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It is my great pleasure and
honour to present the first annual report of
the Alberta Heritage Savings Trust Fund (the
"Heritage Fund’) to the people of Alberta.

Albertans today enjoy the highesr
level of government services with one of
the lowest levels of taxation in Canada
largely as a result of the Province receiving
substantial revenue from the sale of
non-renewable resources. In recognition
that the supply of non-renewable resources
is limitred and thaf revenue from the sale of
those resources ultimately will decline, the
Heritage Fund was established by an act of
the Legislature of Alberta on May 19,

1976. The Alberta Heritage Savings Trust
Fund Act provides for 30 per cent of
non-renewable resource revenue to be sef
aside and invested for the benefit of the

quality of life in this Province. In addition,
the investment earnings of the Heritage
Fund, and indeed perhapsin the
longer ferm the capital, may provide an
alternative source of revenue to help
finance government services as
non-renewable resource revenue declines.
At present, however, all income earned by
the Heritage Fund remains in the Fund.

In accordance with The Alberfa
Heritage Savings Trust Fund Act, the
Heritage Fund received funds from two
basic sources during 1976-77: capital
confributions and investment arnings.
Thirty per cent of the non-renewable
resource revenue received by the
Government of Alberta from April 1, 1976
1o March 31, 1977 accrued fo the Heritage
Fund. This amounted to $620 million. A

people of Alberta in future
years. The Herifage Fund
provides the opportunity
and the resources needed fo
strengthen and diversify the
economy of Alberta and

o underfalke special projects
which will improve the

special capifal contribuftion
of $1.5 billion of cash and
other financial assets was
transferred from the
General Revenue Fund

of the Province ro the
Heritage Fund on

Auqust 30, 1976.



In addition to these capital contributions,
the Heritage Fund earned $88 million from
investments during 1976-77. The total
assets of the Heritage Fund were

$2,218 million on March 31, 1977.

The Heritage Fund is structured
info three divisions: the Capital Projects
Division; the Canada Investment Division;
and the Alberta Investment Division. Until
such time as required for investments
forming part of one of these specific
divisions, funds are invested in high quality
bonds and short ferr. . securifies.

By passage of The Appropriation
(Alberta Heritage Savings Trust Fund,
Capital Projects Division) Act on November
4, 1976, the Leqislature authorized the
investment of $182. 5 million under the
Capital Projects Division for the period
ending March 31, 1978 for various projects
which will yield long term economic or
social benefits to the people of Alberta bur
which will not provide a finencial return to
the Heritage Fund. By March 31, 1977,
$36 million of these funds had been
invested leaving authority for investment of
$146.5 million in the approved projects
by March 31, 1978.

On February 22, 1977, the
Heritage Savings Trust Fund Investment
Committee approved the use of assets of
the Heritage Fund ro make an invesrment,
by way of loan to the Province of
Newfoundland, such loan being secured
by debentures in the principal amount of
4

$50 million. It is the first investment
forming the Canada Investment Division
and i reflects Alberta’s confidence in the
future of a united Canada during a
particularly difficult time in the life of our
nation.

At the end of the 1976-77 fiscal
year, $704 million, or nearly one-third of
the $2,218 million total assets of the
Heritage Fund, consisted of investments
forming part of the Albetts Investment
Division. Of these investments,
$529 million (excluding accrued interest
receivable) was included as part of the
$1.5 billion of assefs transferred from the
General Revenue Fund on August 30,
1976. The investments transferred to the
Alberta Investment Division included
debentures of the Alberta Housing
Corporation and the Alberta Home
Mortgage Corporation, Alberts Energy
Company common shares, the Province's
10 per cent equity share in the Syncrude
Project, and convertible debentures of Gulf
Oil Canada Limited and Canada-Cities
Service Ltd., two other participants in the
Syncrude Project. During the remainder of
the 1976-77 fiscal year, an additional
5175 million of investments was added to
the Alberta Investment Division as follows:
$33 million in debentures of the Alberta
Housing Corporation, $60 million in
debentures of the Alberta Home Mortgage
Corporation, $37 million fo maintain the
Province’s 10 per cent equity interest in the



Syncrude Project, advances of $39.4
million and accrued inferest receivable of
$4.9 million under the terms of the
convertible debenture loan agreements
with Gulf Oil Canada Limited and
Canada-Cities Service Lrd., and $167
thousand in common shares of the Alberta
Energy Company in order to maintain the
percenfage of voting shares held by the
Province af 50 per cent.

At the end of the fiscal year,
51,368 million was invested in high
quality bonds and short ferm securifies in
accordance with the residual investrment
powers of Section @ of The Alberta Heritage
Savings Trust Fund Act. These invesrments
included $509 million in bonds and notes
of the Alberta Government Telephones
Commission, $363 million in Alberta
Municipal Financing Corporation bonds,
and $202 million in deposifs in the
Consolidated Cash Investment Trust Fund.

Further details on the financial
operations of the Heritage Fund for the
1976-77 fiscal year are provided in the
accompanying audited financial
staterments which form part of this annual
report in accordance with Section 12(2) of
The Alberta Heritage Savings Trust Fund
Act.

Regarding the outlook for
1977-78, non-renewable resource
revenue contributions and investment
earnings are expected fo total nearly
51 billion enabling the Fund to reach a

level of approximately $3.2 billion by
March 31, 1978. It is estimated that during
1977-78, investments of $335.9 million
will be made from the Alberfa Investment
Division pursuant to approvals given by the
Investment Commiftee during the
1976-77 fiscal year. These investment
approvalsincdude: $52.9 million for
debentures of the Alberta Housing
Corporation, $142 million for debentures
of the Alberta Home Mortgage
Corporation, $72 million in order to
maintain the Province's 10 per cent equity
interest in the Syncrude Project, and $69
million under the ferms of the convertible
debenture loan agreements with Gulf Oil
Canada Limited and Canada-Cities Service
Ltd.

These approved Alberta
Investment Division investments fogether
with the investment authority of
$146.5 million noted above for the
Capital Projects Division will require
$482.4 million during 1977-78.

Trw fectid

Hon. Merv Leitch

Provincial Treasurer
Augqust 30, 1977


























































































Pursuant to the Memorandum of
Agreement signed by the participants of
the Syncrude Project in Winnipeg on
February 3, 1975, the Province of Alberta
agreed to make loans to Gulf Oil Canada
Limited and Canada-Cities Service Ltd.,
two other participants in the Project, of
$100 million each by way of convertible
debentures. Any part of the debentures not
converted is repayable in ten equal
annual instalments commencing five years
after the start of production or July 1,
1982, whichever comes first. The rates of
inferest earned on the Gulf Oil Canada
Limited and the Canada-Cities Service Ltd.
convertible debentures are 8 1/8 per cent
and 8 3/8 per cent, respectively, which
reflected the market rates at the fime of
negoftiating the loan agreements for
debentures with similar terms and
conditions.

The initial draw-downs of these
debentures were financed from the
General Revenue Fund of the Province.
However, these debentures were included
as part of the $1. 5 billion of assets

fransferred fo the Heritage Fund on August
30, 1976 and subsequent draw-downs
have been financed from the ' 'zritage
Fund. The draw-downs on the debentures
are based on the net monthly payments
by the individual participants for the cost of
the Syncrude Project and as ar March 31,
1977, $63.7 million had been advanced
ro Guif Oil Canada Limited and $57.1
million had been advanced to
Canada-Cities Service Ltd.

As the debentureholder, the
Province of Alberta has the option to
convert the whole or any part of the
principal, of at least $20 million, of each
debenture info a percentage equity
interest in the Syncrude Project. Although
inferest was not received during 1976-77
because of the conversion option, interest
was earned during the period and has
been included in the investment income of
the Heritage Fund and as part of the
Alberta Investment Division, as inferest to
be capifalized. This interest amounted to
$4.9 million in 1976-77.
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Authorization has been given to purchase
additional Alberta Housing Corporation
debentures to an aggregate amount of $52.9
million.

Authorization has been given to purchase
additional Alberta Home Mortgage Corporation
debentures to an aggregate amount of $142
million. Interest rates on the December 1, 2006
and January 15, 2007 debentures will be
adjusted on the fifth anniversary and every five
years thereafter, until maturity, in accordance
with prevailing rates on the adjustment dates.

Authorization has been given to purchase and
dispose of shares of the Company to maintain
the percentage of voting shares heid by the
Fund at any one time at 50% of the total number
of issued and outstanding voting shares of the
Company.

Pursuant to Section 19 (1) of The Alberta Energy
Company Act, the aggregate amount that the
Province may have invested in the Company at
any one time, or be committed to invest, in
common shares shall not exceed $250 million as
the purchase price thereof.

Authorization has been given to pay from the
Fund the Province's 10% share of the
construction and operating costs incurred under
the Syncrude Project - Ownership and
Management Agreement. As a 10% equity
participant in the joint venture, the Fund will, as
lessee, be entitled to 10% of all substances
produced from the Syncrude Project subject to
the liabilities to the Province of Alberta, as

lessor, in accordance with the Alberta Crown
Agreement.

(e) Authorization has been given to pay from the

Fund, from time to time, monies required to meet
the Province's obligations to advance funds
under loan agreements with Gulf Oil Canada
Limited to a maximum of $100 million and Cities
Service Company and Canada-Cities Service
Ltd. to a maximum of $100 million. The Province
of Alberta has the option at any one time after
Conversion Computation Date (the earlier of
July 1, 1982 or the Date of Start of Production as
defined in the Alberta Crown Agreement) and
prior to the fifth anniversary of the Conversion
Computation Date to convert the whole or any
part of each debenture issued under the loan
agreements amounting to at least $20 million
excluding capitalized interest, into a percentage
equity interest in the Syncrude Project. Prior to
the Conversion Computation Date the full
amount of interest is to be capitalized on each
successive anniversary of the Time of Closing
as defined in the loan agreements. After
Conversion Computation Date interest on the
sum of the principal outstanding and interest
capitalized is receivable semi-annually. In the
event that the conversion option is not exercised
the principal together with capitalized interestis
to be repaid to the Fund in 10 equal annual
payments beginning on the sixth anniversary of
the Conversion Computation Date, subject to
the right of the borrowers to redeem earlier in
whole or in part after the fifth anniversary.
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