Sindlinger -- comnent please.
MR. SIHDLIKGER: Mr. Chairman, this reccnnendation iz sort of along the lines

of the old adage: 1if you give a ran a fish. vou fesd him for a dav: but if you
teach him how to fizh, you feed hin for life.
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MR. CHAIRMAN: llould you care to elaborate on that philozecphical note?
MR. APPLESY: That stinks.

MR. KNAAK: Are you talking about fish? (laughter)

MR. SINDLIHGER: This is particularly direscted to the petroleun industry.
Albexrta, through the developnent of its petrolcum rascurces since 1947, has
developed a very highly skilled and sophisticated labor peool. I think it
would be beneficial to other provinces if this type of labor, knouwledge, and
skills could be nade available to then, so they don't repeat the errors we
made in developing our industry.

MR. CHAIRMAH: Okay, questions of Mr. Sindlinger, or comment?

MR. PAHL: Thank you, Mr. Chairman. It would be ny understanding that we have
a library on how to fish in this regard. It's under the auspices of the
Albexrta 0il Sands Technology and Regesarch Authority, where there's a rather
extensive information bank, technical zkills. I've also zscen the nmechanisn.
funded under that, of the international conferences on, if you will,
technology transfer, which I think is also funded from the Alberta 0il Sands
Technology and Research Authority. So I'd appreciate some clarification on
that. Is it something over and above that, or were vou aware of it?

MR. SINDLINGER: Yes, I should elaborate then. The intention iz not to
transfer knouledge directly through books and things of that nature, but
actually to make people available to other provinces in the developnent of the
petroleum industry. It would enable a method of secondaent, if you like, fronm
this province to other provinces.

MR. CHAIRMAN: With that clarification, then, Mr. Pahl.

MR. PAHL: Thank you. I think that's certainly conzistent with building a bank
of technology in the ability to win oil from places like cil sands and dsep
shales. But I am not quite appreciative of hou this would be funded, and
whether sinply developing our oil sands for ourselves would lend us to develop
those skills that are exportable.

MR. SINDLIKGER: I don't understand all vour cecament, but you refexred to
AOSTRA quite often. It might be well to bear in nind that Alberta is the only
province that has any oil sands of any note. The =skilled labor that I'n

thinking of is in the conventicnal and offshore type of petroleum exploration
and developnent.

MR. PAHL: Nell, I guesz I'd have 1o observe th

a r of the only ones
who have any of that, either, at the meoment. I don't
t

t

s the n=ed for funds
of tranzfer doss not
drilling off Sable Island,
ng. and whatnot. So I guess I

sor

en
and, secondly, I ztill don't appreciate how £
already occur. For example, when Mobil 0il
Albertans do the drilling, enginzering. mana
just don't see the need.

[To TN C B 4

MR. KHAAK: Mr. Chairman, 1s the idea of this bank that the governnent hire,
say, 100 technically =killed perzons and have them sitting in a bank?

UHOFFICIAL



-392-

AH HON. MEMBER: 4 znoubank?
MR, CHAIRMAM: It would bz called "Alberta Rent-a-Toolpuzh"™. (laughter)

MR. KNAAK: I wasn't trying to say that; it just canme cut that way. The other
questicn is . . .

MR. SIHDLINGER: Wa shouldn't have these meetings at night.

MR. KHAAXK: Is it the intention of these people in the bank to buy patents and
things of that sort, and licensze out thesze patents, theze unique skills we
have? Is that the plan?

MR. SINDLINGER: lhen the Energy Resources Conservation Board sntered its
nodern era, one of the things it did was borrow people. First of all, it went
doun and borrouwed people fronm the Texas Railroad Ceonmnmisszion, which had had
experience in the area of petroleum regulation for sones tinme priocr to Alberta.
The idea was that having thoze people here, you would not nake the sane
nistakes, and you would benefit from the experience of the Texaz Railroad
Commizsion. As a result, Alberta haz desvelopad cne of the nost highly
respected regulatory agencies in the world. UWhen many of the Aradb countries
set up their agencies, they sent pecople to Alberta to scrutinize our
operations, as well as those of the government of Britizh Colunbia.

So what I envicion from something like thisz is the preovisicn of funds whic
would enable regulatory agencies and private firmz in Alberta to cecond thei
people to other projects in other provinces uhere developnent iz taking place

L Y

4

MR. KHAAX: Private people or government employees?

MR. SINDLINGER:® Government and private.

MR. R. CLARK: To the zponsor of the rezolution, Mr. Chairman. I'm guite sure

that the regulatory agency in British Colunbia, for exanple, seconds people --
P P

to usze your tern —-- fren the EMR. R. CLARKXB in Calgary for sore of their work

where they don't have the ewpertise. DMy underzitanding of the reszource
industry, albeit very linited, i3 that when Meobil 0il does their drilling on
Sable Icland or uwherever, they likely ¥now, better than any covernmant
officials, where the best information is, and what things have and haven't
worked. At least, they sure know how to get to it. I don't appreciate. vet
anyway, the reaszon the government should be the place vhere we'xre going to
store all this information. I have been very inprecssed with the way the
industry itszelf seems to be able to find out bloody quickly vhat works and
what decesn’t work.

MR. BRADLEY: Mr. Chairman., it would appear to ne that the o0il indusztry in
Alberta has put together quite a great deal of sophisticated technology with
regard to oil, gas drilling, et cetera. I'd like to ask the hon. na2nber two
questionz. How would he foel that this would strengthen and diverszify the
econony of Alberiz? And if it wexe from the capital projects division, hou
would it tend to impart a social bencfit to Alberta? Myself, I think that
naturally this technology will be exported frem Alberta, and the fazt that
wa've gained all this expertise here will benefit all Canadianz in the natural
flow of businezs events.
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MR. SINDLINGER: Mr. Chairman, being an individual with conzideruble
appreciation, and recognizing the lack of support I'n getting
colleaguez, I would consider withdrawing this recomnendatien a

MR, CHAIRMAN: Your conzideration of withdrawal zeenz to be very

vwell received
by vour colleaguez. If the Chairman nay be pernitted an arithnetic
observation, in the first hour and 20 ninutes of our deliberations thico

evening, we have dealt with 12 reconnendationz;: 12 renain. My conclusion is
that if we can continue this pace, we could very well be finishad by $:30 or
thereabouts, and I could begin the work of preparing cur connitiee's report.
But I don't wish to intinidate debate or diszcuzsion in any way uwith that
arithmetic observation.

Moving, then, to The Alberta Heritage Savingz Trust Fund Act Cennittee
section of your binder, Reconnendation | iz on the zubject of public hearings.
Mr. Notley.

MR. HOTLEY: Mr. Chairman, really four quick points on it. The recoanendation
is that in 1930, four years after the Legislature passed the Act, we should
undertaks public hearings. There are really four arguments that I would
advance in support of this reconmendation.

Number cne i3 that after four vears., the nornal term of one governnment, it's
useful to take stock.

Secondly, I think there is tremendous educational value in having public
hearings.

Thirdly, it will allecw input frem pecple. e now have all sorts of public
hearings: the workers' compensation coaxnittee hasz just completed a very useful
zerxies of public hearings; other comnittees have frequently had public
hearings. I know that members can zay that individuals can now cone as
individuals or groups and make repreczntation. That iz correct; they do. But
I think it would ke useful to have a series ¢of hearings uhere we pinpoint the
heritage trust fund, vhere we just don't get theze things and these
suggestions in isolation, but whers in fact we <ay, all right, we're going to
give the people of Alberta an opportunity, within the perineters of the Act,
to nake subniszsions. Having just gone through that process with the workers?
conpensation legislative committee, I think all the conmnittee members have
found the process really invaluable.

The fourth point iz that I think it would elevate the conmittee's status and
stature in the province. I'm not suggesting w2 would necessarily want to have
public hearings every vear; I think that'z sonething we would want to take a
look at. But after four vears of the operation of the fund, as we sort of
explore ways of inproving our oun position asz a comnmittece, our own us=fulness.
it ze=ms te n2 that this kind of public stock-taking, if vou like, would be
useful. There's no cother agency that can really do it as well as this
watchdog connittee. It's a little nuch to ask the cabinet, busy pecple, to go
on a cress-province teour.

But wve're charged with making recomnendations, and I would say that after
the spring seossion i35 completed -- I've spoken privately to scme of the
renbers and te you about the tinmetable. I think that's one of th2 things we
should be taking a look at, either at thi
have a timetabls that's far too conprecs
constraint tonicht in dealing with the
tinetable, and ws zshouldn't get curselvu

=z or a future nmecetins. because ue
ard. The fact that ua're feeling sons
reconnendations is because of the
s into that next vear.
But I put it to the menmbers and ask them to considsr it sericusly. I think
it would be a useful =tep in the richt direction.

~
S
»

UNCFFICIAL



-394-

MR. CHAIRMAN: Questionsz of Mr. Notley, or comments on the publizc hearingz
reconnendation?

MR. APPLEBY: I'm not too zure I gather from thiz, Mr. Chzirman, juct what the
r'lete purpose iz. I think there's sone suggesticn in Mr. Notley'zs remaxks

at perhaps thece hearings would be also be an informaticn forua, to
isceninate infornation about the Heritage Savingz Truzi Fund. Theze's also
o

:JO

-~ el

ne suggeztion that they would be an eduzational process for people in the
province. If vyou're looking at information forums and dealing with the
educaticnal processz, I think theze are valid considerations that have to bhe
taken into account.

But from ny own experience, I would suggest that what i
present time iz that all membexrz of thiz Legislature, ceri
remberz, are at all timez in this very situation in public
of various kinds: giving out information, explaining the tota
Heritage Savings Truzt Fund, emphasizing the "savings® portion of
and in this way disseminating infermatieon to the public. think ©
nceded, more than anything else, is public awareness of the pur;

sefulness, and the potentialities of this fund. I wsuldn't s e
had fornal public hearings like the lorkers' Compensation Board or ¢

n o)

[
-
L
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hearings done by legislative comnittees. 1 think this is bseil
tines by menbers of this Legislature.

MR. PAHL: Mr. Chairman., having retuxned from a trip to Torentz, vhere they
seen to feel that any increrments to the Heritage Savinas Trust Fund should
flow to them rather than to the owners ¢f the rezcuxrce, the provirce of
Allbesrta, you have to fecl that there's a need to provide zonme information
acrozs Canada and perhaps acrossz the provinc=. But I really uvould have a good
deal of resarxvaticn about the idea of a public hearing. For cae thing, I
think it's important to recognize, and I think thiz conmittee has recognized,
that you don't conduct the day to day investment decisions in a pudlic forun,
nor would you be able to. So I think {there would be a reasure of
dicillusionment in a public hearing process.

I do support the need, perhaps, for more information. But I just can't zee
what the hearing process acrocs the province utould do. It may se2rve an
information function, but I think it's inappropriate to provide infornatio
I would certainly support a resolution for perhaps a breoader dis
our annual report, perhaps to school children or goneone. But I woul
question the public hearing route.

I would also obzssrve that there iz a fair anount of what you nicht call
public debate on it. I enjoy that opportunity on alnost every ccecasion when
I'm anyuhere, and I'm sure others in the Legizlature do as 11, In fact, a
forun or seminar is going on right now, Mr. Chairman, ovexr at the University
of Alberta, uhere the acadenic com.unity is discussing the fund thr-ough
several dinensions. I think it's fair to say that -- well, I'n plarning to go
over there tomorrow. I think thﬂre are sone exchanges that are served.

I1'd zupport the need for nore infornation to the public, but I think that a
public hearing would sort of raise false hopes. It's not the vehicle.

C

a
1
<

t of all I think the point Mr. Fakl nade, that
t becauze of the administraticn of the fund:

nkly, the zame kind of arzgunment can be made virtually with respsct to any
set of public hearings, in ny view. There vill bs poeple uho will be happ
uith the hearings en annexation: a lot of people will be unhappy with the

MR. NOTLEY: Mr. Chairman, firc
omehou this would be difficul
ra

[a I 5]
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Yet w2 proceed with the hearings on annexation. [r. Appleby's task force thiz
suaner had hearings on forestry and presumably come people will b2 happy and
sone won't be o happv.

But it seens to ne that the fact that today, tomorrow, and Saturday, uwe have
a group of acadsmics reviewing the heritage trust fund, when in actual fact by
statute it iz this comnittee nore than anyone e¢lzz that is5 entrustzd to be the
watchdogs -~ I think we should be taking the initiative. I say to government
nenbexrs, guite frankly: here is sonething that we, collectively, should be
running with. People are always getting up in this House and saying, the
public doesn't understand the parameters of the fund; they've been nisinforned
-= I don't know why thay would bz mizinformed:; certainly not from the
opposition menbers. MNevertheless, here is an cpportunity to szt out the
parancters.

Any set of public hearings is an educational process both ways. It's an
educational process for those who nake submiszions and for thosze who hear the
subnissions. We're entrusted with the responsibility of coming up with
ongoing reconanendationz. Ulle're going to be making reconmnendations in 1980.
What better way to prepare our 1930 r=commendationz than to have held a ceries
of public hearings. Llhat better way for uz to signal thiz province that as a
connittes wa're taking ourzelvez seriously as the primary watchdogs == not a
group of acadenics at the university. With great rezpect to the academnics ~-
I'n not criticizing them -- but we're the ones uho have the responszibilities,
and we're going to take them. ble'll let those acadenics come and nake
subniczions next year to our conmmittee. I think that kind of initiative would
do a great deal to elevate the effectiveness and the understanding of
Albertans that there is a watchdog coanittee and that it's doing a job.

So, don't dismiss it out of hand. If vou want to hold it over for a while
and think about it, do it. It'z worth thinking about.

MRS. FYFE: I have csone comrents regarding the hesarings. I don't think that's
the vehicle. Yet I think there is certainly sone merit in encouraging as nuch
input as we can. First, I would apprcach hearings or input presantly frem a
constitusncy level. I think there's an onuz on each MLA to get as nuch input
as poscsible from our consztituency. This was said very well before n2 that it
is a two-uay process. It's a proceczs of conaunicating to vour constituents
and, secondly., listening. But becauze of the nagnitude of the fund and
because it doesn't only affect a srall percentage of pecple but every person
in the province, whether or not they are of voting age —-- becaus=z of the
benefits that accrue to us as a province -- I +think it would be incredibly
difficult to handle just hearings, and allow sveryone who nay wish to
participate in a forun uhere, f1r~ » they uwere informed and, secondly, allouw
then ample opportunity to speak or present briefs or howsver.

I think it night be a better suggestion, froa my own point of visuw, to have
at sone point in time a =ymposium or sone kind cof confarence, perhaps by
invitation of people from various sectors -- the business comnunity, labor,

various segnents of our province -- and present them perhaps with position
papers or inforrmation, o they at lezst have a basis of knouwledge and
understanding of the policies that thes fund rests upon. Then knock heads and

put as nuch information together.

But just to have public hearings -= you know. I've listened to radio phone-
in programs whe2re that'c the subject. People will phone in and say. well, I
think there should be nore noney feor streets: I have potheles in ny streest;
and I want ny garbage picked up mors often. There dossn't seem to b2 a very
genexrally deep underctanding of it. And that's very natural becauss it's a
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very complex question. People often do not have a very in-depth knowledge of
econonic questionz. That's part of the process.

So, while I think there iz some merit in the idea, I don't think the vehicle
of public hearings would b= the most efifective for us as legizlatorz. I can't
support this ncotion, although I do cuppert getting as nuch information asz
possible, particularly the responsibility of ML4s to do that in theirx
constituencies, which I have tried to do in nine, both communicating and
liztening.

MR. R. CLARK: I would like to make four comnments. First of all, I would say
to members of the connittee == and I'm not saying thiz to be nice and then get
yenr to agree to something later on. This iz I guess the third year that I've
had the opportunity to be on the committee. I have found thiz likely one of
the best legislative comnittees I've sat on, because there has been a pretty
open attitude by all members. I conmrend you, Mr. Chairman, and all nenbersz of
the comnittee for the way we've gone about it. I would suspect that zore
nenbers who have been on the comnittee previously would likely share that
point of vieuw.

The second point I'd like to make iz it seens to ne that as nermbers of the
connittee, we have to -- it I can use the tern -- think big. e're a
connittee that iz charged with menitoring or viewing an expenditure of noney
which i5 larger than the preocvincial budget. By next vear that will virtually
be the case. We'll be looking ot the way comnitments were nade for an ansunt
of money which iz larger than the provincial budget.

Thirdly, Mr. Chairnman, the point has been made that many people don't
understand the fund. There isn't agzreenment in thisz comnittes with regard to
the fund, really, is there? We have suggestions that I nay feel should cone
out of the General Revenue Fund of the province and sone other rpenmbor deezn't.
I'm not too sura that isn't a pretty healthy thing for Albertans to see. In
the process of Mrz. Jones coming bezfors the committee, telling us that her
roads chould be fixed kind of thing, I think there is a chance for a pretty
good exchange hetween lrz. Jones and one or tuo nenbers of the comnittee in
the coursze of that kind of thing going on.

The fourth point I'd make, Mr. Chairnan, in urging menbers to consider the
suggestion seriously iz that perhaps we as a connittes should consider looking
at going to three or four of thes najor centres in this countrcy, outside
Alberta. If uwe're really szerious about the Canadian invesinent perticn of the
fund and really saying =- not to thz governments, because I think that would
be presumptuous on beshalf of the comnittee -- to people in those provinces:
look, the select committee cf the Albarta Legiszlature which makes
reconnendations to the Legislature is in Toronto or Montreal or Winnipeg to
hear suggestions. That doezn't mean we have to buy the suggestions at all.
But I do think, Mr. Chairman, it would once again provide the opportunity.
when us're in thoze parts of the country, to help play doun sone ©f the
erronceus ideas there are. Believe vou ne, there ars loits (inaudible).

I say this with the greatest of rezpect to nmembers of the committee: likely
the fact that there are a couple, threc, or four pcople fron the opposzition on
the comnittes, that people cutside the prevince would ses that we az
Alberianz, regardlsss of our pelitical strire, are looking =t this thing
pretty sericusly, would likely do a great deal to shouw people across the rest
of the country that it isn't Just thiz big bad governnent in this province
that has szone of the ideas it has. In fact, the comnittes looks at things
fron the standpoint of Albertans.
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I can appreciate menbers of the conmnittee f221ing that thisz iz perhaps the
opposition is talking them into. I cextainly w-uldn't be averze, lir. Chaiznm
~- and Mr. Notley and I haven't talked the thinz over at all until h
tonight -~ if memberz bat the thing arzound an
sort of alternative. I really think it's inmpozrta
fron that point of view. Now is the tine for
next step forward.

s cone back ulth zone
t wz look at the thing
ha2 connitteze really to take its

MR. NOTLEY: Mr. Chairman, could I just ask membars of the connitiece to hold
this particular reconmendation. We've had a nuaber of zuggestions. Mrs. Fyfe
has nade the suggestion of & symposziun. I think t
with that, but it's well worth looking at. Mz
that we should loock at going to other parts of
is some real merxit in that. I want y2u to thin
hearings. FRather than voting this in or out toni
we should do is defer the iszue. HNWe've had a ¢ood discuszsion on it. le're
surely going to have to have another neeting, en if we try to finish -- and
I think we're geoing to have some difficulty finisching some of these, with
great respesct. That being the caze, it seens %o me we chould spend sone tine
on it, because it really relates to the kind of
a connittee in the province.

So I would ask that it be held until the nexi meeting.

here are sonme difficulties
lark has nade the suggestion
e country, and I think there
about the idea of the public
ight, it seenz to me that what

>0

b

o0

profile we're going to have as

MR. CHAIRMAN: In effect, you're recommending an adjournment of debate on this
reconnendation until we meet next. Agreenent?

oy

iCN. MEMBERS: Agreed.

MR. CHAIRMAN: Heritage fund comnittze section, Reconnendation No. 2, M=z.
Notlevy.

MR. NOTLEY: It seems to me there's alszo one froa the opposition tha
sorewhat zimilar, if I'm not mistaken =-- dealing with full-tine
Perhaps we could deal with the two tegetherx.

e

o

n re
m

»

FMR. CHAIRMAN: If vou would give the Chair a monent to retrieve a copy of the
opposition's recommendationc. Theze uere the tuo subnitted, along with Mr.
Bradley's, last week, dated October 15.

I agree with that observation, Mr. HNotley. There is some similarity between
your Reconmendation Ho. 2, which escentially deals with the hiring of full-
tine ressarch staff, and Mr. Clark's October 15 subnmiszion in which an
independsnt and impartial analysis would be contracted. Hell, there iz a
significant difference, actually. One iz with reference to staff, and one is
a conzultative reference. Mr. Clark, would you be prepared to discuzs both
these or would vou prefer that yours be discussad separately?

MR. R. CLARK: Mr. Chairnan, perhaps we night nzve the discussion zlong if we
got sone feeling from the conmittes akout the idea of bringing sconcone in, be
it on a full-tine or a part-time basis, to do this kind of independent

assessnent.

MR. CHAIRMAN: Okay. Mr. Borstad, then Mr. Knaak, then Mr. Pahl. As I
underctand it, the connittee then will be addressing itself to these tuwo
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reconmendationz, but particularly to the concept of rxetaining consultative
assistanze and a full* or part-time staff rezsearch assistance

MR. BCRSTAD: Perszonally, I couldn't suppo:t w"t"'ing up nmore bureaucraczy to

-1

look after thiz fund. If wve want comething done, I would be totally in
agreenent with something on a project basisz, but not to set up a bu:cwurracy
that would go on year after year. If we are concerned about something. then I

would =ee us having a fund cet up so we could handle it on a project basis
only.

MR. CHAIRMAN: When vou say project basis, that inrplies ceonzultants.
MR. BORSTAD: That's right.

MR. CHAIRMAN: I see.

MR. KNAAK: 1 feel very strongly on this point as well, Mr. Chairman. I'n not
prepared to support the idea of establishing one or a grecwing bureaucracy a=
suggested here in the recomnendation. I believe Troasury has a vexry large

staff that nonitors it, and we have an Auditor General uwho azsures that the
funding is done properly. I understand vus now have the pozzibility for
funding for spzcific research preojects.

MR. PAHL: I have a similar aversion to permanent or seni-permanent staff. But
I do sense -- and forgive me for speaking a little to the larger iszue, but it
seens to nme that the remnarls nade on the iten we agreed to defer debate on and
+he feeling and the interpretaticn that we had the capacity, under your
initiative, to conmmissicn people to do things, would lead ne to think that
sonewhere in our deliberations -- naybe it's at the end when we nake our
reconnendation -- that . . .

MR. CHAIRMAN: I'm seorry, Mr. Pahl. Mr. Clark, is there a problem of your
reconnmendation not being distributed, oxr . . .
MR. R. CLARK: I'm just doing a little lobbyving, ny apolegies.
1R. CHAIRMAN: Oh, I see. I'm sorry. Mr. Pahl, go ahead.

MR. PAHL: He nade such a lovely statement lact tire, that I can hardly be
offended.

I would urge that we really defeat both thez
that bevond the recommendations of our comnittee, uve
together cgain to develop a better understandi

3, but I would argue
exricuzsly censider coning
urs es, with sone

technical help -- and I would favor it to be on a conzultative basisz -- and
look to the pozzibility of the need for a standing connittee of the
Legizlature to do sone of the public preofile things in Alberta and across the
country. I think itz prenature to accept theze nou, but I do make the
arcunent for taking on the responsibilifiv or having the initiative within our
group to nove bevond discharging our duties on an annual basis to the
Legizliature, as per vour time line. I'm szorry that I had to nix all that up.
MR. NOTLZY: Mr. Chairman, desaling with both reconnendations, in a s=nse thers
ray be sonme values in lecoking at these when ve lookx at ocur assignrent of
ponzibilities for the coning vear. As I lock at page 16 of the Tresasurer's
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rezponse to the rocemrnandations lazt vear, when we ezzentially zald wa wanted
the power to hire professional staff azzistance and to contract, as iir. Clazk
has zsuggested here, for an independent analyzis.,  What we have Lzt
Action - The Investnent Comnittee will approve money zpent by the
Chairnan of the Cocmnittee, az appreoved by the najeority of the
Connittee, for the azsictance and znalyciz requested.
I think that's fair enough. Ho one wants a large burezaucracy here; I'n not

suggesting that we have 15 or 20 people under the puzview cf the Chairnan of
the watchdog committes. But, I just happen to think that this watchdog
conmittes is probably the nost important legislative connitte=e of the House,
in actual terms. Theoretically all legislative connitteez are egual. But I
think this is a very, very important responsibility., I would like to see us
in a position where if the Chairman requires conpetent research ox executive
assistant help, we're in a position to have that aszsistance provided. 1 see
the job being elevated; I see the role of this committee being elavatad. As
we go into another year, when the trust fund is going to be und=x attack by
other politicians in the country, wz have to elavate zone of the safisguards in

o

the Act. One of them is the heritage trust fund review comnittee, our
conmittee. ITt's a very inportant part of that whole Act.

So, you know., I'm not hard and fast on Recormendation No. 2. However, I
would like the underctanding left that if we nsed additional worxk —-- bacause I

know there's an awful lot of work. For heaven's sake, if wa're talking about
going to other parts of the country, somebody has to nake the plans. It's
little nuch to azsk the Chairman.to zpend half his time making hotel
reservations, and this kind of thing. So we're going to have to be in a
position to have someonz under the direction of +the Chairman. But that
doesn't nean we're going to run out and hire 39 researchers tonmorrou.

Now with respect to Mr. Clark's proposal, I think that's a ne::ectl"
reasonable one. He's asking for an independent analvysis. It's completely
consistent with the reconmendation we nade last year. The respenze w2 got
from the Provincial Trenzurer says that if you pecople by najority vote request
this information, we'll nake it available.

MR. CHAIRMAN: Lhy don't wse deal with Mr. Notley's recommandation, bscauze I do
not detect supportive consensus. PMr. Notley's Reconaendation MHe. 3 within the
connittee section: thoze in favor, please indicate.

IMR. APPLEBY: Before we vote on that recommendation, in view of the copiniens
that have been expreszsed here. would it not be posszible pe:haps to amend it in
sone way to say, "consider the hiring of consultants a project bazis®,
rather than a "full-time research staff™,

MR. NOTLEY: Sure.
MR. BORSTAD: That was the suggestion I was making bofore.

MR. CHAIRMAN: I'm sorry, that's correct. That vas Mr. Borstad's suggestion.

MR. BORSTAD: And I think it's a terrific idea. You know yourself, Mr.
Chairman. the amount of work you have to do. I can zee us taking on extra
staff during the fall session when yvou have to do this work. I'm perfectly
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agreeable with it. My concern waz that we weren't setting up a bureaucracv
that would be ongoing forever.
MR. CHAIEMAH: Mr. Appleby, could I just azk you to repeat your sugzzestion.

MR. APPLEBY: Instead of saying, "the hiring of full-time researxch ztaff'", say
"the hiring of conszultants on a projecct basis".

MR. NOTLEY: That would certainly be agreeable to me, Mr. Chairman. HNo prchlen
at all.

(1]

MR. PAHL: Mr. Chairman, as I read the results of the responze to
reconnendations, it sesms quite clear to ne that we already have
and we don't need to nake a reconmendation to the Legislature in
If ve find it necessary to carry out our mandate to do it, we do i
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MR. CHAIRMAH: FPerhaps to clarify that point in my own mind and for those of
the conmittee who may not have read for sone time llr. Hyndnman's status report,
the reconnendaticn on page 16 was:

That the Heritage Fund Committee be empowered to hire professional
staff assistance and to contract independent analyses, in either:
case to enable nore effective review of Heritage Fund invesinents
and nore informed direction of future investments.

The action, as indicated by the Provincial Treasurex:

The Investnent Committes will approve money spent by the Chairnan of
the Connittee, as approved by the rajority of the Comnittee, for the
aszistance and analysis requested.

MR. APPLEBY: Mr. Chairman, the Provincial Treazurer has indicated that the
funding would be available if we want to implement this. And we are saving
here, in ny estimation, let's implenent it.

MR. HOTLEY: Yes, that's right.

MR. R. CLARK: Mr. Chairman, I would juzt follow along vhat Mr. Appleby said by
asking menbers to look at the motion freom the 0fficial Opposition:

BE IT RESOLVED THAT, this Conmnittee contract an independent and
inpartial analysis and narket performance evaluation . . .

And so on. Really what that does, Mr. Chairnan, is give direction to the
Chairman of the committee to in fact get on with the job of hiring soneons on
a contract basis -~ not on a continuing baszis, Mr. Borstad. With the response
of Mr. Hvndnan, there 1is thaen the need for the initintive to cone from the
connittee to take that next step.

MR. HOTLEY: Ewactly.

MR. R. CLARK: That really was the intention, Mr. Chairman, of the n=otien.

MR, CHAIRMAN: Furtiher conment?
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MR. PANL: Mr. Chairman, I don't argue that that might be an appropriate s
But somehow I feel that that's an appropriate ztep to look at with son
considered thought after we neet our first timetable. That would cer
part and parcel of the zort of thing we could do after we exanine your
connitted responsibility, and one I think we accepted, to report to the
Legizlature in a timely manner. I would not want to sort of say, okay, at
this stage of the gama, let's go cut and find someone. 1 would think all of
the comnittee would want to spend a bit of time naking the decision on the
consultant, the terms of reference, this sort of thing. I think we have seen
in the feedback from the Provincial Treasurser that ue have the nandate to do
it. But I don't think we have the capacity to do it properly at this point.
Hence my thought of perhaps picking up again after our fall requiremnent has
been nmet.

MR. R. CLARK: Mr. Chairman, with regard to that comment, I would find that
procedure conpletely agreeable, as long as ue don't find ourselves in ‘the
situation, once the secsion adjourns zometime in November, we all go our ways.
Last year, after the =zame kind of resolution was passed, there was no
nechanism to get that done. I appreciate we're not going to have an electien
~= at least I hope wa're not going to have an election -- this coening cpring.
As long as members would be prepared to get together later on this session or
right after the session, whenever it's convenient, to look at thiz kind of
proposition, then I'd be quite prepared to have the notion held until then.

MR. KHAAK: Mr. Chairman, I like the intent of th=2 notion, to exanine the
degrece of intelligence with which the money of the funds were invested. But
it's nmuch too short a tire period. What we've seen now is a period of rising
interest rates. It's a fact that when narket interest rates rize and you have
bonds with a fixed coupon rate, so to speak, the capital value of that bond
drops during that period of rising interest rates. There's absolutely nething
that an analysic of this will show, except for the fact. When interest rates
cone down again, which we expect, the capital value of these bonds will go up.
I think the time period is now too short to really rmake an assessrent on the
inveszstnent divicsion. On the capital projects division, there's no point in
naking an assessment. It's really a policy decision of thxe government on
which direction they want to go.

So, rather than coming back this fall and rather than dsfeating this, I
would suggezt it be withdrawn until next year and then raconsidered.

MR. HOTLEY: Mr. Chairman, I would rather that ue hold beth recomnmendations, in
particular Reconmendation Ho. 2. The reason I think we should withhold it is
evactly the point Mr. Clark made. We have tendancy to be out of sight, out of
nind. We get our recommendations in and then the whole process grinds to a
halt until July or August of the follouwing vear. Then w2 go into a situatien
where the Chairman has to scramble around and is under a good deal of pressure
in trying to f£ind tine, and everythiny elsz. I would like to see us in a
position where maybe in the cpring s2ssion, when presunably we're reappointed
as a cormmnittee, we have a reetlting and the Chairrman cone 12 us and says,. all
right, this year we're going to dscide uhat we're going to do. I need X
amount of roney on a project basiz to be able to do certzin things. Maybe
I'1l need a secretary; naybe 1'1l nesd a research assistant: mavbe 1'11l need
sone kind of private conszultant; maybka I'1)l need thic or that or something
else.
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The point is and the aszurance I want is that ve don't end up next vear
getting into exactly the same corner we got into thiz year, last year, and the
vear before.

It's no one's fault that it happened; I'm not attaching any blame. It's just
that we don't want to go ihat route again.

MR. CHAIRMAN: Perhapcs I could exercise ny prerogative as Chairman and
undertake to this committee that the time constraints under which ue have
worked this vear will not be repeated next yvear, uith or without research
assistance, with or without executive assistant's help. It's just a gquestion
of scheduling, and I think we'll mnore realistic in that zcheduling in 1930.

MR. BRADLEY: Mr. Chairman, I agree with Mr. Borstad's unendnent uith regard to
hiring a consultant on a pazt-time baszis. But I have some difficulties witih
Mr. Clark's recommendation with regard to what we're trwving to achieve.
Perhaps the end result of such an investigation and released to the public
-upeon conmpletion and requezt for data as required, could reveal the investrnent
strategy of the investnent connittee with regard to the fund and would not be
in the best public interect of Albertans to reveal that to the public. It
probably could end up in us getting a lower rate of reiurn on investnants fren
the fund in the future.

MR. SINDLINGER: Just a point of clarification. Did you say you did not think
it would be in the best interest of Albertans to know about the inveztnen
strategy of the fund? Iz that what you said?

MR. BRADLEY: I don't believe it would bz in the best public interest of
Alberta if the investment strategy of the fund be revealed. That invesztnent
strategy, fronm the viewpoint of the -- well, to know the investnent strategy
of the pecople in Treasury who are invezting the funds on a day t9 day basi
would result in a lowexr return to uz if the other people in the nonev nark
knecw what our strategy was eon that day to day basiz. I think this could
reveal that.

+

o u

MR. SINDLIHNGER: I just want to make certain we are on the sane wave length. I
caze sce whexe on a day to day basisz it night not be prudent or judicious to
reveal uvhat your overall investnent strategy iz. But on a long-tern basis, on
an annual basis, I think we all would agree that Albertans have every right to
know what the investment strategy of this government is and, in fact. they do
know that.

MR, CHAIRMAN: Without arbitrating those laszt comments, we have straved
sonewhat from the receonmendation uhich, as amended reads:

That in light of indications by the Executive Council that necessary
funding will be approved, the Comnittee implement its 1978
reconnendation concerning the hiring of consultants on a project
basis.

Mr. Hotley, who drafted the original recommendation, has agreed to that

anendnent fron Mz, Borstad. So I feel somewhat inpelled to ask the question,
unlezs there 1z comnent directly gernane to the amended recomnendation. 5 3
Bradley.
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MR. DRADLEY: I wasz speaking to Mr. Clark's. I thought we were dizcuzsing
both.

1MR. CHAIRMAN: No.

MR. BRADLEY: Sorry. I agree with NMr. Borstad's amendment to lMr
reconnendation.

MR. CHAIRMAN: Okav, gqguestion. Those in agreenment with the rec n
Mr. Hotley as amended by lMr. Borstad, please indicate. Agre=sd. hoze not
agreed? Mr. Pahl. Reconmendaticn Ho. 2 in that section has passed as anended
by Mr. Borstad.

Reconmendation Ho. 3 in the conmittee section. This iz Mr. Clarck's

reconnendation. Did you wish to speak to that recommendaticn, M=z. Clark?

MR. R. CLARK: Ho, Mr. Chairman. We've gone over thic earlier in the course of

the discussions here. I think the real purpose behind it iz zizply that I
think it's important the comnittee have the capazity to be able to nake a
judgnent as to whether the investment committee is rmaking thes best possible

st he b
inveztnents. Not revealing on a day to day bazis the investnen
if this committee isn't in a position to nake that judgment, then no cne is.
MR. CHAIRMAN: Thank vou, Mz. Clark. If nv mnenorxy sarves ne correctly,
seens to ne that you and the Provincial Treasurer did diccuss, albelit
briefly, this noticn when he appeared before the conmaittee in his capacity as
Treasurer. Questions of Mr. hotley or conments on the reconmendation? Pleace
evcuse me —- Mr. Clark. As nmy excuse, I'll uze the comparative lateness of
the hour.

MR. KNAAK: Are wez talking about Reconmaendation Ho. 3 now?

MR. CHAIRMAN: Yes, we are.

MR. KMAAK: Mr. Chairman., what happened to the one we were talking about on
this piece of paper here. Are ue coming to that?

MR. CHAIRMAN:® Yes. My preference would be to go through the binder in order
so we won't have to move back and forth, and treat the two opp051tlon
subnissiens that came latterly, along with Mz, Dradley's, later. e are
discuszing the recommendation:

That the Provincial Treasurer provide the Connmittee, on a nmonthly
basiz, uith reporis on all transactions and holdings of Hesritage
Fund narketable sz2curities.

As I indicated to Mr. Clark, there was zome, albeit brief, discuzzsion of this
point when Mr. Hyndman was here as Provincial Treasursr.

MR. KHAAK: I think the point Mr. Bradley made on this, thinking ws were
talking about 3, is accurate. There is a money placenent strat
ministar explained. If we had a disclosure on a monthly basis, i

reduce the vield of the placements, bacause the noney brokers can anticipate
the government's action. 55 I would ask if the opposition uwould acce
suggestion that "monthly"™ bLe "annually™:
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That the Provincial Treasurer provide the Comnittee, on an annual
baziz, with reports on all transactions and holdingz of the Heritacge
Fund narketable securities.

MR. CHAIRMAM: If I could nake an observation, Mr. Clark, that in effect put in
place a procedure that we're now doing on an ad hos basiss that isc to zav,
when the Provincial Treasurer appeared boforc this conmittee earliser this
month, in responze I believe to Mr. Clark's recommendation, the Provincial
Treazurer did agree to provide thlo \ln« of infornation approxinately one vear
after the last occasions this informaticn waz supplied. So in effect, the
reconnendation as anended by Mr. Knaak uwould sinply put in place, in a nore
formal way, the procedure we're now doing from vear to year. MNeverthelessz, it
does represent a very zignificant change fron thes wording of your
recennendation. MNould you care to rezpond to Mr. Knaak's suggestion?

FR. R. CLARK: I would prefer to have "rmonthlv" remain in thexe. I %hi
practice has been establizhed for the lazt two years that when the T
cones before the comnittez, he's been prepared to nake information av
on a vyearly basis.

MR. CHAIRMAN: Any further comment on the recoamendation or the suggested
change by PMr. Knaak.

MR. R. CLARK: I would be quite prepared, Mr. Chairnan, to hold thiz until we
discucs Motion No. 2 on the attachment from the oppozition. In ny judgnent,
if we could reach zome sort of agreement on that one, I would be quite
rrepared to withdraw this notion.

MR. CHAIRMAN: Okay. Reconnendation No. 3 is withdrawn with the understanding,
as recordsd in the nlnutu » that dizcussion of the opposition notion dated
October 15 will deal with the sane general principle.

MR, PAHL: Mr. Chairman, I hate to disrupt the nomentunm of thisz reeting, but ny
arrival into Edmonton waz carly in the rorning, the time I was biologicallvy
on, and I'n feeling a little bushed. I'd like to think that we could crowd
ourselves into another meeting and do a better job on these. I see sone
things coming togethexr, the sense of which I think iz important, buit held
eparately they're not coming together with the understanding I'd like.

MR. NOTLEY: Mr. Chairman, I'd like to second the obzervation. Unfertunately,
I have to lsave to catch a plane. So I've nade several recomnendations.
although albeit some of them are sinilar to those of the official cppesition
and could be debated. But unless there is strong cobjection, it does seen 1o
ne we have to have another meeting anyway. That being the case., I would
appreciate if we could hold these.

MR. BRADLEY: I appreciate the desire to have another meeting, but that perhaps
will mean we'll have to have tuwo more meetings. I think we have
difficulties next week scheduling a meeting in the evening, given the

S50

J

'R. CHAIRMAN: I think Wednesday evening is clear. I've made a prelinminary
check of that with zeveral rmenrbers of boath zides of thiz connittee.

M2

[

[or ]

RADLEY: Then I withdraw ny representations.
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MR. CHAIRMAH: Perhaps I could just nake an arithnetic observation hexe. Lle
have renaining six policy and legislation reccmnendationz and three neuw
reconmnendations, a total of nine, plus the cne on uwhich uve adjourned debate.
There are 10 reconmmendations. 1 suzpect if we ztart at 7 o'clock pronmptly., wse
could prebably be well clear by 9 o'clock, judging by tonight. We have done
sonething like 1§ or 7.

Okay. I have an adjournment notion, then? M=z, Pahl.

MR. PAHL: Yes, I think the adjournment motion iz there. But I would indicate
that the Edaonton menbers will be connitted on lisdnezday night.

MR. CHAIRMAM: Oh, the Premier's dinner.

MR. NOTLEY: lhat about Thursday night. Is there
not have to =it on Thurzday night?

o

possibility the House nay

MR. BRADLEY: The ATA dinner.

MR. HOTLEY: Oh, the ATA dinner.

MR. KHAAK: I'm pretty sure we'll be sitting nighis from nouw on.

MR. NOTLEY: I know it's unheard of to do this, kut iz there a possibility that
there iz a private members' day that uwe could take, from 3:30 to 5:30 on
Tuesday?

MR. CHAIRMAN: Many of us are involved in a chircpractic dinnexr at 6, but
perhaps that would fit in well. I of course would have to clear it with
Hansard, because that duplicates their requirenent to provide Hansard services

not only to the Chanber but to, precunably, another neeting roon.

MR. NOTLEY: I notice three of thosze resolutionz coming up have already been
debatad.

MR. CHAIRMAK: I share your confidence we could do it within two hours. 1
zuspa2ct we could do in in 90 minutecz.

MR. BRADLEY: Mrx. Chairman, with regard to the rules of the House I don't
believe zolect committees of the Legislaturze can sit while the Legislature
itself is sitting. I think that would be a preoblen.
MR. APPLEBY:! We could get unanimous conszent.
MR. KOTLEY: We could get pernission for it, I'n sure.
MR. CHAIRMAN: Perhaps vou cculd leave it to the Chair to try to resolve this
dilenna. I shall be back to you. I'1l examine the alternatives that have
been brought forward now, as vell asz any others that occur to the Chair.

1

2
With that, then, we stand adjourned.

The mecting cdiovrned ev 9715 p.m.

UNCFFICIAL



-406-



