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HIGHLIGHTS-1977-78 

ALBERTA 
HERITAGE SAVINGS TRUST FUND 
AT MARCH 31, 19n 
$2,218 MILLION----------

SOURCES OF FUNDS 19n-78 

CAPITAL CONTRIBUTIONS 
30% of non-renewable resource revenue 
$922 MILLION--------- --..... - . 
Additional capital transfer 
$ 9 MILLION------------ \. 

INCREASE IN CURRENT LIABILITIES 
$ 32MILLION -----------~"-"\'

NET INCOME 
From Investment Earnings 
$187 MILLION ____________ ....,_ 

ALBERTA 
HERITAGE SAVINGS TRUST FUND 
AT MARCH 31, 1978 
$3,367 MILLION 

ALBE TA HERITAGE SAVINGS TRUST FUND 

ALBERTA TREASURY 
MAIN LIBRARY 

004384 

~ INVESTMENTS 19n-78 

/2"'\.. "-cuRRENT ASSETS 
$664 MILLION 
• Marketable securities and other liquid assets 
• Accrued interest receivable 

CANADA INVESTMENT DIVISION 
$ 47 MILLION (Limited to 15% of total assets) 
• Province of New Brunswick Debenture 

CAPITAL PROJECTS DIVISION 
$ 87 MILLION (Limited to 20% of total assets) 
• Health Care Facilities and Applied Health Research 
• Irrigation 
• Renewable Resources Improvement 
• Development of Oil Sands Technology 
• Establishing and Improving Recreational Facilities 

ALBERTA INVESTMENT DIVISION 
$ 352 MILLION 
• Housing Investments 
• Syncrude Project 

Alberta Syncrude Equity 
Gulf Canada Limited ' 
Canada-Cities Service Ltd. • 

• Alberta Energy Company Ltd. Shares 
• Convertible debenture 

.-----;_ ______ CURRENT ASSETS 
$2,092 MILLION 

-~~-ALBERTA INVESTMENT DIVISION 
$1,056 MILLION 
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PROVINCIAL TREASURER'S REPORT 
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It is my privilege to present to the 
people of Alberta the second annual 
report of the Alberta Heritage Savings 
Trust Fund (the "Heritage Fund") for 
the fiscal year ending March 31, 1978. 
It was the first f u II year of ope ration of 
the Heritage Fund and a very 
successful one. Total assets increased 
by $1,149.5 million to reach $3,367.1 
million at the end of the year. 
Investments of $485.8 million were 
made during the year and the 
Heritage Fund earned net income of 
$186.5 million on its investments and 
marketable securities portfolio. 

The principal purpose of the Heritage 
Fund is to set aside for the future 
benefit of Albertans a significant 
portion of the revenues now being 
received from the sale of the 
Province's non-renewable natural 
resources. Seventy per cent of these 
revenues is spent as they are received 
to provide today's Albertans with the 
highest levels of government services 
in Canada and the lowest levels of 
taxation. Thirty per cent of these 
revenues is transferred to the Heritage 
Fund to be invested and saved for 
Albertans in the future. 

The Heritage Fund is for the future 
and the goals and objectives of the 
Fund reflect that philosophy. The 
objectives are: 

- To improve the quality of life in 
Alberta by undertaking projects 
which will provide long-term social 
and economic benefits to 
Albertans. 

- To make investments which will 
strengthen and diversify the 
economy of Alberta to ensure that 
new jobs and opportunities are 
available for Albertans in the 
future. 

- To provide a source of investment 
income, and perhaps capital in the 
longer-term, which can be used to 
cushion the impact of the 
inevitable relative decline in 
revenues received from the sale of 
our depleting, non-renewable 
resources, primarily conventional 
oil and natural gas. 



Developing an investment philosophy 
that will meetthese objectives is an 
exciting challenge. 

During the year, $86.8 million was 
invested in projects approved by the 
Legislature for the Capital Projects 
Division. These projects in the areas 
of specialized health care facilities and 
applied health research, irrigation and 
improvement of renewable resources, 
development of oil sands technology, 
and recreational facilities will enhance 
the social and economic well-being of 
Albertans for many years into the 
future. 

Under the Canada Investment 
Division, a new investment was made 
during the year-a loan of $46.8 
million to the Province of New 
Brunswick. This investment provides a 
good return to the Heritage Fund and 
reaffirms our belief in, and support of, 
a strong and united nation. 

Two new investment approvals were 
given during the year for the Alberta 
Investment Division: the investment 
of an additional $55 million in 
debentures of the Alberta Housing 
Corporation, and the purchase from 
the General Revenue Fund of $1.6 
million of accrued interest on the 
convertible debentures now held by 
the Heritage Fund. In total, 
investments forming the Alberta 
Investment Division increased by 
$352.2 million during the year to reach 
$1,055.8 million atthe end of the year. 

Those funds not required for making 
the investments forming the three 
investment divisions were invested in 
very liquid, high quality debt 
securities. The investment income 
earned during the year on these 
investments in deposits and 
marketable securities was $129.6 
million. The marketable securities and 
deposits portfolio was $2,009 million 
at the end of the year and carried a 
weighted average annual yield to the 
Heritage Fund of 8.6 per cent. 

Further details of the financial 
operations qf.J!it Heritage Fund for 
the 1977-78·fiscal year are provided in 
the remainder of this report and in the 
accompanying audited financial 
statements. 

The objective for 1978-79 is to proceed 
with the investment of the Heritage 
Fund for the benefit of Albertans in 
future years. The Legislature has 
authorized the investment of $192.4 
million in projects forming the Capital 
Projects Division, and it is expected 
that $90 million will be required under 
investment approvals given before the 
end of the year for existing 
investments forming the Alberta 
Investment Division. The current 
estimate is that the assets of the 
Heritage Fund will increase by 
approximately $1.3 billion during the 
year to reach $4.7 billion by March 31, 
1979. 

•~ Hon. Merv Leitch 
Provincial Treasurer 
June, 1978 
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LEGISLATIVE FRAMEWORK 

Legislation Respecting the Heritage Fund 

1. The Alberta Heritage Savings Trust Fund 
Act, (Chapter 2, Statutes of Alberta, 
1976), assented to on May 19, 1976. 
Established the Alberta Heritage Savings 
Trust Fund and governs its operation. 

2. The Appropriation (Alberta Heritage 
Savings Trust Fund, Capital Projects 
Division) Act, 1976, (Chapter 56, 
Statutes of Alberta, 1976), assented to 
on November 4, 1976. Authorized the 
investment of $182.5 million under the 
Capital Projects Division for the period 
ending March 31, 1978. 

3. The Alberta Heritage Savings Trust Fund 
Special Appropriation Act, 1977-78, 
(Chapter 50, Statutes of Alberta, 1977), 
assented to on November 10, 1977. 
Authorized the transfer of 30 per cent of 
the non-renewable resource revenue 
received by the Province in 1977-78 to 
the Heritage Fund. 

4. Alberta Heritage Savings Trust Fund 
Special Appropriation Act, 1978-79, 
(Chapter 51, Statutes of Alberta, 1977), 
assented to on November 10, 1977. 
Authorized the transfer of 30 per cent of 
the non-renewable resource r~venue 
received by the Province in 1978-79 to 
the Heritage Fund. 

5. The Appropriation (Alberta Heritage 
Savings Trust Fund, Capital Projects 
Division) Act, 1977, (Chapter 53, 
Statutes of Alberta, 1977), assented to 
on November 10, 1977. 
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Authorized investments of $192.4 
million under the Capital Projects 
Division during the 1978-79 fiscal year. 

---,.;,-.-

There have been many suggestions 
respecting the investment of the 
Heritage Fund. It must be kept in 
mind, however, that investments of 
the Heritage Fund must satisfy the 
investment criteria outlined in The 
Alberta Heritage Savings Trust Fund 
Act. The criteria represent the general 
longer-term investment objectives of 
the Heritage Fund endorsed by the 
Legislative Assembly in passing the 
legislation. 

The Heritage Fund has three 
investment divisions: the Capital 
Projects Division, the Canada 
Investment Division, and the Alberta 
Investment Division. Each division has 
distinct objectives and investment 
criteria. Funds not invested in these 
divisions are invested by the Provincial 
Treasurer in deposits and marketable 
securities under the authority of 
Section 9 ofThe Alberta Heritage 
Savings Trust Fund Act. 

Capital Projects Division
Investment in projects forming this 
division must provide long-term 
economic or social benefits to the 
people of Alberta. By their nature, the 
projects will not yield a return to the 
Heritage Fund. Investments in this 
division cannot exceed 20 per cent of 
the total assets of the Heritage Fund. 

Investment in Capital Projects Division 
projects must be approved by the 
Legislature by way of an act which 
appropriates the funds required on an 
annual basis. The appropriated funds 
are not repayable to the Heritage 
Fund. 

Canada Investment Division -
Investments forming this division 
must be loans to the Government of 
Canada or to other provincial 
governments in Canada or guaranteed 
by them. Investments in this division 
cannot exceed 15 per cent of the total 
assets of the Heritage Fund. 

Canada Investment Division 
investments are made or approved by 
the Investment Committee of the 
Heritage Fund. 

Alberta Investment Division -
Investments forming this division 
must, in the opinion of the 
Investment Committee of the 
Heritage Fund or of the Legislative 
Assembly as expressed in a resolution 
of the Assembly, yield a reasonable 
return or profit to the Heritage Fund, 
and tend to strengthen and diversify 
the economy of Alberta. Investments 
in this division are not limited to a 
specific percentage of the total assets 
of the Heritage Fund. 

Alberta Investment Division 
investments are made or approved by 
the Investment Committee of the 
Heritage Fund. 

Investment in Marketable Securities -
Any funds not required for 
investments forming the three 
divisions may be invested by the 
Provincial Treasurer in direct and 
guaranteed debt obligations of 
governments and their agencies, 
chartered banks, the Alberta Treasury 
Branches, corporations with high 
credit ratings, and mortgages. 
Investment in equities is not 
permitted. 

Investments in the Canada Investment 
Division and the Alberta Investment 
Division are authorized by the 
Investment Committee providing the 
Legislative Assembly by way of 
resolution has not directed the 
Investment Committee to make an 
investment, not to invest, or to sell an 
existing investment. The Legislature 
controls the flow of funds to the 
Heritage Fund by approving annually 
the transfer of 30 per cent of the 
non-renewable resource revenue 
received by the Province. 





SOURCES OF FUNDS 

NON-RENEWABLE RESOURCE REVENUE 
RECEIVED IN 1977-78 

millions of dollars 
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The monies flowing to the Heritage 
Fund come from two sources. Upon 
the annual approval of the Legislature, 
the Heritage Fund receives 30 per cent 
of non-renewable resource revenue 
received by the Province during the 
fiscal year. In addition, the Heritage 
Fund retains all net income earned on 
the investments of the Fund. 

Capital Contributions 

The Heritage Fund's 30 per cent share 
of non-renewable resource revenue 
amounted to $922.2 million compared 
with $620.2 million for the previous 
year. During the year, $948.3 million 
was transferred to the Heritage Fund 
based on monthly estimates. The 
required adjustment of $26.1 million 
will be made in 1978-79. 

An additional transfer of $9.0 million 
was made to the Heritage Fund as 
compensation for loss of interest 
income arising from the delay in 
transferring the 30 per cent share until 
the Special Appropriation Act for 
1977-78waspassed in November, 1977. 

Investment Income 

Investment income of $195.8 million 
was earned on the Heritage Fund's 
interest earning investments. No 
income was received on the Heritage 
Fund's equity interest in the Alberta 
Energy Company Ltd. or the Syncrude 
Project, which was not in production 
by the end of the year. However, the 
Heritage Fund's share of the increase 
in the Alberta Energy Company's 
retained earnings during 1977 was $7.4 
million. 

YIELDS AND INCOME ON 
INTEREST EARNING INVESTMENTS 

Alberta Investment Division 

Interest earned on the Alberta 
Investment Division investments was 
$59.7 million which reflected an 
average yield of 9.2 per cent on th~ 
debentures. The Newfoundland and 
New Brunswick debentures which 
form the Canada Investment Division 
returned $6.3 million in income and 
provide an average yield of 9.8 per 
cent annually to maturity. 

The major portion of interest income, 
$129.6 million, was earned on deposits 
and the marketable securities 
portfolio. The weighted average yield 
at the end of the year on the portfolio 
held by the Heritage Fund was 8.6 per 
cent. 

The costs of administration are 
charged to the Heritage Fund and are 
subtracted from the income earned 
on investments. Administrative 
expenses incurred solely for the 
Heritage Fund during the year were 
paid directly from the Fund and 
amounted to $69,456. In addition a 
reimbursement of $455,000 to the 
General Revenue Fund is to be made 
for general administration respecting 
the Heritage Fund. 

In accordance with the accounting 
policies adopted for the Heritage 
Fund, a charge of $8.8 million was 
made against income for a provision 
to adjust the valuation of the 
marketable securities portfolio from 
cost to aggregate market value at the 
end of the year. The provision reflects 
the effect of higher interest rates and 
the resulting lower market values of 
medium and long-term securities. 

WEIGHTED 
A VE RAGE YI ELD 1977-78 INCOME 

(%) (millions of dollar 

Alberta Housing Corporation debentures .......................... . 
Alberta Home Mortgage Corr.oration debentures ................... . 

9.4 19.0 
9.5 27.3 

Gulf Canada Limited convertible debenture ........................ . 8.1 6.9 
Canada-Cities Service Ltd. convertible debenture ..... ........... ... . 8.4 6.4 

Total ... ...................................................... . 9.2 59.7 (a) 

Canada Investment Division 
Province of Newfoundland debentures ............................ . 10.1 5.0 
Province of New Brunswick debenture ............................ . 9.6 1.3 

Total .... ..... ............ . ........... . .... ..... ... . .... ...... . 9.8 6.3 

Investment in Marketable Securities and Deposits 
Deposit in the CCITF (b) ....................................... . . 
Short-term investments ......................................... . 

8.0 7.3 
7.7 20.7 

Debentures ....................... ..... ....................... . 9.0 101.6 

Total ......................................................... . 8.6 129.6 

TOTAL ....... ... ................ . .................... . ......... . 8.8 195.6 

a) Does not add due to rounding. 
b) Deposit with the Province of Alberta 

in the Consolidated Cash Investment 
Trust Fund. 

An early morning jog in Capital City Recreation Park 
takes these two Albertans across one of four new er, 
river bridges ~uilt specifically for hikers and cyclists 





INVESTMENTS 

SUMMARY OF CAPITAL PROJECTS 
DIVISION INVESTMENTS 
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Investments were made in Capital 
Projects Division projects in five major 
areas in 1977-78. These investments 
were approved by the Legislature in 
the fall of 1976. A total of $86.8 million 
was invested in these projects du ring 
the year and at March 31, 1978, $122.8 
million was invested under the Capital 
Projects Division representing 3.6 per 
cent of the total assets of the Heritage 
Fund. 

HEALTH CARE FACILITIES AND 
APPLIED HEALTH RESEARCH 
During 1977-78, a total of $18.5 million 
was invested in four projects 
authorized by the Legislature to 
provide health care facilities and 
applied health research. The 
investment in these projects is made 
by way of grants to the individual 
hospital boards which have 
responsibility for constructing and 
operating the facilities or managing 
the applied health research projects. 

Alberta Children's Provincial General 
Hospital 
The Alberta Children's Provincial 
General Hospital is a child health 
centre in Calgary for diagnostic 
assessment and treatment of children 
with complex health problems. The 
expansion of the existing facility is 
expected to be completed in the 
spring of 1980 at a total estimated cost 
of $29.4 million, $27.4 million of which 
will be funded from the Heritage 
Fund. The Alberta Children's Hospital 
Foundation will contribute $2 million 
towards the new complex. 

Phase one of the project, the 
construction of a school providing a 
full range of educational services 
required by the children at the centre, 
was completed in 1977-78 at a cost of 
$2.2 million. Construction on the 
second phase, the hospital portion 
which will provide in-patient and 
out-patient services, along with 
laboratory, dietary, x-ray, surgical, 
diagnostic and support services, 
began during the year. At the end of 
March 1978, the second phase was 
about 5 per cent complete with work 
slightly behind schedule. 

CAPITAL PROJECTS DIVISION 

Alberta Health Sciences Centre 
Construction commenced on June 7, 
1977 on the Alberta Health Sciences 
Centre which eventually will replace 
the University of Alberta Hospital in 
Edmonton and provide in a single 
institution the closely related 
functions of patient care, health 
research, and health education. The 
first phase of the project is expected 
to be completed in 1982 at a total 
estimated cost of $102.9 million in 
1977 dollars. This excludes the cost of 
the new offsite laundry and dietary 
services facilities to be financed 
through the Alberta Municipal 
Financing Corporation. 

The first phase includes the 
construction of new buildings to 
rehouse existing facilities at the 
University of Alberta Hospital, and to 
provide an education centre, medical 
library and auditorium, plus the 
renovation of the existing interns' 
residence to provide hostel 
accommodation for patients. The new 
complex also includes space for the 
provincial laboratory of public health 
and underground parking. 

At the end of March 1978, 23.4 per 
cent of the budget was committed anc 
the construction of phase one was 12 
per cent complete. The project is on 
budget and slightly behind schedule 
with foundations and other below 
grade concrete structural component: 
substantially complete. An 
Implementation Committee 
co-ordinates and monitors the 
development of the project. 

A second phase, which will include 
replacement of the remainder of the 
existing patient beds and.complete 
the out-patient facilities, will be 
considered at a later date. 

Construction proceeds on phase one of the Alberta 
Health Sciences Centre scheduled for completion i 
1982. 





INVESTMENTS 

Cancer Research Projects-19n-78 
1) Radiation oncology at Edmonton and 

Calgary- to introduce improved 
ionizing radiation treatment for cancer 
patients. 

2) Diagnostic radiology at Calgary and 
Edmonton -to assist clinical research 
by improving radiographic facilities. 

3) Development of a cancer incidence 
atlas-to examine the geographical 
distribution of cancer incidence using 
data available from the Alberta Cancer 
Registry. 

4) Occupational and environmental 
studies- to identify risk factors 
associated with cancer incidence in the 
Alberta population and to study these 
factors in relation to the survival 
experience of cancer patients. 

5) Radiobiology- to test if certain drugs 
can play a clinical role in cancer 
therapy. 

6) Development of an estrogen receptor 
laboratory- to test human breast 
tumors which have been extracted at 
hospitals throughout Alberta. 

7) Radiolabelled steroid analogues in 
detecting metostatic prostalic 
carcinoma- to investigate the 
possibility of measuring the extent and 
susceptibility to treatment of cancer 
cells of the prostrate using radioactive 
labelled hormones. 

I 
/ 
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Southern Alberta Cancer Centre 
and Specialty Services Facility 

The Southern Alberta Cancer Centre 
and Specialty Services Facility project 
is being developed adjacent to and 
will share some facilities with the 
Foothills Provincial General Hospital 
in Calgary and will include a cancer 
clinic, an auxiliary hospital, and a 
southern Alberta branc11 of the 
provincial laboratory of public health. 
The project will provide 45 cancer 
hospital beds, and diagnostic 
radiology and nuclear medicine 
facilities. The auxiliary portion will 
have 200 beds, day care and hostel 
facilities for out-patients requiring 
diagnostic or treatment services. The 
programmes will emphasize the 
physical, psychological, and social 
components of care. The provincial 
laboratory of public health branch will 
enable more effective control and 
reduction of the incidence of 
communicable disease. 

Excavation began on the site during 
the year and by March 31, 1978 the 
sub-basement had been completed. 
An Implementation Committee has 
been established to co-ordinate and 
monitor the development of the 
complex scheduled to be completed 
in 1980-81. 

Cancer and Heart Disease Research 

In 1977-78, $1.8 million was invested in 
cancer research projects and a 
nominal amount was expended for 
the planning of the Northern Alberta 
Cardiac Rehabilitation Institute. 

CAPITAL PROJECTS DIVISION 

The cancer research projects are 
co-ordinated through the Provincial 
Cancer Hospitals Board Research 
Committee. The Northern Alberta 
Cardiac Rehabilitation Institute is 
planned for Edmonton and will 
emphasize a total care concept for 
patients with heart disease. 

In order to ensure effective allocation 
of research funds, the Ad Hoc 
Comprehensive Cardiac Care 
Advisory Committee and the 
Provincial Cancer Hospitals Board 
Research Committee review research 
proposals with the advice of external 
references of national and 
international competence, and make 
recommendations to the Minister of 
Hospitals and Medical Care. The Ad 
Hoc Comprehensive Cardiac Care 
Advisory Committee includes 
representatives from the Alberta 
Medical Association, the College of 
Physicians and Surgeons, the College 
of Family Practice, and the Faculty of 
Medicine, as well as cardiologists, lay 
citizens, and senior government 
officials. 

The cancer and heart disease research 
project calls for a 5 year, $50 million 
investment (plus annual allowances 
for inflation), subject to annual 
approval by the Legislature. 

A linear - accelerator, provided as part of the 
radiation oncology project at the W. W. Cross Cance 
Institute, introduces improved radiation therapy for 
cancer patients. 





INVESTMENTS 

IRRIGATION REHABILITATION 
AND EXPANSION 
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IRRIGATION 

The Heritage Fund is financing a $200 
million programme over a ten year 
period for irrigation rehabilitation and 
expansion and irrigation headworks 
improvement in order to increase the 
Province's capacity to produce 
agricultural products and to further 
diversify the agricultural industry. 
During 1977-78, $11.7 million was 
invested in projects to improve 
irrigation facilities in Alberta. 

Irrigation Rehabilitation and 
Expansion 

This long-term project assists 
irrigation districts to rehabilitate their 
irrigation systems to ensure efficient 
distribution of water supply to 
irrigation farmers. This project is 
additional to the funds provided for 
irrigation rehabilitation and expansion 
from provincial general revenues on 
projects which benefit all irrigation 
districts and irrigation projects 
outside the existing irrigation districts. 
The programme emphasizes the 
rehabilitation of existing works within 
the irrigation districts. In addition, the 
programme includes the 
development of new land area. 
Subject to approval by the Legislature 
each year, the project will extend to 
1986-87 and will involve total funding 
of $90 million. 

Grants are provided from the Heritage 
Fund by Alberta Agriculture to the 13 
irrigation districts on the basis of a 
formula equally incorporating 
assessed acreage and revenue factors. 
As in previous years, this investment 
provides for 86 per cent of the total 
rehabilitation and expansion costs 
with the districts contributing the 
remainder from acreage revenue. 

CAPITAL PROJECTS DIVISION 

Each irrigation district determines the 
projects to be undertaken which then 
are included in the programme upon 
the approval of the Irrigation Council. 
During 1977-78, major activities 
included the reconstruction and 
relocation of major canals, the 
rehabilitation and construction of 
drainage systems, canal lining for the 
control of seepage, and the 
improvement of water storage on 
lakes and reservoirs. It is anticipated 
that this programme will add 
approximately 300,000 acres to 
irrigated lands in the 13 districts 
mainly through intensification of 
existing irrigated areas, some 
extension to adjacent areas, and 
limited expansion. 

Irrigation Headworks Improvement 

The irrigation headworks 
improvement project, administered 
by Alberta Environment, is designed 
to maintain a secure and continuous 
supply of water to irrigation districts 
and for other users in southern 
Alberta by rehabilitating major river 
diversion and canal structures. 
Subject to annual approval by the 
Legislature, it is estimated that $110 
million will be invested in these 
projects by 1985-86. This amount 
includes funding for water storage on 
the Oldman River system. 

The funds invested in 1977-78 were 
largely for the rehabilitation of severa 
main canals and related structures. In 
addition, numerous smaller projects 
were undertaken with the aim of 
making the operation and 
maintenance of the systems more 
efficient. The costs of operating and 
maintaining the headworks systems 
are financed from the general 
revenues of the Province. 

Southern Alberta continues to develop its 
agricultural potential with the aid of irrigation. 





INVESTMENTS 

RENEWABLE RESOURCES 
IMPROVEMENT 
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RENEW ABLE RESOURCES 
IMPROVEMENT 
During 1977-78, the Heritage Fund 
invested $9.6 million in three separate 
projects to improve Alberta's 
renewable resources in the areas of 
reforestation, grazing reserves, and 
land reclamation. 

Alberta Reforestation Nursery 

Alberta Energy and Natural Resources 
is developing a forest nursery 
complex to produce conifer seedling 
stock for reforestation in Alberta. The 
new Pine Ridge Forest Nursery is 
located near Smoky Lake, 
approximately 145 kilometres 
northeast of Edmonton. The cost of 
construction and equipment is 
estimated to be $12.4 million. When 
completed, the nursery will have the 
capacity to produce 10 million 
bareroot seedlings and 10 million 
container seedlings annually. 
Structures at the nursery will include a 
cone drying facility, a minimum 50,000 
bushel per annum seed processing 
and seed cold storage facility, 20 
greenhouses, shade frames for 
conditioning greenhouse-grown 
seedlings to the outdoors, a small tree 
improvement facility to carry out a 
tree genetics programme, and 
administrative and maintenance 
support facilities. 

The seedlings produced at the Pine 
Ridge Forest Nursery will provide 
industry and government with 
additional seedlings to allow for the 
reforestation of harvested Crown 
lands and a portion of burned-over 
land, and potentially productive lands 
which do not presently support 
commercial tree species. 

During the year, construction began 
on the buildings and by March 31, 
1978 each facility was at least 85 per 
cent complete with the exception of 
the tree improvement, seed cold 
storage, and seed cleaning facilities. 
The largest investment in 1977-78 was 
for the construction of the 20 
greenhouses. 

In the fall of 1977, the first crop of 6 
million bareroot seedlings was seeded 
and in March 1978, 9 million container 
seedlings were started. The first crop 
of bareroot seedlings will be ready for 
out-planting in the spring of 1981 and 
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the first crop of container seedlings in 
1979. 

The actual seeding and reforestation is 
part of the forest resources 
management programme of Alberta 
Energy and Natural Resources which 
is funded from provincial general 
revenues. 

Grazing Reserves Development 

Alberta Energy and Natural Resources 
is developing public grazing reserves 
largely in the grey wooded soil area of 
northern Alberta. These grazing 
reserves financed from the Heritage 
Fund are in addition to the grazing 
reserves developed as part of the 
general budgetary programme of the 
Province. The creation of these public 
pastures allows for the stabilization 
and diversification of small scale 
farming endeavors by freeing the 
pasture lands owned by small scale 
farmers for other agricultural uses and 
by providing additional summer 
grazing. As a secondary benefit to 
farmers, this project improves the 
quality of cattle through selected 
breeding which occurs on public 
grazing reserves. 

Proposals for the development of 
public grazing reserves are initiated by 
local Alberta Agricultural 
Development Committees and other 
local farm groups and are submitted 
to Alberta Energy and Natural 
Resources for review. Each grazing 
reserve consists of approximately 
20,000 acres of land of which 60 per 
cent to 70 per cent is developed and is 
capable of pasturing 1,200 to 1,500 
head of cattle. The fees charged for 
use of the grazing reserves accrue to 
the General Revenue Fund of the 
Province. 

During the 1977-78 fiscal year, seven 
public pastures were under 
development in the Province. Land 
clearing and some breaking and 
working down of the land was in 
progress. Seeding of some of the 
pastures is expected to occur in 
1978-79 and dam and dugout 
construction and fencing will take 
place to 1980-81. 

Pine seedlings produced at the new Pine Ridge 
Forest Nursery near Smoky Lake, Alberta. 
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1977-78 
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MARCH 31,1978 

• AUTHORIZED TO 
MARCH 31, 1978 

In total, this project is estimated to 
cost $26 million and will extend over a 
ten year period ending in 1987-88, 
subject to annual approval by the 
Legislature. 

Land Reclamation 

Under the management of Alberta 
Environment, this project involves the 
reclamation of abandoned municipal 
and Crown lands that have been 
disturbed through industrial or 
municipal use such as strip mining, 
gravel extraction, or waste disposal. 
The land is being reclaimed for such 
uses as parks and recreation, wildlife 
areas, agricultural areas, or new 
industrial sites. 

During the 1977-78 fiscal year, 
approximately 9 sewage lagoons, 27 
garbage dumps, 58 sand and gravel 

_ sites, and 10 access roads were 
reclaimed throughout Alberta. As 
well, the levelling of strip mines and 
mine safety hazard clean-up activities 
occurred at 44 locations. 

Subject to further approvals by the 
Legislature, this project is estimated to 
be completed in 1980 at a total 
estimated cost of $12.5 million. 

DEVELOPMENT OF OIL SANDS 
TECHNOLOGY 

Pure and applied research is being 
conducted to develop economical 
systems for recovering oil from 
Alberta's oil sands and heavy oil 
reservoirs in order to supplement 
diminishing supplies of oil from 
conventional sources. The Heritage 
Fund investment in this project 
provides funding to the Alberta Oil 
Sands Technology and Research Fund 
which is administered by the Alberta 
Oil Sands Technology and Research 
Authority (AOSTRA). 

AOSTRA is a provincial Crown 
corporation responsible for 
coordinating and promoting oil sands 
and heavy oil research. One of 
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AOSTRA's major areas of activity is 
field work in partnership with industry 
participants to test in-situ recovery 
concepts. To date, five field pi lot 
projects have been initiated. Research 
is also being done to develop more 
efficient and effective methods of 
extracting and upgrading synthetic 
crude oil obtained from the existing 
mining methods. 

With the goal of overcoming 
technological problems identified as 
critical barriers to oil sands 
development, during the year 
AOSTRA financed 22 Canadian 
university oil sands research projects, 
provided scholarships and fellowships 
for students at Canadian universities, 
and maintained professorships at the 
Universities of Alberta, Calgary and 
Lethbridge for the conducting of 
fundamental research concerning oil 
sands_ development. 

AOSTRA also finances three 
programmes conducted by the 
Research Council of Alberta: the 
physical modelling and laboratory 
investigations of the in-situ process; 
the establishment of a central library 
of oil sands information which is 
available to the public; and a sample 
bank of oil sands and heavy oil. 

AOSTRA owns the technology 
developed through the various 
programmes and sells or exchanges 
technologies as part of its programme 
to promote the implementation of 
new techniques. All revenue received 
from the sale of technologies accrues 
to the Alberta Oil Sands Technology 
and Research Fund. 

The current AOSTRA programmes 
and projects involve the commitment 
of an estimated $146 million over the 
period to 1985. 

A vessel used to simulate in-situ oil sands recovery 
processes at the Alberta Research Council's 
laboratories at Clover Bar, Alberta is an example of 
the research being sponsored by AOSTRA. 
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ESTABLISHING AND IMPROVING 
RECREATIONAL FACILITIES 

During the year, the Heritage Fund 
invested $27.4 million in the Capital 
City Recreation Park in Edmonton and 
the Fish Creek Provincial Park in 
Calgary both of which will provide 
new, easily accessible recreational 
facilities. 

Capital City Recreation Park 

The Province of Alberta and the City 
of Edmonton are working 
cooperatively to develop the Capital 
City Recreation Park in Edmonton. 
The park encompasses approximately 
3,000 acres and includes the Gold Bar, 
Rundle, and Hermitage city parks, 
Strathcona Science Park, and the 
Rundle golf course. Features of the 
park include hiking and cycling trails, 
picnic facilities, and a science centre. 
With the exception of the Strathcona 
Science Park and science centre, the 
Capital City Recreation Park is 
expected to be completed by July 
1978. 

Du ring the year, the majority of the 
hiking and cycling trails and four cross 
river bridges and two traffic 
overpasses for the purposes of hikers 
and cyders were largely completed. 
Significant tree planting and seeding 
of the North Saskatchewan River 
banks also took place. Additional 
landscaping and bank stabilization 
and the construction of rest stops, 
park benches, and bicycle racks will 
be completed by July 1978. 
Approximately $3.6 million was 
invested during the year in the 
purchase of land for the park. 
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In current dollars, the total Provincial 
contribution to the project is 
estimated to be $41 million. Once tht 
park has been completed, the 
Province will make contributions 
toward the operating costs of the par 
from the Province's general revenue~ 

Fish Creek Provincial Park 

Fish Creek Provincial Park, 
encompassing approximately 2,920 
acres of land in south Calgary, is bein 
developed by the Province of Alberta 
in cooperation with the City of 
Calgary. The park is rich in historical 
and natural resources and when 
completed will offer activities such a~ 
hiking, fishing, nature studies, wildli1 
observation, canoeing, picnicing, 
cycling, swimming, skating, 
toboganning, and cross-country 
skiing. 

The purchase of land for this project 
expected to be completed during 
1978-79 at a total cost of $15 million. B 
the end of the year, about 98 per cen
of the land had been acquired. 
Alberta Recreation, Parks and Wildlif1 
is developing the recreational facilitiE 
within the park and these are 
expected to be completed by 1984-85 
at a total cost of $14 million. 

In 1977-78, a further 580 acres of land 
was purchased for the park and work 
was carried out on the recreational 
lake complex (Sikome Lake), the Bo'V' 
Valley Ranch and interpretive centre, 
building improvements, picnic areas, 
and trail systems. 

Fish Creek Provincial Park in Calgary harbours a 
nesting colony of great blue herons, one of 
approximately 40 now in the Province. 
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Investments forming the Canada 
Investment Division earn interest 
income for the Heritage Fund. The 
loans provide an additional source of 
capital for programmes or projects 
undertaken or supported by 
provincial governments in Canada or 
the federal government. The loans are 
made at market rates of interest. · 

During the year, the Investment 
Committee approved the purchase of 
a 20 year debenture of the Pro vi nee of 
New Brunswick in the principal 
amount of $47 million. The debenture 
was purchased at 99.5 per cent of par 
value to yield 9.56 per cent annually to 
maturity. This yield reflects the rates in 
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the Canadian bond market for 
debentures with similar terms at the 
time the investment was made. The 
loan to New Brunswick assisted in the 
financing of the general requirements 
of the Consolidated Fund of the 
Province of New Brunswick. 

With the $50 million loan to 
Newfoundland made in 1976-77 and 
the loan to New Brunswick, total 
investments for"ming the Canada 
Investment Division were $96.3 
million at March 31, 1978 representing 
2.9 per cent of the total assets of the 
Heritage Fund. 

CANADA INVESTMENT DIVISION 
SUMMARY OF INVESTMENT TRANSACTIONS 

FOR THE YEAR ENDED MARCH 31, 1978 

COST(a) COST(a) 
MARCH 31, 1977 PURCHASES MARCH 31, 1978 

(millions of dollars) 
Province of Newfoundland 

10% debentures ........... . ....... . • .. . . .. . . .. ... 49.5 49.5 

Province of New Brunswick 
9.5% debenture (b) . . . . . . .. . . . .... .. . . ... . .. . . . . 46.8 46.8 

Total .. . . . . . ... .... .. . ... . .... . ... . ... ..... . . ... . . . . .. . 49.S 46.8 96.3 

---====--=--~====----===--=====-== 
(a) Includes amortization of discount to this date. 

(b) Pursuant to the approval given by the Investment Committee of the Heritage Fund in 1977-78. 

The Canadian flag atop the Alberta Legislative 
Building. 
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Investments forming the Alberta 
Investment Division strengthen and 
diversify the economy of Alberta and 
yield a reasonable return or profit to 
the Heritage Fund. 

During the year, investments forming 
the Alberta Investment Division 
increased by $352.2 million to $1,055.8 
million, representing 31.4 per cent of 
the total assets of the Heritage Fund at 
the end of the year. No new 
investment areas were added in 
1977-78. 

During the year, $217.9 million was 
invested in housing by purchasing 
debentures of the Alberta Housing 
Corporation and the Alberta Home 
Mortgage Corporation. Of this 
amount, $174.9 million was invested 
under authority carried forward from 
the previous year while $43 million 
was invested in debentures of the 
Alberta Housing Corporation under 
an approval given by the Investment 
Committee during the year to 
purchase $55 million of such 
debentures. Of the $122 million in 
energy resources related investments 
during the year, all except $1.6 million 
was made in accordance with 
Investment Committee approvals 
given in 1976-77. 

Housing Investments 

The Heritage Fund's investment of 
$217.9 million during the year, 
excluding repayments, in debentures 
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of the Alberta Housing Corporation 
(AHC) and the Alberta Home 
Mortgage Corporation (AHMC) 
provided the major source of 
financing for the capital programmes 
of the corporations. The programmes 
of AHC and AHMC provide social 
housing, land assembly programmes, 
and mortgage loans for home 
ownership and rental housing units. 
The provision of housing for Albertans 
at affordable prices contributes to the 
strength and diversity of the 
economy. In addition, the market rate 
of interest on the debentures provides 
a good rate of return to the Heritage 
Fund. 

In 1977-78, AHC committed an 
estimated $119.1 million for the 
construction of 3,275 housing units, 
$34.7 million for residential land 
banking and development and the 
development of industrial land, and 
$28.6 million for the development of 
residential land in Fort McMurray. In 
1977-78, AHMC approved an 
estimated $65.6 million in mortgages 
to aid 1,686 Albertans to acquire 
homes and an estimated $75.5 million 
in loans for the construction of 2,696 
units of modest rental 
accommodation for low and middle 
income Albertans. AHMC also 
provides first mortgage loans to 
Northward Developments Ltd. which 
is responsible for providing housing 
for the employees of the Syncrude 
Project. 

HOUSING 
1977-78 CAPITAL PROGRAMMES 

Al:-::-b----:-::-::----:-------------------------- ----
erta Housing Corporation (millions of dollars) (number of units) 

Staff Housing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.1 34 
Rural and Native Housing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.9 204 
Community Housing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41.7 1,110 
Senior Citizen Lodges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.0 219 
Senior Citizen Self-Contained . . . . . . . . . . . . . . . . . . . . . . . . . . . 59.5 1,689 
Transitional Housing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.9 19 
Land Banking and Development . . . . . . . . . . . . . . . . . . . . . . . . . 29.7 
Fort McMurray Development . . . . . . . . . . . . . . . . . . . . . . . . . . . 28.6 
Industrial Land Programme . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.0 

Total Commitments 

Alberta Home Mortgage Corporation 
Home Ownership Programme ......................... . 
Rental Accommodation ............................... . 
Mobile Home Parks .................................. . 
Residential Land Development ......................... . 
Syncrude Housing- Fort McMurray ..................... . 

Total Commitments .................................. . 

182.4 

65.6 
75.5 

2.3 
0.2 

30.8 

174.4 

3,275 

1,686 
2,696 

358(lots) 
145(lots) 
716 

5,601 

Canara Gardens, in Edmonton, is just one of the 
self-contained apartment residences financed by the 
Alberta Housing Corporation where rents geared to 
income make it possible for many retired Albertans 
to live independently. 
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Alberta Syncrude Equity 
The Heritage Fund holds the Province 
of Alberta's 10 per cent equity 
investment in the Syncrude Project 
and associated companies
Syncrude Canada Ltd. and Northward 
Developments Ltd .. The Heritage Fund 
invested $59.1 million during the year 
as a result of this equity participation 
and at March 31, 1978 the total equity 
investment was $179.3 million. 

Syncrude Canada Ltd. is a corporate 
body constituted for the purpose of a 
joint venture development of the 
Syncrude Project by industry and 
government. ·The Syncrude Project is 
located at Mildred Lake, 40 kilometres 
north of Fort McMurray and is 
designed to produce 129,400 barrels 
per day of synthetic crude oil. At the 
end of the year the plant was 98 per 
cent complete, which is slightly ahead 
of the schedule set in December 1974. 
The total cost of the project at 
completion is estimated to be $2,163 
million. 

The upgrading process trains are 
designed to convert crude bitumen 
into synthetic crude oil. The Number 
1 Train was completed on April 1, 1978 
and the Number 2 Train is expected to 
be completed by September 1978. The 
anticipated completion date for Train 
2 represents an acceleration of the 
start-up by six months over the 
December 1974 schedule. The revised 
start-up schedule calls for the first 
bitumen feed to be delivered to the 
Train 1 coker in July 1978 and to the 
Train 2 coker in December 1978. 

Mining operations are on schedule 
with two of the four draglines now 
operational. Three of the four 
bucketwheel reclaimers have been 
moved to their working locations in 
the mine. Oil sand has been moving 
through the extraction plant as part of 
a testing procedure prior to start-up. 

The first synthetic crude is scheduled 
to be delivered to the Alberta Oil 
Sands Pipeline Ltd. product pipeline 
in July 1978. The production of the 
plant is estimated to be 35,000 barrels 
per day in July and it is expected to 
increase to approximately 100,000 
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barrels per day at the end of 1978. The 
present schedule indicates that the 
plant will reach total capacity of 
129,400 barrels per day by 1982. 

Syncrude has been successful in 
recruiting the majority of the 
permanent workforce with 3,347 
people on staff at March 31, 1978. Of 
these employees, 50 per cent were 
from Alberta, 47 per cent from the rest 
of Canada, 1 per cent from the U.S.A., 
and 2 per cent from other areas in the 
world. 

Of the approximately $1,900 million 
either spent or committed on the 
project by the end of March 1978, 64 
per cent has been or will be spent in 
Alberta, 13 per cent in Ontario, 4 per 
cent in the rest of Canada, and 19 per 
cent outside of Canada. 

Syncrude participants have committed 
funds for the evaluation of a major 
plant expansion as a result of more 
favourable projections of the 
economics of the project due to 
revised crude oil price projections. 
However, a final decision on 
expansion will not be made until 
initial operating results are evaluated. 

Alberta Energy Company 
The Heritage Fund holds the Province 
of Alberta's 50 per cent ownership in 
the Alberta Energy Company Ltd. 
(AEC). Through this Heritage Fund 
investment all Albertans participate in 
the resource development and 
industrial potential of the Province 
and will share in dividends paid by the 
company and in any increase in the 
net value of AEC. In addition, AEC has 
more than 50,000 shareholders, 96 per 
cent of whom are Albertans. 

The Investment Committee of the 
Heritage Fund has authorized the 
Provincial Treasurer to buy and sell 
AEC shares upon the 
recommendation of the Minister of 
Energy and Natural Resources in order 
to maintain the Heritage Fund's 50 per 
cent ownership of the outstanding 
voting shares of AEC. The Heritage 
Fund purchased 10,250 AEC shares for 
$174,781 during 1977-78 under this 

Upgrading facilities at the Syncrude Project. 
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ALBERTA ENERGY COMPANY LID. 
INVESTMENTS ATDECEMBER31, 1977 

(millions of dollars) 

Net Investment in Plant and Equipment 
Gasandoil .............................. 101.9 
Pipelines ................................. 70.2 
Coal ..................................... 22.8 
Forestry .................................. 10.7 
Other ..................................... 1.0 

206.6 

Investment in Affiliated Companies 
AEC Power Ltd. . ........................... 20.4 
Steel Alberta Ltd. . .......................... 7.6 
Pan-Alberta Gas Ltd. . ....................... 2.3 

30.3 

Total ...................................... 236. 9 

Source: 1977 Annual Report of AEC. 
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authority. The average cost per share 
of the total AEC shares held is $10.01. 
The Heritage Fund's equity position in 
AEC at December 31, 1977 was $89.2 
million which is comprised of $75.6 
million of AEC shares at cost, plus 50 
per cent of AEC's retained earnings of 
$27.1 million to that date. 

The activities of AEC during 1977 
reflect the Company's diverse 
investment portfolio. One of AEC's 
principal investment projects is the 
recovery of oil and gas in the Suffield 
Military Block located in southeast 
Alberta. During 1977, 249 shallow gas 
wells and 53 deep test wells were 
drilled. At the end of the year, 80 
million cubic feet of gas per day were 
being produced from 340 wells and 
400 barrels of oil per day from 17 
wells. 

AEC has a significant involvement in 
the Syncrude Project. AEC owns 
two-thirds of the $270 million AEC 
Power Utilities Plant which will supply 
steam and electric power to the 
Syncrude site. The utilities plant was 
98 per cent complete at December 31, 
1977. In addition, AEC owns 100 per 
cent of Alberta Oil Sands Pipeline 
Ltd. which will operate the $76.5 
million pipeline to transport synthetic 
crude oil from Fort McMurray to 
Edmonton. Construction of the 
pipeline was completed in 1977 and it 
is expected to be operational by May 
1978. AEC also has an option to 
purchase from 5 per cent to 20 per 
cent of the Syncrude Project. 

Further investments of AEC are joint 
venture interests in coal, forestry 
products, and the construction of an 
ethane gathering system. AEC also has 
investments in steel making and in the 
marketing of natural gas through its 50 
per cent ownership of Steel Alberta 
Ltd. and Pan-Alberta Gas Ltd. 

Convertible Debentures 

As part of the Sync rude Agreement, 
the Province of Alberta agreed to 
make loans by way of convertible 
debentures of $100 million each to 
Gulf Canada Limited and 
Canada-Cities Service Ltd., two other 
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participants in the Syncrude Project. 
The debentures may be converted 
into a percentage equity interest in 
the Sync rude Project at the option of 
the Province of Alberta. It is 
anticipated that the Province may be 
able to exercise this option as early as 
November, 1978. However, under the 
terms of the debentures the Province 
has up to five years to exercise the 
options, and a decision regarding the 
options will not be made until 
sufficient data are available to assess 
the operating performance of 
Syncrude and the economic returns 
expected from the project. 

Any part of the debentures not 
converted to an equity interest is 
repayable in ten equal annual 
instalments. The rates of interest 
earned on the Gulf Canada Limited 
and Canada-Cities Service Ltd. 
convertible debentures, 81/s per cent 
and 83/s per cent, respectively, 
reflected the market rates for 
debentures with similar terms and 
conditions at the time of negotiating 
the loan agreements. 

During the year, the Investment 
Committee of the Heritage Fund 
approved the purchase from the 
General Revenue Fund of $1.6 million 
in accrued interest earned on these 
debentures prior to August 30, 1976 in 
order to consolidate the Province's 
interests respecting these debentures 
in the Heritage Fund. At March 31, 
1978, $96.5 million and $87.1 million of 
principal had been drawn, 
respectively, by Gulf Canada Limited 
and Canada-Cities Service Ltd. on 
these convertible debentures. In 
addition, $7.6 million of accrued 
interest has been capitalized and 
added to the principal amounts of the 
debentures, and $12.2 million in 
accrued interest is to be capitalized on 
the next anniversary dates of the loan 
agreements. 

The Syncrude Utilities Plant supplies the steam, 
electric power, and processed water required for the 
mining, extraction, and upgrading facilities at the 
Syncrude site. 
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MATURITY OFTHE MARKETABLE SECURITIES 
AND DEPOSITS HELD BY THE HERITAGE 
FUND AT MARCH 31, 1978 

($ millions) 
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Periodof~~1turity / 
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1 to5years 
5 to 10 years 
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Total $2,018 million 

AVERAGE 11:RM AND YIELD FOR 
MARKETABLE SECURITIES AND DEPOSITS 

417.9 

AVERAGE AVERAGE 
TERM YIELD(%) 

Deposits in the CCITF .......... demand 8.0 
Marketable Securities 

Short-Term Investments ...... 130 days 7.7 
Debentures and Notes 

Government of Canada 
Direct and Guaranteed . . . 9 years 8.3 

Other Provincial 
Direct and Guaranteed ... 15 years 9.0 

Corporates ............... 13 years 9.9 
Alberta Municipal Financing 

Corporation ............ 12 years 9.1 
Alberta Government 

Telephones Commission . . 7 years 9.0 

Weighted Average 6.5 years 8.6 
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Funds not required for investment 
under the three investment divisions 
were invested in marketable securities 
and deposits. This portfolio, which 
consists of deposits in the 
Consolidated Cash Investment Trust 
Fund (CCITF), short-term securities, 
and bonds and debentures, increased 
by $640.9 million to reach $2009 
million at the end of the year. The 
weighted average yield on the 
marketable securities and deposits 
was 8.6 per cent and the weighted 
average term to maturity was 6.5 years 
at March 31, 1978. 

Short-term investments of $651.3 
million at the end of the year included 
both specific investments purchased 
for the Heritage Fu_,nd and deposits of 
the Heritage Fund in the CCITF, 
which, in turn, is invested in 
short-term securities. Short-term 
investments were made in 
Government of Canada and provincial 
Treasury Bills, deposit instruments of 
Canadian and foreign banks, deposit 
instruments of trust companies, and 
commercial paper issued by 
industrial, finance, and grain 
companies. The majority of specific 
short-term investments was in 
Government of Canada Treasury Bills 
and bank instruments because of the 
higher liquidity and comparable yields 
relative to other short-term securities. 

Anticipated movements in short-term 
interest rates are major factors in 
determining short-term investment 
strategy. Short-term interest rates 
were continuing to decline at the 
beginning of the fiscal year. The Bank 
of Canada had lowered the bank rate 
by one-halfofone per cent in each of 
the months of November and 
December of 1976 and in March 1977. 
Anticipating these and a further bank 
rate reduction, short-term 
investments were in longer maturities 
at the beginning of the fiscal year. The 
average term to maturity of short-term 
investments was extended to 
approximately 6 months in order to 
lock-in higher yields. The Bank of 
Canaqa again lowered the bank rate 

by one-half of one per cent in May 
1977. Subsequently, short-term 
interest rates stabilized in a range 
between 7¼ and 7¾ per cent until 
March 1978. Toward the end of the 
fiscal year, in anticipation of higher 
rates, funds were invested in shorter 
maturities. During this time the 
Canadian dollar was under downward 
pressure and the bank rate was 
increased to 8½ per cent in March 
1978. Other short-term rates also rose 
by three-eighths to one-half of one 
percent. 

The marketable securities portfolio 
includes $1229.2 million of notes and 
debentures of the Alberta Municipal 
Financing Corporation and the Alberta 
Government Telephones 
Commission. During the year, new 
medium and long-term debenture 
issues of these Crown corporations 
totalling $371.7 million were 
purchased directly by the Heritage 
Fund to provide yields equivalent to 
those available in the market for 
comparable securities. 
Other long-term investments were in 
Government of Canada, provincial 
and provincially guaranteed 
debentures. These holdings increased 
by $67.1 million to reach $115.7 million 
by year end. The interest rate spread 
between Government of Canada 
and other bonds was narrower than 
usual due to the heavy borrowing 
programme of the federal 
government in conjunction with a 
limited number of new debenture 
issues by corporations with prime 
credit ratings. Therefore, during the 
year there was little incentive to invest 
in corporate bonds and a slight 
decrease in corporate bond holdings 
was experienced over the year. 

The majority of long-term bond 
purchases was concentrated in the 
latter part of the fiscal year following 
the reversal of the decline in 
long-term interest rates as long-term 
yields became more attractive. 



Alberta Housing Corporation debentures 
Investment at cost March 31, 1977 ................... . 
Investments made during 1977-78 

9.10% January 15, 2007 .......................... . 
9.35% August 15, 2007 ........................... . 
9.30% November 1, 2007 ........................ . 
9.30% December 15, 2007 ........................ . 
9.40% February 1, 2008 .......................... . 

Alberta Home Mortgage Corporation debentures 
Investment at cost March 31, 1977 ................... . 
Investments made during 1977-78 

9.10% January 15, 2007 .......................... . 
9.35% July 15, 2007 .............................. . 
9.35% September 1, 2007 ........................ . 
9.40% January 15, 2008 .......................... . 

Alberta Energy Company Ltd. shares .................. . 
Equity in Syncrude Project ......... ... ............... . 
Gulf Canada Limited 81/ao/o convertible debenture 

Principal ....................................... . 
Accrued interest to be capitalized .................. . 

Canada-Cities Service Ltd. 83/ao/o convertible debenture 
Principal ....................................... . 
Accrued interest to be capitalized . : .. .............. . 

Total (c) .......................................... . 

ALBERTA INVESTMENT DIVISION 
SUMMARY OF INVESTMENT TRANSACTIONS 

FOR THE YEAR ENDED MARCH 31, 1978 

COST INTEREST SUBJECT TO CAPITALIZATION COST 
MARCH 31, 1977 PURCHASES REPAYMENTS EARNED CAPITALIZED MARCH 31, 1978 

155.0 

155.0 

227.2 

227.2 

75.5 
120.2 

63.7 
2.5 

57.1 
2.3 

703.6 

27.0 
15.0 
10.9 
30.0(a) 
13.0(a) 

95.9 

15.0 
25.0 
50.0 
32.0 

122.0 

0.2 
59.1 

32.8 
0.9(a) 

29.9 
0.7(a) 

341.5 

(millions of dollars) 

1.2 

1.2 

1.5 

1.5 

6.9 

6.5 

2.7 13.4 

153.8 

27.0 
15.0 
10.9 
30.0 
13.0 

249.7 

225.7 

15.0 
25.0 
50.0 
32.0 

347.7 

75.6 
179.3 

4.1 100.6 
(4.1) 6.2(b) 

3.5 90.6 
(3.5) 6.0(b) 

1,Cl55.8 

(a) Pursuant to Investment Committee approval given during 1977-78. All other investments were made pursuant to Investment Committee approvals given prior to April 1, 1977. 
(b) Accrued interest to be capitalized on the next anniversary dates of the Gulf Canada Limited and Canada-Cities Service Ltd. loan agreements. 
(c) May not add due to rounding. 

Deposit with the Province of Alberta (CCITF) ........... . 
Marketable Securities 

Short-Term Investments ........................... . 
Debentures and Notes 

Government of Canada bonds 
direct and guaranteed ....................... . 

Province of Alberta guaranteed securities: 
Alberta Government 
Telephones Commission: 

Notes .................................. . 
Debentures ........... .... .. . ........... . 

Alberta Municipal Financing 
Corporation debentures .•................... 

Other provinces, direct and 
guaranteed securities ...... .. ............... . 

Corporate bonds ..........................•... 

Total (b) ......... "~(l ........................... . 
a) Net withdrawals. 
b) May not add due to rounding. 

MARKETABLE SECURITIES AND DEPOSITS 
SUMMARY OF INVESTMENT TRANSACTIONS 

FOR THE YEAR ENDED MARCH 31, 1978 

COST 
MARCH 31, 1977 PURCHASES 

SALESAND 
REDEMPTIONS 

ATCOST 

AMORTIZATION 
OF DISCOUNT 
OR (PREMIUM) 

<millions of dollars) 
201.9 

222.5 

6.8 

25.0 
484.5 

362.7 

41.8 
23.0 

1,166.3 

1,368.2 

846.7 

55.6 

247.2 

284.1 

32.0 
1.0 

1,466.6 

1,466.6 

19.1(a) 

600.6 

11.0 

15.0 
58.6 0.3 

101.0 

8.0 (0.1) 
4.0 

798.2 0.2 

817.1 0.2 

MARKET 
COST VALUE 

MARCH 31, 1978 MARCH 31, 1978 

182.8 182.8 

468.6 468.6 

51.4 50.2 

10.0 10.2 
673.4 670.4 

545.8 541.1 

65.9 65.5 
20.0 20.3 

1,835.1 1,826.3 

2,017.9 · 2,009.0 
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ALBERTA HERITAGE SAVINGS TRUST FUND 

AUDITOR'S REPORT 

To the Provincial Treasurer 

I have examined the balance sheet of the Alberta Heritage Savings Trust Fund as at March 31, 
1978 and the statements of transfers from the General Revenue Fund of the Province of 
Alberta, income, expenditure and retained earnings and changes in financial position for the 
period then ended. My examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as I considered 
necessary in the circumstances. 

In my opinion, these financial statements present fairly the financial position of the Trust Fund 
as at March 31, 1978 and the results of its operations and the changes in its financial position for 
the year then ended in accordance with the disclosed basis of accounting described in Note 2 
to the financial statements. 

Edmonton, Alberta 
June 13, 1978 

~~Q~_ 
,-- - C.A. 

Provincial Auditor 
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ALBERTA HERITAGE SAVINGS TRUST FUND 

BALANCE SHEET 
As at March 31, 1978 

ASSETS 
Current: 

Deposit in the Consolidated Cash Investment 
Trust Fund of the Province of Alberta ............. . 

Accounts receivable net, General Revenue Fund 
of the Province of Alberta ........................ . 

Accrued interest receivable ........................ . 
Marketable securities, at aggregate cost or 

market value w,hichever is lower (Note 3) 

Capital Projects Division investments, at cost 
(Schedule 1 and Note 2) ........................... . 

Canada Investment Division investments, at cost 
(Schedule 2) ...................................... . 

Alberta Investment Division investments, at cost 
including interest capitalized and to be capitalized 
(Schedule 3 and Note 2) ........................... . 

LIABILITIES AND FUND EQUITY 
Current: 

Accounts payable .................................. . 
Due to the General Revenue Fund of the 

Province of Alberta (Note 4) ............ • .......... 

Fund equity: 
Transfers from the General Revenue Fund of 

the Province of Alberta, Statement B .............. . 
Retained earnings, Statement C ..................... . 

The accompanying notes are part of 
these financial statements. 

Statement A 

1978 1977 

$ 182,789,956 $ 201,888,796 

3,585,890 
83,185,514 56,684,994 

1,826,195,484 1,166,261,637 

2,092,170,954 1,428,421,317 

122,796,598 35,961,009 

96,294,710 49,501,984 

1,055,798,829 703,631,160 

$3,367,061,091 $2,217,515,470 

$ 15,078,420 $ 9,644,407 

26,521,863 

41,600,283 9,644,407 

3,051,224,320 2,120,181,763 
274,236,488 87,689,300 

3,325,460,808 2,207,871,063 

$3,367,061,091 $2,217,515,470 



ALBERTA HERITAGE SAVINGS TRUST FUND 

STATEMENT OF TRANSFERS FROM THE GENERAL 
REVENUE FUND OF THE PROVINCE OF ALBERTA 
For the ear ended March 31, 1978 

Assets transferred on August 30, 1976 ................. . 
Non-renewable resource revenue transfers (Note 5) .... . 
Additional transfer (Note 5) .......................... . 

Total transfers for the period ......................... . 
Balance at beginning of period ....................... . 
Prior period adjustment (Note 5) ..................... . 

Balance at end of period 

*See Note 8 

STATEMENT OF INCOME, EXPENDITURE 
AND RETAINED EARNINGS 
For the year ended March 31, 1978 

Income: 
Interest on investments ............................ . 
Gain on sale of investments ........................ . 

Expenditure: 
Administration (Note 6) 

Operating income ................................... . 
Less: Provision to adjust marketable securities 

to aggregate market value (Note 3) .............. . 

Net income ......................................... . 
Retained earnings at beginning of period .............. . 

Retained earnings at end of period 

*See Note 8 

StatementB 

Year ended Period ended 
March 31, 1978 March 31, 1977* 

$ 
922,175,111 

9,000,000 

931,175,111 
2,120,181,763 

(132,554) 

$3,051,224,320 

Year ended 
March 31, 1978 

$195,622,315 
225,585 

195,847,900 

524,456 

195,323,444 

8,776,256 

186,547,188 
87,689,300 

$274,236,488 

$1,500,000,000 
620,181,763 

2,120,181,763 

$2,120,181,763 

StatementC 

Period ended 
March 31, 1977* 

$87,075,502 
896,584 

87,972,086 

282,786 

87,689,300 

87,689,300 

$87,689,300 
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ALBERTA HERITAGE SAVINGS TRUST FUND 

STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
For the ear ended March 31, 1978 

Funds were provided from: 
Net income for the period, Statement C ............... . 
Less: Adjustment for amortization 

of discount on Canada Investment 
Divis.ion investments ......................... . 

Transfers from the General Revenue Fund, 
Statement B .................................. . 

Prior period adjustment (Note 5) ...... ............... . 

Funds were applied to: 
Capital Projects Division investments ............... . 
Canada Investment Division investments ............ . 
Alberta Investment Division investments 

Increase in working capital ........................... . 

Represented by: 
Increase in current assets .......................... . 
Less: Increase in current liabilities ................... . 

*See Note 8 

Statement D 

Year ended Period ended 
March 31, 1978 March 31, 1977* 

$186,547,188 $ 87,689,300 

27,726 1,984 

186,519,462 87,687,316 

931,175,111 2,120,181,763 
(132,554) 

1,117,562,019 2,207,869,079 

86,835,589 35,961,009 
46,765,000 49,500,000 

352,167,669 703,631,160 

485,768,258 789,092,169 

$631,793,761 $1,418,776,910 

$663,749,637 $1,428,421,317 
31,955,876 9,644,407 

$631,793,761 $1,418,776,910 



ALBERTA HERITAGE SAVINGS TRUST FUND 

STATEMENT OF AMOUNTS EXPENDED 
UNDER THE APPROPRIATION 
(ALBERTA HERITAGE SAVINGS TRUST FUND, 
CAPITAL PROJECTS DIVISION) ACT, 1976 

StatementE 

For the period November 4, 1_9_7_6_to_ M_a_r_ch_ 3_1,_1_9_7_8 _______________ _ 

Legislative 
Appropriation 

Health Care Facilities and Applied 
Health Research: 

Southern Alberta Children's Hospital ..... $ 10,000,000 
Alberta Health Sciences Centre . . . . . . . . . . 30,000,000 
Southern Alberta Cancer Centre . . . . . . . . . 7,500,000 
Cancer and heart disease research: 

Cancer research ..................... . 
Heart disease research ........ • ....... 

Irrigation Rehabilitation and Expansion: 
Irrigation rehabilitation and expansion ... . 
Irrigation headworks improvement ..... . 

Renewable Resources Improvement: 
Alberta reforestation nursery ........... . 
Grazing reserves development .......... . 
Land reclamation ...................... . 

Develo~ment of Oil Sands Technology: 
The Alberta Oil Sands Technology 

4,000,000 
6,000,000 

14,000,000 
9,500,000 

9,000,000 
1,000,000 
2,500,000 

and Research Authority . . . . . . . . . 44,000,000 

Establishing and Improving Recreational 
Facilities: 

Capital City Park . . . . . . . . . . . . . . . . . . . . . . . . 28,000,000 
Fish Creek Park (Department of 

Environment) . . . . . . . . . . . . . . . . . . . . . 13,000,000 
Fish Creek Park (Department of 

Recreation, Parks and Wildlife) . . . . . 4,000,000 

$182,500,000 

Amounts 
Expended 

$ 4,604,028 
12,931,215 
4,980,870 

1,824,251 
15,159 

13,795,020 
3,009,792 

8,809,293 
685,772 

1,263,115 

29,099,033 

25,104,494 

12,923,787 

3,750,769 

$122,796,598 

Lapsed 
Appropriation 

$ 5,395,972 
17,068,785 
2,519,130 

2,175,749 
5,984,841 

204,980 
6,490,208 

190,707 
314,228 

1,236,885 

14,900,967 

2,895,506 

76,213 

249,231 

$59,703,402 
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ALBERTA HERITAGE SAVINGS TRUST FUND 

NOTES TO THE FINANCIAL STATEMENTS 
March 31, 1978 

Note 1 Authority 

The Alberta Heritage Savings Trust Fund operates under the authority of The Alberta 
Heritage Savings Trust Fund Act, Chapter 2, Statutes of Alberta 1976. 

Note 2 Significant Accounting Policies 

These financial statements have been prepared in accordance with generally accepted 
accounting principles except that: 

(i) The item shown on the balance sheet as "Capital Projects Division investments" 
represents the aggregate amount expended under the authority of The Appropriation 
(Alberta Heritage Savings Trust Fund, Capital Projects Division) Act, 1976 from 
November 4, 1976 to March 31, 1978, and does not represent assets owned by the 
Alberta Heritage Savings Trust Fund. The "Capital Projects Division investments" are 
deemed to be assets of the Trust Fund with a value equal to the amounts expended, 
pursuant to Section 6(5)(a) ofThe Alberta Heritage Savings Trust Fund Act. 

(ii) The investment in the Alberta Energy Company Ltd. (included in the Alberta 
Investment Division), which represents 50% of the outstanding voting shares of the 
Company, has not been adjusted for the Fund's share of retained earnings. The 
Company reported retained earnings of $27,056,000 at December 31, 1977. 

Note 3 Marketable Securities 

Marketable Securities, at March 31, 1978, are summarized hereunder: 

Government of Canada bonds, 
direct and guaranteed ............. . 

Province of Alberta guaranteed 
securities: 

Alberta Government Telephones 
Commission: 

Notes ....................... . 
Debentures .................. . 

Alberta Municipal Financing 
Corporation debentures ...... . 

Other provinces, direct and 
guaranteed securities .............. . 

Corporate bonds ................... . 

Cost (including 
Par Value amortization) 

$ 51,360,000 

10,000,000 
674,840,000 

546,702,000 

65,477,000 
20,100,000 

$1,368,479,000 

$ 51,373,095 

10,000,000 
673,397,438 

545,800,763 

65,886,766 
19,954,604 

1,366,412,666 

Short term securities .............................. . 468,559,074 

Less: Provision to adjust marketable 
securities to aggregate market value 

1,834,971,740 

8,776,256 

Market 
Value 

$ 50,157,452 

10,208,900 
670,402,864 

541,102,799 

65,460,210 
20,304,185 

1,357,636,410 

468,559,074 

1,826,195,484 

$1,826,195,484 $1,826,195,484 



Note 4 Due to the General Revenue Fund of the Province of Alberta 

The amount due consists of $455,000 for reimbursement of administration expenses and 
$26,066,863 to adjust, pursuant to Section 5(6)(b) ofThe Alberta Heritage Sqvings Trust Fund 
Act, the non-renewable resource revenue transferred during the year to 30% of the 
non-renewable resource revenue received by the Province. 

Note 5 Transfers from General Revenue Fund 

Non-renewable Resource Revenue Transfers: 

Non-renewable resource revenue transfers comprise 30% of the non-renewable resource 
revenue received by the Province during the year ended March 31, 1978. 

Additional Transfer: 

A transfer of $9 million from the General Revenue Fund authorized under The Alberta 
Heritage Savings Trust Fund Special Appropriation Act, 1977-78, was made as compensation 
for loss of income arising from the non-renewable resource revenue for the months of 
April to October1977which could not be transferred until the Act was passed. 

Prior Period Adjustment: 

The non-renewable resource revenue transfer has been reduced by $132,554 due to 
revenue refunds made in April 1977which were applicable to the prior period. 

Note 6 Administration Expenses 

Costs directly attributable to the administration of the Fund have been charged thereto. 
Other costs and expenses in connection with the administration of the Fund, paid out of 
the General Revenue Fund, have been charged at an estimated amount of $455,000, 
pursuant to Section 10(2) of The Alberta Heritage Savings Trust Fund Act. 

Note 7 Commitments 

No provision has been made in the accounts for future costs of ongoing projects, 
commitments under construction or other contracts and agreements in force at March 31, 
1978, or future commitments made by the Province. 

Note 8 Comparative Figures 

The 1977 figures, except for non-renewable resource revenue transfers which are based on 
the non-renewable resource revenue received by the Province for the 1976/77 fiscal year, 
cover the period from May 19, 1976, the date on which The Alberta Heritage Savings Trust 
Fund Act was assented to, to March 31, 1977. 
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ALBERTA HERITAGE SAVINGS TRUST FUND 

CAPITAL PROJECTS DIVISION INVESTMENTS 
As at March 31, 1978 

Health Care Facilities and Applied Health Research: 
Southern Alberta Children's Hospital .......... . 
Alberta Health Sciences Centre ............... . 
Southern Alberta Cancer Centre .............. . 
Cancer and heart disease research: 

Cancer research .......................... . 
Heart disease research .................... . 

Irrigation Rehabilitation and Expansion: 
Irrigation rehabilitation and expansion ......... . 
Irrigation headworks improvement ............ . 

Renewable Resources Improvement: 
Alberta reforestation nursery ................. . 
Grazing reserves development ............... . 
Land reclamation ........................... . 

Development of Oil Sands Technology: 
The Alberta Oil Sands Technology 

and Research Authority ................ . 

Establishing and Improving Recreational 
Facilities: 

Capital City Park .......................... . 
Fish Creek Park (Department of 

Environment) ......................... . 
Fish Creek Park (Department of 

Recreation, Parks and Wildlife) .......... . 

CANADA INVESTMENT DIVISION INVESTMENTS 
As at March 31, 1978 

Province of Newfoundland debentures, at cost (a) .. 
Province of New Brunswick debenture, at cost (b) ... 

1978 

$ 4,604,028 
12,931,215 
4,980,870 

1,824,251 
15,159 

13,795,020 
3,009,792 

8,809,293 
685,772 

1,263,115 

29,099,033 

25,104,494 

12,923,787 

3,750,769 

$122,796,598 

1978 

$49,525,794 
46,768,916 

$96,294,710 

Schedule 1 

1977 

$ 1,960,468 
2,965,031 

893,625 

5,056,326 
17,405 

1,045,179 

129,812 

9,497,220 

10,365,269 

2,671,344 

1,359,330 

$35,961,009 

Schedule2 

1977 

$49,501,984 

$49,501,984 

(a) The Province of Newfoundland $50,000,000, 10% Sinking Fund Debentures due March 15, 1998 
are redeemable in whole but not in part on March 15, 1996 or any time thereafter prior to 
maturity. These debentures are saleable only to an agent of the Crown in Right of Alberta, 
unless otherwise consented to by the Province of Newfoundland. The debentures were 
purchased for $49,500,000 and the discount of $500,000 is being amortized evenly over the 
period to maturity. 

(b) The Province of New Brunswick $47,000,000, 9½% Sinking Fund Debenture due December 15, 
1997 is redeemable in whole but not in part on or after December 15, 1995. This debenture is 
saleable at any time to an agent of the Crown in Right of Alberta, and is otherwise saleable, if not 
purchased within 60 days by the Province of New Brunswick, after the Province of Alberta has 
given written notice of intention to sell. The debenture was purchased for $46,765,000 and the 
discount of $235,000 is being amortized evenly over the period to maturity. 



ALBERTA HERITAGE SAVINGS TRUST FUND 

ALBERTA INVESTMENT DIVISION INVESTMENTS 
As at March 31, 1978 

Alberta Housing Corporation debentures, 
at cost (a): 

9.45% April 1, 2006 .................................... $ 
10.14% August 30, 2006 ................................ . 
9.9 % December1,2006 .............................. . 
9.1 % January 15, 2007 ................................ . 
9.35% August 15, 2007 ................................ . 
9.3 % November 1, 2007 .............................. . 
9.3 %December15,2007 ............................. . 
9.4 % February 1, 2008 ................................ . 

Alberta Home Mortgage Corporation 
debentures, at cost (b): 

9.57% April 1, 2006 ................................... . 
10.17% August 30, 2006 ................................ . 
9.9 % December 1, 2006 .............................. . 
9.1 % January 15, 2007 ................................ . 
9.35% July 15, 2007 ................................... . 
9.35% September 1, 2007 .............................. . 
9.4 % January 15, 2008 ................................ . 

Alberta Energy Company Ltd. shares, at cost (c) ............. . 

Equity in Syncrude Project, at cost (d) ...................... 

Gulf Canada Limited (e): 
81/a% convertible debenture, at cost $96,500,000 

Interest capitalized . . . . . . . . . . . . . . . . . . . . . . . . 4,104,950 

100,604,950 
Accrued interest to be capitalized . . . . . . . . . . . 6,242,199 

Canada-Cities Service Ltd. (e): 
83/a% convertible debenture, at cost ........ . 
Interest capitalized ....................... . 

Accrued interest to be capitalized .......... . 

87,073,000 
3,489,169 

90,562,169 
6,001,089 

1978 

111,290,692 
9,943,621 
9,940,855 

49,653,648 
15,000,000 
10,900,000 
30,000,000 
13,000,000 

249,728,816 

136,371,025 
29,831,874 
24,852,138 
49,653,648 
25,000,000 
50,000,000 
32,000,000 

347,708,685 

75,649,607 

179.,301,314 

106,847,149 

96,563,258 

$1,055,798,829 

$63,700,000 

63,700,000 
2,535,779 

57,127,000 

57,127,000 
2,325,946 

Schedule3 

1977 

$112,015,008 
10,000,000 
10,000,000 
23,000,000 

155,015,008 

137,237,645 
30,000,000 
25,000,000 
35,000,000 

227,237,645 

75,474,826 

120,214,956 

66,235,779 

59,452,946 

$703,631,160 
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ALBERTA HERITAGE SAVINGS TRUST FUND . 

Schedule 3 continued 

(a) Authorization has been given to purchase additional Alberta Housing Corporation 
debentures in an aggregate amount not to exceed $12 million. 

(b) Authorization has been given to purchase additional Alberta Home Mortgage Corporation 
debentures in an aggregate amount not to exceed $20 million. Interest rates on debentures 
issued after December 1, 1976 will be adjusted on the fifth anniversary and every five years 
thereafter, until maturity, in accordance with prevailing rates on the adjustment dates. 

(c) 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 time, or be committed to invest, in 
common shares shall not exceed $250 million as the purchase price thereof. 

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

(d) Authorization has been given to pay from the Fund the Province's 10% share ofthe 
construction and operating costs incurred under the Sync rude 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 monies required to meet the Province's 
obligations to advance funds under loan agreements with Gulf 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 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 interest is 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. 
Interest accruing after the most recent anniversary of the Time of Closing has been added 
to the Alberta Investment Division as, in the event of conversion to equity, earned interest 
to date of conversion becomes part of the cost of equity. 
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