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Public Accounts 
Tuesday, April 26, 1977 

MR. CHAIRMAN: We'l l get the meeting under way. The fi rst item for discussion at this morning's 
meeting is the report of the Provincial Auditor. I f  it 's the wish of the Committee we' l l  proceed with the 
report page t,y page. 

A MEMBER: Page by page. 
MR. CHAIRMAN: Page by page. The report of the Provincial Auditor for the year endi ng March 

31st ,  1 976, Page 1 -pass; Page 2-pass; Page 3-pass; Page 4. Mr.  Lyon. 
MR. LYON: Mr. Chairman, there's an item about two-thirds of the way down the page,  "Capital 

Advances to the Leaf Rapids Development Corporation were reduced by $1 1 .9 million and the 
amount transferred to Capital Division Investments at $6.8 m i l lion fixed interest debentures, $2.5 
mil l ion i ncome debentu res and $2.6 mi l l ion  preferred shares." My understanding and,  M r. Chairman , 
perhaps the Provincial Auditor can confirm it, my understanding is that that amount is transferred to 
the Public Debt on a non self-susta in ing basis. Is that true? 

MR. CHAIRMAN: M r. Ziprick. 
MR. ZIPRICK: No. There are debentures in there that the interest is paid for by, actual ly it w i l l  be 

received from the Leaf Rapids Local Government District in the townsite. So to the extent of the 
debentures, that's not a charge on the Consol idated Fund ,  the remainder is. 

MR. CHAIRMAN: M r. Cherniack. 
MR. CHERNIACK: I was just asking, the debentures are chargeable - the fixed i nterest 

debentures - therefore our  charge is on the corporation . . .  
MR. ZIPRICK: That's right. 
MR. CHERNIACK: . . .  and the balance is, even the preferred shares, are the general  debt.  
MR. ZIPRICK: Yes. The preferred shares are the general  debt.  The income debentures, if  there 

Nas going to be any income come in ,  it wil l come as income to the province but otherwise . . .  
MR. CHERNIACK: The general revenue. 
MR. ZIPRICK: Yes, the general revenue,  but otherwise the debt is being carried by the province. 
MR. CHAIRMAN: Mr. Lyon .  
MR. LYON: The amount transferred a s  debt, what would that amount be? 
MR. ZIPRICK: Wel l ,  the $6.8  mil lion fixed income debentures, that's being carried by outside of 

he Consolidated Fund .  So real ly the remainder is being  serviced from the Conso lidated Fund,  
�xcept if  there is going to be any return on the income debentures or any return on shares at any time. 

MR. CHAIRMAN: M r. Spivak. 
MR. SPIVAK: Wel l ,  n ot on this item but on the next one, "Capital Advances to the Manitoba 

=orestry Resou rces Ltd . were reduced by $1 .5 mil lion by a repayment to the Special Municipal Loan 
md General Emergency Fund from additional capital borrowing." I wonder if the Auditor is in a 
>osition and the Committee wil l  entertain a common front end with respect to that repayment as to 
vhether the Special Municipal Loan and General Emergency Fund was set up for capital advances to 
>e made to Manitoba Forestry Resou rces Ltd .  

MR. ZIPRICK: Wel l ,  we checked when the  advance was made and we're satisfied that it  was legal ly 
nade from the Fund .  So the description of the Fund is sufficiently broad that this kind of advance 
:ould be made. 

MR. SPIVAK: The description of the Special Municipal Loan and Genera l  Emergency Fund.  
MR. ZIPRICK: That's right. 
MR. SPIVAK: But if  I'm correct in  relation to sort of general comments with respect to this report 

nd probably something that we' l l  get into further, and I 'm not at this point i ntending to develop the 
1esis that I think has been devel oped by you ,  the question of appropriateness of a l location of 
10neys whether it be in the capital area or in  the general revenue and expenditure area under the 
:onsol idated Fund is an issue, and I wonder if the question of legality isn't the issue at this point 
�ther than the question of appropriateness with being able to simply dip into one Fund,  to be able to 
ay out moneys for deficits that have occu rred in other areas. I mea n ,  how do you justify the Special 
1u nicipal Loan and General Emergency Fund being used to support the Manitoba Forestry 
esources Ltd . ,  under what basis? Certainly that wasn't the reason for the Fund being set up in the 
rst place. 

MR. ZIPRICK: Wel l ,  the legislation is fairly broad and if  it can legal ly  be paid within the terms of 
1at legislation obviously that's why it was set up, or otherwise it should have been more restrictive. 

MR. SPIVAK: But the problem we face as legislators is that when we approved the acceptance of 
1e Fund which may g ive wide powers the aim and purpose is known, it's not to be a general Fund to 
e used by government for whatever purposes they th ink that they can bring forward at any time. And 
1e question at this point and the difficu lty that we have, if you're n ot going to suggest to us that this is 
1appropriate in terms of your function ,  how are we going to know - the legality of my questioning -
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there is a capacity for the government to borrow from the Special Mun icipal Loan Fund,  but certainly 
i nsofar as 1. know the Loan Fund was never set up for the purpose of loaning money to Man For or to 
any other Crown corporation . 

MR. ZIPRICK: Well, I 'd have to take a look at the Act again .  But it has fai rly broad cond itions and I 
take it that when the Legislature considered it, i n  its wisdom found it acceptable to be that broad. So 
there's no way that the Auditor could take issue with this kind of situation other than we get into the 
other area where the defin itions are fairly general and I can't dist ingu ish between one and the other. 
This Is a specific Fund that was set up. lt has legislative definition and any payments out of it with in  
that legislative definition is certa in ly  what I feel with i n  the intent of  the Act. 

MR. SPIVAK: Do you know what the money was paid to ManFo r for, or  is there only a question that 
you know that it was legal? 

MR. ZIPRICK: No, it was paid for various working capital advances, and it was paid on a short
term basis, then the money was returned to the Fund and advances were made from capital authority 
to cover it. So real ly  there was no change as far as ManFor was concerned, and only a: different 
authority was used. 

Now I 'm not sure whether the reason this Fund was used was because there was a lack of capital 
auth6fity at that t ime or not. That's something maybe Finance could elaborate on .  

MR. SPIVAK: Well, the th ing that strikes me is that the Special  M u n icipal Loan and General 
Emergency Fund was never set up to advance money to a Crown corporation even for a short period 
of time, notwithstanding the fact that there may be a legal authority to do it. lt would seem to me that 
this is j ust a violation of the purpose for which that Fund was set up, and if a lack of capacity on the 
part of the govern ment to raise money for - even in  a short term - for Manitoba Forestry Resources 
L im ited , there are other vehicles. 

And the problem I have at this poi nt and the problem we have with all the government 
adm i n istrat ion,  is that the legality of the issues are i n  question ,  but the propriety rea l ly  is an issue, and 
it's a question again as to whether the function of the Auditor is to bring to us - because he's the 
watchdog for the Legislature - these matters with the appropriate comments with respect to it; 
because we're not privy to the motivation or the reasons or the pu rposes for why th ings happen .  We 
on ly know the end resu lts when the specifics are brought to our attention, and th is is not meant as a 
criticism to the Auditor, it's a crit icism of really our  function.  Because I th ink  that we have a very 
legitimate argument to suggest that the government by d ipping i nto this Fund for even a short-term 
purpose is, in effect, violat ing the mean ing and the tenor and the i ntent of the Special Mun icipal Loan 
and General Emergency Fund when it was brought i nto the Legislature .  And it would seem to me that 
there has to be some comment by someone to indicate that d i rectly and the purposes and the aims. 
And there has to be some check and balance in government so that they know that the Auditor will 
come forward to Public Accou nts Com mittee and say that although there's a legal i ty here, in  the 
sense that this is someth ing that is with in  their capacity to do, th is is really in violation of what the 
express intent of the Legislature was. 

MR. ZIPRICK: Wel l ,  you know, I would agree with you to a point. I have made observations with 
regard to the other sections as between capital and the general use of funds but, in this case, a 
specific fund was set up. A certai n  amount of money was set aside by an act of the Legislature and if 
the payment falls with in  the scriptum of the Act then it's q u ite . . .  You could argue and say, "Wel l , I 
could start putt ing my own interpretations as to what it was intended to be used for. " But I th ink that 
this area doesn't give me nearly the problem that the other area does. And any t ime that th is specific 
leg islat ion is passed, I think that it is up to the leg islators to ensu re that the intent is fairly well spelled 
out and I guess that applies to other areas. But th is, if there is full disclosure so that it was not done 
under the table; if there is full d isclosu re of what was being done and what the fund was being used 
for and if  it's felt that the fund should not be used for that purpose, then there should be an 
amendment to the Act. 

MR. CHAIRMAN: M r. McG i l l , on the same poi nt? 
MR. McGILL: M r. Chairman, not on the same poi nt but on the same page.  
MR. CHAIRMAN: Did you want to reply to that part icu lar point, Mr. Chern iack? 
MR. CHERNIACK: M r. Chairman, I wanted to speak on it  but not to reply to it. I just wanted to poi n1 

out that the reason this matter has come up is the Auditor  thought it was advisable to make mention o1 
it  on Page 4, about two-th irds of the way down , so that obviously there is h is  ind ication that it is a 
sig nif icant adj ustment. That's what he calls it; these are not my words, they are his words. And they 
are supported by the fact that if we look at the Publ ic Accounts that we probably will never get to, bu1 
nevertheless on Page 227 of the Publ ic Accounts for the last year it  states there that it shows an 
advance by O.C.  of a m i l l ion dollars. There is a principal repayment also shown of $2.5 mil l ion.  By 
simple arithmet ic that confirms the statement made by the Auditor  on Page 4. Now, let's j ust for thE 
record recall that this fund used to be cal led the Reserve for War and Post-War Emergencies. lt wa� 
set up by, I bel ieve, Mr.  Garson, somewhere around 1 948, about th i rty years ago. And it wa� 
augmented , as I recal l  it, by this government a few years ago, and the name was changed and I th in� 
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the powers were changed only to the extent that mu nic ipal it ies were brought into the scope of those 
potential reci pients. But the fund was set up and has been used, I bel ieve throughout all its t ime, for 
the welfare and employment of the people of the provi nce,  which means that it is broad and general 
and enabl ing to the government to make use of it when the government in its wisdom saw fit so to do.  

And the only th ing that is i mportant at  this k ind of  a meeting is that it is properly recorded; that it is  
checked by the Aud itor; it is approved in  accordance with leg islation passed by the Leg islature; that i t  
is recorded so that it is not concealed and it is  brought to our intention so that it could have been 
raised this morn ing and indeed was. 

MR. McGILL: Mr. Chairma
.
n ,  I wanted to refer to an amount l isted u nder Advances and Other 

Receivables for St. Bon iface San itori um .  There is a total of $3.5 m i l l ion l isted here. I wonder if the 
Aud itor cou ld tell us what the terms are with respect to the repayment of that advance to St. Boniface. 

MR. ZIPRICK: I haven't got the particu lars here with me. I th ink we dealt with them last year. Oh,  
isn't that paid through the per diem? 

MR. MILLER: The debt is covered off by the per diem over the years. 
MR. ZIPRICK: The St. Am ant Ward gets a grant of per diem from the province and then repays it, 

but there is a contractual obl igation to repay and there is also a - not real ly a mortgage - but a 
protection to ensure that the property wou ld  not be disposed of. So there are condit ions but I haven't 
got the particulars with me. 

MR. MILLER: Mr. Chairman , also isn't it the case that by doing it this way we get federal cost
sharing in the bu i ld ing itself because it is part of the per diem which is shared by the Federal 
Government as part of the per diem cost. So that whatever the percentage is that the Federal 
Government is to pay, it goes towards the retirement of the debt. 

MR. McGILL: Mr. Chairman ' I th ink last year there was a d iscussion on this item and it  was 
ind icated that there would be regu lar repayment amounts. lt would appear to me that there has not 
been any reduction of the amount,  and whi le we d id d iscuss the terms of the agreement between the 
province and the San itorium ,  I thi n k  there was no actual presentat ion of those terms at the meet ing .  
1\s a matter of  fact, I bel ieve there was some i nd ication from one of  members of  the Committee that 
this cou ld  on ly be received by this Committee through an Order for Return .  

MR. ZIPRICK: I 'm  not su re . . .  we cou ld get the particulars. I haven't got the part iculars here but I 
thought we suppl ied the i nformation last year. But there would be no d iff icu lty i n  gett ing the 
information on this ,  i n  accordance with the terms of the contract. 

MR. McGILL: Mr. Chairman, I thi nk that would be helpfu l .  I bel i eve there was some ind icat ion 
>ome detai ls  might be suppl ied but so far as ; ·m aware I don't th ink we got to that point ,  subsequently, 
n the committee meeti ngs.  I understand from the comment from one of your staff that there have 
:>een repayments made on this account and that this $ . 1  m i l l ion Net Advances is a net figure for the 
rear. Is  that correct? 

MR. ZIPRICK: Yes, it cou ld  be. See, there was a net increase. There would be probably 
·epayments i n  accordance with the terms of the contract but there wou ld  be additional advances with 
� net effect of real ly  $ 1 00,000 increase in the advance. But we can get the particu lars of it. 

MR. CHAIRMAN: Thank you. Page 5-pass. Mr. Spivak. 
MR. SPIVAK: Mr. Chairman, going back to the bottom of Page 4 and Page 5 ,  the Aud itor states the 

)ri ncipal repayment and the i nterest charges for some of the advances are dependent on total or 
)art ial funding from feature appropriations of the Consol idated Fund. And the balance on March 
l1 st, 1 976, for the largest such advances were as fol lows, and then he l isted them. Th is ,  I bel ieve, is a 
1ew feature. This was not conta ined i n  the last report, i n  the sense that the ind ication of those specific 
arger advances which will now have to be paid out of the Consol idated Fund.  Am I correct on this? 

MR. ZIPRICK: Yes, either in total or in part; main ly in part. For example, the Man itoba Agricu ltural 
:;red it Corporation looks after a l l  of its pr incipal and most of its i nterest. About half of its interest is 
;ubsid ized from the Consol idated Fund.  The Man itoba Housing and Renewal Corporation - there is  
m annual  subsidy to assist in  the repayment of  its pri ncipal ,  i nterest and other operat ing losses.
Interject ion)- Yes. it's a shal ing proposit ion.  

MR. SPIVAK: There is approximately about $ 1 35 mi l l ion  here i n  the various amounts. Now, of this 
i 135 m i l l ion , you're not suggest ing that this has to paid out of the Consol idated Fu nd; you're saying 
>art of the i nterest and part of  the princ ipal payment of  this $ 1 35 m i l l ion,  more or less - or are you 
>aying the $ 1 35 mi l l ion has to be paid out? 

MR. ZIPRICK: No. I ' m  saying part of it, principal and i nterest. We put it in there to j ust ensure that it  
s appreciated that a certa in amount of this is being borne from the Consol idated Fund. So although 
t 's shown as a Receivable, some of it wi l l  be borne from the Consol idated Fund.  

MR. SPIVAK: But at  this point  would it not  be important for us to know, specifical ly ,  of  the 
tmounts that have been advanced right to date, how much wi l l  have to be borne in the future out of 
he Consol idated Fund ,  both for principal and interest? That is,  the aggregate sums of money that 
vi l l  have to be, in fact, paid out of the Consol idated Fund in the years to come. Now, you've got $ 1 35 
n i l l ion and you are not suggesting $ 1 35 m i l l ion has to be paid and these are on ly some examples, 
hey are not a l l  I gather from what you said .  
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MR. ZIPRICK: These are a l l  the ones that requ i re some form of subsidy. But to calcu late the 
subsidies . . .  for example the Man itoba Housi ng and Renewal Corporation, the interest and 
pr incipal payments are paid for by the Housing authorities and thei r operating costs. they've got 
revenue, so they arrive at a net loss. Now the net loss is what is subsid ized by the province and shared 
50-50 with Canada. So you can't . . .  each year it wil l  vary. All that is being pointed out is  that there is a 
subsidy element, i n  that they are not completely recoverable or completely self-susta in ing .  But to 
determi ne the amount, you can't do it because each year it varies. 

MR. SPIVAK: Wel l ,  l et's go to the Commun ities Economic Development Fund.  The $ 2. 2  m i l l ion 
there, is there any potential for recovery or is that going to be a complete subsidy? O r  is that going to 
be covered out of the Consol idated Fund? 

MR. ZIPRICK: There is potential for recovery, but just how much is not known.  
MR. SPIVAK: The d ifficu lty here is that - and I appreciate the information that is  being furnished 

- but in  the case of $ 1 35 m i l l ion interest on money, no matter how you amortize this with respect to 
the matter of payment and no matter what degree of cost sharing may occur  with the Federal 
Government in certain areas, from our point of view, this is interesting and it  rea l ly isn't i ns ign ificant, 
but there is  really noth ing we can do with it in  terms of knowi ng i n  futu re what real ly we are goi ng to 
be paying for. We should  have some i nd ication, I th ink ,  of the probabi l ities here with respect to these 
sums, as to whether they are goi ng to be recoverable one way or the other. 

As an example, the whole question of the Churchi l  Pre-Fab faci l ity which wou ld be i ncl uded i n  
that $35 . 1  m i l l ion , I would th ink,  of the Man itoba Housing a n d  Renewal Corporation , i n  the sense that 
money has in fact been advanced , which is to be paid back, I assume, either out of general revenues, 
out of the Consol idated Fund, and the Min ister suggested out of some su pport by the Federal 
Government - although I don't know whether that wou ld be forthcoming or not - and we shou ld at 
this point know, I wou ld th ink ,  in  some way what the l i kely loss wi l l  be, that is  the l i kely pick-up is 
going to have to be out of general revenues. Because the taxpayer is real ly  going to be picking that 
up. it's not as if i t  is goi ng to be self-sustai n i ng in any way or it is going to be paid for by others. lt is 
goi ng to be paid by the taxpayers out of general reven ues and out of taxation. 

MR. ZIPRICK: Well the on ly way there could be added information is to ind icate how much the 
annual subsidy for each one of those was. Now the subsidy may cover other items in  addition to the 
amount of receivables. But each year in the appropriations there is a provision to subsidize these 
organizations. The only th ing that cou ld be added here is to ind icate the amount of the subsidy that's 
being provided for each one of these organ izations in that year. 

MR. SPIVAK: Do you have those f igures for this year, the $ 1 35 m i l l ion , what the subsidy is? 
MR. ZIPRICK: The subsid ies, yes they are in  the appropriations and they are part of the Publ ic  

Accounts expenditures. But ,  you know, they cou ld  be isolated . For example, for the Man itoba 
Housi ng and Renewal Corporation , we deal more extensively on Page 9 and the subsidy is  indicatec 
there. In the middle of the page, su bsid ies by the Man itoba Housing and Renewal Corporatior 
chargeable to the province amounted to $5.6 m i l l ion for the year ended March 31 st ,  1 976; $3.6 m i l l ior 
for the previous year. So that's the amount of subsidy that was being provided in this year for thE 
Housing Corporation .  And there wi l l  be subsid ies contin ued each year associated with this program 
because it  is a bui lt- in subsidy requ i rement. 

MR. CHAIRMAN: M r. Chern iack. 
MR. CHERNIACK: Mr.  Chairman, I just thought I wou ld add to the information being given to Mr 

Spivak, to poi nt out that on Page 43 of our Est imates for 1 976-77, it ind icates on the left hand side tha' 
for the year ending March 31 st, for the Man itoba Development Corporation there is an item o 
$ 287,500.00. And for the year ending March 31 st, 1 977, there is an item of $537 ,500, that is out of thE 
cu rrent Est imates, and it reads: "Provides tor debt service charges payable to the Department o 
F inance re funds provided for purchase of shares of the Manitoba Development Corporation and fo1 
product support costs of Sau nders Aircraft Corporation L imited ." 

1 would poi nt out also, that i n  the book we're look ing at,  if you look at Page 1 5, under thE 
Department of Health and Social  Development - I'm sorry, under the Department of M i nes 
Resources and Envi ronmental Management, there is an item: "A Special Warrant to provide funds fo1 
a grant to rei mburse the Man itoba Development Corporation for interest expense relating to thE 
Corporation's equ ity i nvestments and for payment of the operat ing costs of the Comm u nitie! 
Economic Development Fund for the year ended March 31 st, 1 975 - $ 2,37 1 ,371.00. " 

1 rea l ly don't th ink that the Aud itor is doing anyth ing but giving al l  the i nformation.  lt is a l l  there ,  al  
you have to do is to read and f ind it .  I th ink that he ought not to be criticized on the basis that he is no 
giving enough information . I think it is al l  here. 

MR. SPIVAK: Mr. Chai rman, every year the Aud itor presents more information to us and to tha 
extent 1 think he has to be praised and I th ink the Committee should ind icate its general acceptancE 
of this.  This is  actual ly  more information than the previous year. But you see, the problem is thE 
consol idation of all the information that's contained here. l t  is interest ing what M r. Cherniacl 
mentioned . He mentioned $ 2,37 1 ,371 for the Department of Mi nes and Envi ronmental Management 
deal ing with the Man itoba Development Corporation, the Commun ities Economic Developmen 

4 



Public Accounts 
Tuesday, April 26, 1977 

Fund,  yet we st i l l  have 2.2, at the t ime that this has a l ready been paid,  st i l l  owing as an advance to the 
Commun ities Economic Development Fund .  And the question of the deg ree of subsid ization there is  
also important 

What I am sayi ng is that real ly to present a very clear p icture - and this is what I wou ld  
recommend and hope would be considered i n  the future - would be to ind icate on the advances the 
probable subsidies that wi l l  have to be paid at least in the year to come. The f igures that Mr.  
Chern iack mentions are not the fig ures relat ing to the advances that stand on the books. Those are 
for already what has happened and they i n  turn pay part of the pri ncipal that has a l ready been owing 
and the i nterest charges from before. 

The $230,000 that is shown for the Man itoba Development Corporation is only the interest on the 
$5 m i l l ion advances - the bu lk  of which is that. 

A l i i am ind icating at this point is ,  I th ink ,  the requirement at least to know the degree of subsidy so 
that at least we are in a position to understand the probable charges that wi l l  occur in  future, 
recog niz ing that he is not a mind reader and he can't basical ly predict the future and know for sure 
what the economy wi l l  be l i ke or what wi l l  take place with respect to some of these ventures. But at 
least some ind ication in  a more specific way. This is not meant as a crit icism, it's meant in the hope 
that this w i l l  be a matter that wi l l  be considered in the futu re. 

MR. ZIPRICK: This wou ld present no d ifficu lty,  to set the subsidies along side of it. We' l l  note that 
point down and we wi l l  take it i nto consideration for next year. 

MR. CHAIRMAN: Mr. Chern iack. 
MR. CHERNIACK: Mr. Chai rman , we're dea l ing with the report of the Aud itor for the year ended 

March 31 st, 1 976. The poi nts mentioned by Mr. Spivak, I th ink, are p roper for the Estimates review, 
when the items such as I have read come up u nder Est imates review with the M in ister and usual ly 
support staff avai lable to answer those questions. 

Now I don't know whether it is the job-and I real ly  question that Mr. Z ipr ick said we wi l l  consider 
it  for next year. Is  the suggestion that the Auditor's report for a c losed year wil l  include 
prognostications, forecasts, guesses to what the future wil l  be? 

MR. ZIPRICK: No, no, it is j ust equ ivalent subsidy for 1 976. That is  the best we could put it down . I n  
other words, a longside here we would j ust match up the subsidy for the same year, not future years. 

MR. CHERNIACK: What Mr. Z iprick says is that he wi l l  show a column that in a certai n  year there 
was a certain subsidy avai lable.  Now if he is going to start giv ing that k ind of dup l icat ing information 
- because it  is i n  the Publ ic Accounts, I assume it is in  the Publ ic Accounts -then what information 
is there that is usefu l if all we know, a fact which is avai lable in  the Publ ic  Accou nts and which is real ly 
not related to the amount owing nor to the future? Now it is a l l  very wel l  to put it in  if  he wants to, it is  
h is  report, but  wi l l  he not be confusing the issue rather than giving a straightforward Auditor's report? 

I don't know, it seems to me, Mr. Chairman,  that members of the Leg is lature who need i nformation 
know how to get it and they know that Mr. Z iprick's door is  open to them to g ive them i nformation.  We 
also know and al l  members of the Legislature know that there are prospectuses that are fi led at 
d ifferent occasions where information is g iven to potential creditors of the government, which are 
very carefu l ly reviewed and requi red by various authorities such as SEC i n  the Un ited States. Now, 
what more is needed to help Mr. Spivak's problem of trying to u nderstand these accounts? Wi l l  h is 
problem be eased by putt ing in  the information of what happened in  that year, which information,  I 
assume, is read i ly  avai lable in the Publ ic Accounts? 

MR. CHAIRMAN: Page 5-pass; Page 6-pass; Page 7 ,  Mr. Lyon.  
MR. LYON: M r. Chairman, Provision for  Premiums on U.S. Funds. I wonder if  Mr.  Z ipr ick is  i n  a 

posit ion to - and I am sure he wouldn't be, at the moment, without looking through a l l  of the 
borrowings of the province- but to ind icate to us what the devaluation of the Canadian dol lar and 
the f luctuations in foreign dol lars, foreign currencies in which the government has borrowed or in  
wh ich  the government has  guaranteed debts of  Crown corporations, what these various f luctuations, 
jown of the Canad ian dol lar and i n  other cases u pward of other cu rrencies, what the net result  wi l l  be 
, n terms of the total indebtedness of the various borrowings and the interest charges vis-a-vis the 
Jresent situat ion.  I realize that is a d ifficult question to answer off the top of h is head . I f  he can g ive us 
my general en l ightment, however, it wi l l  be helpfu l .  

MR. CHAIRMAN: Mr. Ziprick. 
MR. ZIPRICK: l t  hasn't been a practice to determine as at the fiscal year what the amount would be 

Jased on the currency evaluation as at that particu lar year. lt would be a fairly lengthy exercise and 
Jne that wou ldn't be too mean ingfu l  in that it i mmediately changes, the situation changes. The 
Jracti ce has always been that any borrowing is set u p  at the date of conversion and this $ 1 0  m i l l ion is  
he d i fference between the money that was received from the U.S.  i n  excess of  the par va lue i n  U.S.  
jol lars. 

Now i f  it i s  the other way around,  it i s  set u p  as a d iscou nt item and is amortized overt  he l i fe of the 
Jond. So that if  there is a d iscount it is set u p  and charged each year and amortized over the l i fe of the 
Jond. If  there is a premium it is put into th is reserve account. 
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Each fiscal year, to val ue and determine the posit ion - it is being done in industry on financial  
statements, but I don't know j ust how usefu l  it  wou ld  be over here to determine the value of the 
Canad i an dol lar vis-a-vis the fore ign currency and see what the liabi lity actual ly was. 

MR. LYON: M r. Chairman, this annual concordance is done only with respect to funds borrowed 
in Un ited States do l lars, it is not done with respect to other foreign currency. 

MR. CHAIRMAN: M r. Cherniack. 
MR. CHERNIACK: I understand ,  Mr. Chairman, if I may, when the borrowing is done then the 

conversion is m ade into Canadian and that's the time when it is reflected, as at the t ime of the transfer 
of cash . And then it  stays u ntil it is repaid .  

MR. LYON: Unti l i t  is  repaid .  
MR. CHERNIACK: Yes. 
MR. LYON: But the f luctuations during the term . 
MR. CHERNIACK: Cannot be reflected. May I j ust elaborate, Mr. Chairman.  lt cannot be reflected 

because it is a variable. Real ly every day it  changes. For example, and I do recal l this and the reason I 
don't think it is a useful exercise is that shortly after we came i nto government, a borrowing from 
Germany, a deutsche-mark borrowi ng of three year d u ration which had been arranged by the 
previous Minister of F inance, came due and at that time the deutsche-mark had hardened to the 
extent where there was q u ite a loss that wou ld  have taken p lace had we had to pay it off in Canad ian 
or U.S.  dol lars. We were able to negotiate a new loan for, I believe, seven years i n  Germany, which 
meant that we would repay the three year borrowing i n  deutsche-mark and were therefore able to 
spread the loss over ten years rather than three. lt was a good transaction in that the interest rate over 
the ten year period did take into account,  for our  purposes, the loss in the value of the deutsche-mark 
havi ng gone up and therefore it would have been real ly,  I think, a distortion to pred ict year by year 
what would have happened if  we had had to pay it off immediately because we d idn 't have to. And 
since we d idn 't have to, it  wou ld  have . . .  there would have been troughs and peaks that were not 
realistic because the money wasn't used. So what is the point of guessi ng what it wou ld  be worth in 
case it was due because p rovinces don't go bankrupt and don't have to . . .  

MR. LYON: Not as yet anyway. 
MR. CHERNIACK: Wel l  not as long as we are in government, you know that. There real ly  is no 

purpose in that k ind of an exercise because the future wi l l  certa in ly  determine in a rad ical way what 
wi l l  actual ly happen to the funds. 

MR. LYON: As Mr. Ziprick i ndicated, the practice is not u ncommon in the private sector in 
corporate borrowings and so on, to show the actual indebtedness as at the year end with respect to 
longer term borrowings so that the shareholders and the publ ic  may be aware. 

MR. CHAIRMAN: Mr. Ziprick. 
MR. ZIPRICK: Yes That is pretty standard and we do that for instance for the Manitoba Hydro. 

Now borrowing in the U.S. market, the Securities Exchange Commission insists that there has got to 
be a valuation as at a cut-off point of the borrowings for various - l i ke Hydro or these other 
corporations - but they have never found it usefu l  to be done for the government. So as yet there 
hasn't been that requirement. Now, if the requirement for prospectuses becomes that an eva luation 
wi l l  be necessary, something may be considered . 

MR. CHAIRMAN: Mr. Lyon. 
MR. LYON: Mr. Chairman, wou ld  Mr. Ziprick have any opin ion on the advisabil ity of that kind of 

disclosure in order to give real ly a more accurate picture of what the obl igation of the provi nce or of 
its creatures wou ld be at each year end? Would there be any objection to that k ind of presentation 
being made in books of accou nts of the province? 

MR. CHAIRMAN: Mr. Ziprick. 
MR. ZIPRICK: No, there wou ld  be no objection .  There is a fair amou nt of work involved . None of 

the other provinces do it. The Federal Government doesn 't do it. l t  is something that may be started in 
the future. lt  is something that probably could be considered, but there is a fair amount of work 
involved in determin ing the position and it would be sort of a trade-off, the work agai nst the benefit, in 
that it may change so q uickly after the year end. And if we had the posit ion year at this point, it may be 
completely the reverse when we are discussing it. 

MR. LYON: But for the pu rposes, Mr. Z iprick,  of the prospectuses for Crown corporations, it is 
done in that fashion you say, by req uirement of the Securities and Exchange Com mission? 

MR. ZIPRICK: l t  is,  yes. 
MR. LYON: Yes. So that the half of the work real ly is already done, more than half of the work. lt is 

a l ready being done. 
MR. ZIPRICK: Yes. As far as Hydro is concerned, it is being done, yes. 
MR. CHAIRMAN: Page 7. Mr. Spivak. 
MR. SPiVAK: I think it is rather appropriate here that we have Mr. Ziprick comment on the . 

q uestion of public debt. There has been a fair amount of contusion generated i n  the last little while. 
There is a reference here in his report as to the nature of the pu blic debt. He shows $558.9 self· 
sustain ing and $574.1  as genera l .  Does he consider that this represents the public debt of thE 
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MR. ZIPRICK: Yes, that is the di rect publ ic  debt of the provi nce, and it is a l located between self
susta in ing  and general on the basis of The Financial  Admin istrat ion Act. 

MR. SPIVAK: Wh ich means of the following $558 .9 self-sustain ing ,  it  means that it should be self
l iquidat ing in the normal cou rse of events, and the general $574 . 1  has to be paid out by the provi nce 
out of General Revenues over a period of t ime, both interest and principal payment or carried. 

MR. ZIPRICK: That's r ight. That's right. 
MR. SPIVAK: Under The Financial Admi n istrat ion Act, u nder Section 76( 1 ) ,  "The Lieutenant

Governor-in-Counci l  may declare any provincial  secu rities in respect of which the pr incipal sum or 
the provision for the s ink ing fund or the i nterest exchange constitute a charge of a revenue vision to 
be self-susta in ing debt for the pu rposes of this Act." 

I n  other words the Cabinet real ly have the authority to a l locate under this section what matters 
they would consider to be self-sustain ing· .  And I ask h im whether that authority has been exercised i n  
the past year, al locati ng part o f  t h e  debt a n d  placing i t  as self-sustai n ing .  

MR. ZIPRICK: No, wel l, a l l  debt that is not  serviced by outside of the Consol idated Fund must be 
self-sustain ing or we wou ld  certainly take an objection to the situation if there were any debts shown 
as self-sustai n ing that had no self-susta in ing  featu res. In other words, it must be self-sustain ing .  

MR. SPIVAK: But u nder 76(1 ) of  The Financial  Adm i n istration Act, the  Cabinet have the  authority 
to declare any provi ncial  secu rities as being part of the self-sustain i ng debt. I am real ly ask ing h im 
whether th is  has happened and whether he has  ever had to  quest ion that a l locat ion by Cabinet. 

MR. ZIPRICK: I th ink if you wi l l  read The Financial  Ad min istration Act further down , there are 
condit ions attached, that they j ust can't declare it self-sustain ing  just because they j ust feel l i ke it . it 
has got to meet a condition whereby that the i nterest is paid outside of the Consolidated Fund and 
there is provision for debt repayment outside of the Consol idated Fund. So there are conditions 
attached and they j ust can't say, "Wel l ,  we' l l  j ust move up certain debt and cal l  it general debt or  self
susta in ing  debt, but cont inue to fund it from the Consolidated Fund."  

MR. SPIVAK: I appreciate that. What I am real ly  ask ing ,  then is ,  you had no reason to comment to 
the Cabinet on any provision that they have made for any debt that they have classified as self
susta in ing in this past year? 

MR. ZIPRICK: No, there are two items that there was some concern about the technical ity that are 
in  general debt that rea l ly  meet all the requirements of self-sustai n i ng debt and they are in this total as 
self-susta in ing ,  and that is $45 m i l l ion to Man For on which tney are requi red to pay the i nterest and 
also take care of the pr incipal .  And then the one we j ust tal ked about, $6.8 m i l l ion of the Leaf Rapids 
Corporation debt. 

Now the practice has been that u nt i l  the debt is funded, in  other words through debentures, it has 
generally been left i n  the general debt. Now this $45 m i l l ion and $6.8 m i l l ion have not as yet been 
funded by debentures, but are j ust funded by treasury b i l ls, and as a result  it has not been declared 
self-susta in ing. I am told that when the $45 mi l l ion and the $6.8 m i l l ion wi l l  be funded by debentu res, 
at that point the orders wi l l  specify that these are self-susta in ing .  So we made the adjustment in here 
and the way it is ,  we moved that i nto self-susta in ing ,  that $45 mi l l ion  und $6.8 m i l l ion ,  so that to that 
extent what we have in here does not agree with the Publ ic Accounts. The Publ ic  Accounts' general 
debt is h igher by $51 . 8  m i l l ion .  

MR. SPIVAK: Then so far  as you are concerned, i n  terms of  your position based on the Aud itor's 
report which is of last year, the debt of the province, the publ ic  debt, that which is not self-susta in ing ,  
that which is not  self-l iquidat ing ,  if $574 m i l l ion? 

MR. ZIPRICK: That's r ight .  That's r ight ,  $574. 1 m i l l ion .  That's r ight. 
MR. CHAIRMAN: M r. Chern iack. 
MR. CHERNIACK: Wel l ,  there are several points that came up,  Mr.  Chairman, that I f ind Fi rstly, 

interesting .  apparently from what Mr. Zi prick says, that contrary to the opin ion of the - shal l  I say the 
government? - this $51 .8 m i l l ion was put into self-susta in ing rather than general because Mr.  
Ziprick thought it belonged in  self-susta in ing ,  but that the government records show it to be a 
general debt, this $51 .8  m i l l ion .  

MR. ZIPRICK: That's right. 
MR. CHERNIACK: So I f ind that interest ing because of the fact that . . .  wel l, I don't want to 

quarrel as to between the two , but as a result  of the difference of opin ion,  Mr. Ziprick shows a h igher 
self-sustain ing  and therefore a lower general debt than the books of the province show. 

MR. ZIPRICK: That's right. 
MR. CHERNIACK: Yes. Wel l ,  that's i nterest ing.  
The other point, Mr .  Chai rman, is that . . . .  I want to c lear this with Mr. Ziprick. I read this 

statement of publ ic  debt,  this general $574.1  m i l l ion ,  as being g ross genera l .  
MR. ZIPRICK: That's the  g ross funded debt. Now, to real ly get at  the  net  funded debt ,  you should 

take the S in king Fund off . . .  
MR. CHERNIACK: Yes. 
MR. ZIPRICK: . . .  because a goodly portion of the S inking Fund is  the same paper. In other 

words I wouldn't consider it  an asset real ly because you have got you r  own debenture sitti ng in the 



Public Accounts 
Tuesday, April 26, 1977 

Sink ing Fund so you have got it shown as debt on the one side and as an asset on the other side. And 
to the outside world they are real ly not outstanding debentures. 

MR. CHERNIACK: All right but I am real ly  talk ing about the inside world that should know better. 
And I want to recap what I bel ieve is the situation,JbJLC_orrect situat ion ,  and that is that the 
government,  let us say, borrows $ 1 00 m i l l ion on a certai n  issue and undertakes i n  that issue to buy 
back or to set u p  a reserve of, let us say, two percent per year, i t  can then , and it is sometimes 
required , I bel ieve, to purchase, to put up the reserve i n  that part icular issue itself. 

MR. ZIPRICK: No, there is no specific . . . .  
MR. CHERNIACK: l t  is not required to, but it  may. 
MR. ZIPRICK: lt may. That's r ight. And general ly does. 
MR. CHERNIACK: And therefore the reserve that would be set up  under the Current Account,  

moneys become avai lable with which to set aside for repayments of that debt which has a future due 
date, that may be purchased i n  the same bonds or other bonds and wou ld then be used to reduce the 
l iabi l ity. Correct? 

MR. ZIPRICK: That's r ight. 
MR. CHERNIACK: That then means that the $57 4. 1 m i 1 1  ion of general debt shown on Page 7 as of 

March 31 , 1 976, would properly - and I use the word "properly" advised ly - be reduced by the 
amount of reserve that h as been set aside and that is sitti ng in  the treasury for the reduction of that 
debt as Sink ing Fund,  and in order to get a correct and true picture of the provi nce's general debt as 
of that ti me, it wou ld  be u n real to quote this $574. 1 m i l l ion as being net debts, and therefore u n real to 
c la im that that is  the moneys owi ng ,  without tak ing i nto account and always complement ing that 
statement with the fact that there is a Reserve Fund. Is  that a correct statement? 

MR. ZIPRICK: Yes, the general practice is that S inking Funds are usual ly taken off the debt and 
n ot shown as an asset. And we have talked about it  i n  the province of doing the same thing. For 
instance Manitoba Hyd ro, they have a S ink ing Fund p rovision. There we have the funded debt less 
the Sink ing Fund gives you the net funded debt and that is real ly the bottom l ine net funded debt. 
Now you can take off various other assets that you have, but then you are n ot deal ing with funded 
debt. But when you are deal i ng with funded debt, the general practice is you have got your g ross 
funded debt,  you take off the S ink ing Fund and in many i nstances it is the same debentures that are 
on the other side, but you take off the Sink ing Fund and you arrive at the net funded debt. And so that 
is the common p ractice, I would say. To show it as an asset is an exception .  

MR. CHERNIACK: Mr.  Chairman, then to  carry this a l itt le  forward, I have here the  prospectus 
issued for the Man itoba Hydro-Electric Board borrowing in the Un ited States as of December 1 ,  1 976. 
On Page 37 is a statement showing net d i rect publ ic debt of the provi nce and it  shows a total d i rect 
publ ic  debt of, I guess it is ,  1 b i l l ion 291 m i l l ion ,  and some odd thousand and then there are 
substantial reductions tota l ing close to $838 m i l l ion in deductions, showing S ink ing Funds , reserves 
for debt, cash held for debt reti rement and other items of that k ind.  Are you fami l iar with this ,  Mr. 
Ziprick? 

MR. ZIPRICK: Yes, yes, I am.  
MR. CHERNIACK: And it  shows a net d i rect publ ic debt for  $453,554,000 as of  March 31 , 1 976. 

That is  prel iminary unaud ited as of March 3 1 ,  1 976. Is that the way it  ought to be shown to get a 
real ist ic view of the i ndebtedness of the province's payable over future years? 

MR. ZIPRICK: Wel l ,  that arrives at taking a l l  the work ing capital moneys and also add ing yoUJ 
current l iab i l it ies and that arrives at the net positio n ,  taking all the factors into account.  Now, wher 
we are deal i ng with funded debt, you have got your total fu nded debt less Sin king Funds g ives yoL 
your net funded debt.  Then you have got various other cash.  You have got various l iabi l it ies. YoL 
have got net position i ncrease or decrease in your working capital . You add the two together and yoL 
wi l l  arrive at your . . .  i f  you stopped business and paid off everyth ing at that point, th is is what yoL 
would be short .  But it is not a n ormal presentation in fi nancial statements to work to that k ind of E 
posit ion . lt is being done for prospectuses but it is common practice i n  f inancial statements to arrive 
at the net funded debt. We have discussed it  and I would prefer, as a matter of fact, next year if  we 
don't move in that d i rect ion,  we wi l l  be maki ng some qualif icati ons  because I j ust cannot accept thi� 
hundred-and-some m i l l ion dol lars of assets shown i n  the s ink ing fund as being val id assets when it i� 
pretty wel l  a l l  provincial paper. l t  is just i nf lat ing the assets and l iabi l it ies and I wou ld prefer to see 
tt<�m shown as a red uction of those l iab i l ities. 

MR. CHERNIACK: So that that then would make it more clear to an on looker what the net d i rec 
publ ic debt is. 

Wel l ,  then , one other question .  Is  there any change in presentation of, such as I was referring to ir 
th is prospectus, over the last 20 years by the provi nce? 

MR. ZIPRICK: I have only been associated in this area in  the last six or  seven years so I cou ldn '  
vouch that this same kind of procedure is being fol lowed. 

As a matter of fact, deal ing with prospectuses, I might just add that it  is only i n  the last number o 
years that they are gett ing much more concerned and much more demanding i n  the kind o 
i nformation that is bei ng shown . A number of years back I don't even know if prospectus wen 
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requ i red from the provi nce, but I know in the last six or seven years, and part icu larly since the 
d ifficu lty in New York, they have been demand ing more and more information of various kinds in  the 
prospectuses. -( I nterjection)- That's the Securities Exchange Com mission ,  that's right. So that 
information and requ i rements vary from time to t ime. 

MR. CHERNIACK: Wel l ,  Mr .  Chai rman , for the record then , let me ind icate that I have looked back 
at prior statements by Mr. Robl i n  when he was the Provincial  Treasu rer, and I would state that the 
manner in  which he p resented net d i rect publ ic  debt statements is no d ifferent from the manner i n  
which i t  i s  being presented b y  u s  at this ti me. 

I j ust want again to mention someth ing else for the record . I 'm informed by the Deputy M inister 
that there is a difference of opinion between h im and the Auditor as to how this should be presented 
and there wi l l  be a continu ing d isagreement un less the legislation is changed. Because the 
legislation apparently ind icates to the department in  any event that si nking funds which are invested 
in debentures of any k ind shall be shown as an asset. The reasoning ,  which I've just been g iven ,  is that 
they are assets which bear interest which come into consol id ated revenue and that they are saleable 
and may and sometimes are sold. So that they would continue to be assets on the f inancial statement 
of the province, but for purposes of understanding what is the net debt, there would be the separate 
statements shown as was shown in the prospectus. I don't know that as a pol it ician, I am very much 
concerned who is r ight between the two as long as the facts are avai lable and not m isinterpreted , and 
I guess that's the important th ing that the Auditor is concerned with, is the truth being open ly 
avai lable.  Therefore, I assu me that in the Auditor's Report he can shown it his way as he has chosen 
to do on Page 7, which may be d ifferent from that of the prospectus or of the f inancial statement of the 
province. I guess it is important that when we deal with them we should recognize the d ifferences and 
never fudge them. 

MR. CHAIRMAN: Mr.  McG i l l .  
MR. McGILL: M r. Chairman, the report o n  Page 7 ind icates that publ ic debt increased b y  $287.7 

m i l l ion during the year ended March 31 , 1 976. That's roughly a th i rd increase in  the publ ic debt of the 
province in  one year. 

I wonder, Mr. Chairman, if  the Auditor cou ld g ive us some . approxi mation at this stage of what the 
increase was for the year ended March 3 1 st, 1 977. I appreciate that al l of the accounting is not 
com plete, but I wonder if he cou ld g ive us some ind ication of the increase in  terms of m i l l ions in  the 
pub l ic  debt in the year just completed. 

MR. ZIPRICK: No, I haven't got the f igures with me. Maybe the Department of Fi nance. 
MR. McGILL: Mr. Chai rman , then I wonder if I could ask the Min ister of Finance, Mr. M i l ler ,  if he 

could g ive the Committee some approxi mation of the increase - a fig u re that would be comparable 
to this $287 for the previous year. 

MR. MILLER: The staff is tryi ng to get it r ight now. I can't g ive an approximation.  You're talk ing 
about the $287 and how it relates to what it m ight be at  the end of 1 977. 

MR. ZIPRICK: Wel l ,  the g ross comparison between 1 976 and 1 977. 
MR. MILLER: Yes, but we haven't got that. 
MR. McGILL: Wel l ,  Mr .  Chairman, I thought there might be an opportun ity here to get some 

f igureS that wou ld be a rough approxi mation of the increase. I note that in  the previous year ending 
March 31 , 1 975 the increase was $1 54.7 m i l l ion ,  1 976, $287.7 m i l l ion and in  1 977 if  the M i nister can 
g ive us some general . . .  

MR. MILLER: During my Est imates I ' l l  try to have that figu re. The books were j ust closed last 
Wednesday. I ' l l  try at that t ime when my Est imates come up ,  perhaps I ' l l  have more specif ic f igures 
than we can get now. 

MR. CHAIRMAN: M r. Spivak. 
MR. SPIVAK: Wel l ,  I j ust wanted to comment, I th ink the Min ister's information wi l l  be very 

im portant and I th ink it wi l l  give us some basis on which to understand the debt and the breakdown of 
self-susta in ing in  general for this past year was about 50-50, and we don't have a breakdown of the 
previous year. The amount shown is only $1 54.7, it wasn't shown in  the same way as it is in  this 
statement. Again I th ink we go to the whole question that the Aud itor's statement this year, presents 
itself with more information or with maybe a breakdown of the same information in a d i fferent way 
because I don't want to start quarrel l ing  with Mr. Cherniack; but I th i n k  from our point of view it 
becomes important in understand ing it. So I th ink if the Min ister gets that for us it  would be fai rly 
im portant. 

MR. MILLER: Yes. 
MR. CHERNIACK: One of the reasons we deal with these accounts late is because the books 

aren't c losed or the statements prepared. I f  you look at Page 43 of Publ ic Accounts there is a very 
extensive breakdown of the increases in publ ic  debt. What's interesting to me is that the f igures are 
somewhat d ifferent where the Publ ic Account shows a total publ ic debt of $1 , 237 and some odd 
mi l l ion ;  the statement we're looking on Page 7 shows, $1 , 1 33 m i l l ion ,  which is about $1 00 m i l l ion less. 
-( I nterjection)- Pardon? Wel l ,  that may be your technique, it's not thei rs. There must be some 
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other explanation. 
MR. ZIFJRICK: i t's somebody else's, but ours is treasury bi l ls .  
1\/Ut GHERNIACi<: The d ifference is the treasury b i l ls ,  I 'm informed. Oh,  yes, $ 160 m i l l ion, wel l  

even that dbesn't q u ite balance. There is no doubt an explanation ,  b u t  i n  any event i t  is there, it  i s  
broken down,  t h e  i ncreases are shown even down t o  a $52,000 amount o f  i ncrease. ! suppose a l l  that 
could be done is at Est imates time to try and g ive what i nformation would be avai lable at that time and 
probably would not be aud ited or confirmed or necessari ly complete. 

MR. ZIPRICK: lt wou ldn 't be aud ited. 
Mt:t. CHERNIACK: l t  might not even be completed at that stage. 
MR. CHAIRMAN: Page 7-pass. Page 8. Mr. Lyon.  
MR. LYON: Mr. Chairman, Trust and Special  D ivision i ncludes $2 mi l l ion of deferred l iquor L.C.C.  

revenues, taken i nto the revenues of the province for the year end ing March 31 ,  1 977. Could ML 
Ziprick explain how that arises? 

MR. ZIPRICK: Yes. I th ink it was about three years ago there was $ 2  mi l l ion of Liquor Commission 
revenue was set aside in  trust and not taken i nto revenue for that year. l t  was left i n  the Trust section 
and wi l l  be transferred i nto reven ue i n  1 977. 

MR. LYON: Mr. Chairman,  what was the purpose of the . . .  
MR. ZIPRICK: Oh,  I couldn't comment on the purpose. 
MR. LYON: Just as a contingency fund for inventory purchases. 
MR. CHERNIACK: I th ink that was probably done with my - actual ly I th ink the M in ister of 

F inance has the authority to set aside a reserve of that k ind and I bel ieve that that was the i nd ication .  
There was a fl uctuation at  that t ime i n  value that made it uncertai n  what the forthcoming year wouid 
bring on the i nventory taki ng and therefore on advice as I recal l  I approved of that sett ing aside. 

MR. LYON: So it had to do with operations, not with any prospective capita l .  
MR. CHERNIACK: No, no,  n ot capital . Operations of the L iquor  Com m ission .  
11/Ut CHAIRMAN: Page 8-pass. Page 9-pass. Mr.  Lyon . 
MR. LYON: There's an explanation in the middle of the page, Mr. Chairman, about the M HRC 

i ndebtedness to the CMHC amounting at that t ime to $ 1 23.3 m i l l ion . Can Mr.  Zi prick explain how that 
i ndebtedness is shown with respect to the g ross publ ic  debt of the province? 

MR. ZIPRICK: lt doesn't come i nto the g ross publ ic debt of the p rovince. it's reflected on the 
Manitoba Housing and Renewal Corporation's statements as the amount owing to the CMHC. Then 
the payments are made from the various housing authorities that run these organ izations, both 
pr inciple and i nterest, and any deficit that arises is then p icked up 50 percent by the province and 50 
percent by Canada. 

So, in effect, it's not a guaranteed debt. CMHC provides it and now they register mortgages of 
course on the various housing u n its that have been constructed , so the province doesn't guarantee it  
and it 's not recorded as a debt of the province, and is recorded as a debt of CMHC, and as the 
repayments are being made, i nterest and principal ,  i t 's being reduced and the province's i nput is 
through the subsidy. 

MR. LYON: And the f igure, Mr. Chai rman , that's shown on the bottom of that paragraph,  subsid ies 
by the M H RC chargeable to the province amounted to $5.6 m i l l ion for the year ended March 31 , 1 976. 
That,  i n  effect, represents there the shortfall or or the spl it  I should say between CMHC and MHRC 
wh ich i n  turn represents the shortfa l l  between the receipts and the carryi ng charges on that debt. 

MR. ZIPRICK: That's right. Yes, and p lus any operat ing deficiency in addition to that. 
MR. LYON: But the debt remains. 
MR. ZIPRICK: What's that? 
MR. LYON: How much of the capital is being retired or is that . . .  
MR. ZIPRICK: Oh,  there's a ret i rement sched ule that's requ i red . There's an amortization schedule 

set up that so much debt is ret i red each year, of  payments of pri ncipal and interest, and that is part of 
the bui lt-in charge to th is housing authority in add ition to thei r various operat ing expenses, then you 
take off the revenue, that's the shortfa l l  and that then is picked up 50 percent by the provi nce and 50 
percent by the . . . 

MR. LYON: And the justif ication of not showing that as part of the debt of the province presumably 
is that there is a counter-balancing asset in  the housing un it .  But does that not apply in  other debts 
i ncu rred by the provi nce where there are counter-balancing assets? 

MR. ZIPRICK: Wel l ,  this is an arrangement that's with the Federal Government CMHC; and let's 
say that any one of these un its became obsolete and was not operative any more, there would st i l l  be 
a shortfa l l! guess in accordance with the terms of the ag reement. The repayment would continue on 
schedule u ntil it's repaid.  The principal and interest, but  there would be no immediate charge. So 
about half of  it - no I couldn't say that because I don't know to what extent the usage revenue takes 
care of the pri nc ipal i nterest - but to the extent that there's a shortfal l  in the revenue from use 
charges, then the remai nder has to be picked up by the province. 

MR. LYON: But it st i l l  represents an outstanding obl igation that has to be met by the taxpayers of 
Manitoba, at least part ia l ly .  

10 
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MR. ZIPRICK: Partial ly.  Half wi l l  be met by Canada' half is met by Man itoba, and then some of it is 
met by the users. So it's a complex situat ion.  Now the rent is set on the basis of i ncomes, so the rent is 
not establ ished on the basis of a budgeted expend itu re but on the basis of i ncomes. So you have your 
various expenditures that total u p  so much,  and then the rent which is establ ished on the basis of 
i ncome yields so much,  the d i fference is what has to be subsid ized . 

MR. LYON: Mr. Chai rman , the title to the housing un its stands in the name of M H RC . 
MR. ZIPRICK: I n  the reg u lar corporat ion.  
MR. LYON: . . .  as d ist inct from the Crown itself. 
MR. ZIPRICK: Wel l ,  it's MHRC in the right of the Province of Man itoba. 
MR. CHERNIACK: Wel l ,  that's the point, Mr. Chai rman . This is not a debt of the taxpayers. lt  is not 

a l i abi l ity of the province. The l iabi l i ties of the province are shown on Page 46 of Publ ic Accounts i n  
securities guaranteed b y  t h e  province. Mt-IRC i s  not on this l ist, therefore i t  wou ld  b e  wrong t o  show i t  
a s  a l iabi l ity o f  the taxpayers because i ndeed they are not legal ly l iable for payment. 

Now M H RC owes the money to - if you want to put it  that way - the Crown owes money to the 
Crown .  The MHRC as the Crown Agency owes money to the CMHC, a Crown Agency. I don't know 
whether it wou ld  be of value for the Federal Government to set u p  contingent l iabi l ities i n  the 
expectation of debts not bein g  paid .  The fact is that these are both C rown corporations operating for 
the benefit of the people who are being subsid ized in  thei r housing ,  but legal ly it's just not a debt 
which should be shown as a debt of the provi nce. 

MR. LYON: Mr. Chai rman , but there is an o utstand ing  ob l igation . . . 
MR. CHERNIACK: By MHRC. 
MR. LYON: . . .  i n  the shortfal l  i n  the mai ntenance of that obl igation of  50 percent roughly that is 

bei ng spl it  i n  turn by the Federal and the Provincial  Govern ments. In other words, i t 's on ly self
susta in ing in the true sense of that term by vi rtue of rental payments and so on .  So that the subsidy of 
the provi nce moves in, presumably the debt remains on the books of the Federal Government. 
Somewhere it  has to reside as a debt. 

MR. CHERNIACK: Oh, yes. 
MR. LYON: Yes, CMHC. 
MR. CHAIRMAN: Mr. Johannson . 
MR. JOHANNSON: A question to Mr. Ziprick. The CMHC holds mortages of course on the 

:ol latera l ,  which is the housing that has been bu i lt. Now much of that housing was bu i lt some years 
:�go and you made some reference to the possi b i l ity that this m ight become obsolete. In fact isn't it  
: rue that that housing is worth a great deal more now in terms of equ i ty than at the t ime that it was 
)U i lt. In other words that the amount of debt against it . . .  

MR. ZIPRICK: No, I don't th ink that they' l l  become obsolete. I was j ust using a hypothetical 
)Ossib i l ity if  i t  did become obsolete for some reason or other . . .  

MR. CHAIRMAN: Mr. Johannson , would you use the mike please, they're having d ifficu lty picking 
IOU Up.  

MR. JOHANNSON: Yes. A house for example that was bu i lt in  1 971  for  $ 1 5,000, in  the p rivate 
narket today sel ls for more than twice that. Now the same th ing would preva i l  with the housing 
oughly that was bu i lt by MH RC, would it not? 

MR. ZIPRICK: Oh, I wou ld ag ree that if  there is a valuat ion placed at this t imet hat the establ ished 
narket value at this point  would be higher than the l iabi l it ies. 

MR.- JOHANNSON: I would th ink that even double would be a conservative f igure for the housing 
hat was bui lt around 1 971 . 

MR. CHAIRMAN: Page 9-pass. Page 1 0. Mr.  McGi l l '  then M r. G raham. 
MR. McGILL: M r. Chairman, I wonder if  the Auditor would explain his qual ifyi ng statement under 

!evenue and Expenditure, "Except for the i nc lusion of $45 mi l l ion  deferred revenue and the transfer 
,f $4. 2 m i l l ion revenue surplus, revenue for the fiscal year ended March 31 , 1 976 is stated on a cash 
'asis, consistent with the practice of the preced ing year." I thi n k  this is rather an important 
ual if ication and I wonder if Mr .  Zi prick co uld expla in  the detai l of this amount of $45 m i l l ion .  

MR. ZIPRICK: Wel l ,  that gets into the whole area of  presenting revenue and expend iture. Now the 
inancial  Administrat ion Act makes a provision that the M in ister of Finance can declare revenue of 
ne year to be reven ue of another year and carried forward i nto the next year. Now, we point this o ut 
1at this year's revenue i nc ludes something that has been brought forward and hasn't been col lected 
ut, with in the present terms of the Fi nancial Admi n istration Act, that's q u ite permissi ble and i n  
ccordance with the Act. We don't ag ree with that a n d  w e  suggest that t h e  Financial  Adm i n istration 
.et be changed so that the revenue of the year are just shown and the total expend iture of the year 
nd you would have a posit ion of net shortfa l l .  But the way the F inancial Admin istration Act is set u p  
ow, there i s  this provision whereby the Min ister of Fi nance can al locate this year's revenue t o  the 
ext year and declare it next year's revenue, and vice versa. r ight. 

A MEMBER: A rol l-over. 
MR. McGILL: Mr. Chairman, then is this $45 mi l l ion  not the revenue that was brought forward i n  

�75 as previous year's income a n d  treated as revenue i n  1 975? Is that correct? 
1 1  
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MR. ZIPRICK: That's correct. lt was not treated as revenue previous year although it  was received 
i n  previous year. lt was taken out of previous year and declared that it was going to be next year's 
revenue, and it's showing up this year. 

MR. McGILL: That's r ight. So the same procedu re, then, was used in 1 976, after it was brought 
forth i n  1 975? 

MR. ZIPRICK: That's right. 
MR. McGILl: And the effect for 1 976 was ni l  i n  that it was used i n  both revenue and expenditure. 

But there is no amount transferred at the end of 1 976 to 1 977. Is that correct? 
MR. ZIPRICK: Wel l ,  that's right; that's right. 
MR. McGILL: That, then, would ind icate that standing on its own, the revenue deficit for 1 976 

would be the reported $1 1 m i l l ion p lus $45 m i l l ion which would make $56 mi l l ion as the revenue 
deficit .  Is that correct? 

MR. ZIPRICK: Yes, if  you were working on the actual revenue received in that year as against thE 
expenditures of that year, that's correct. 

MR. McGILL: So the point I want to make clear to the Committee is that we don't have a deficit  ol 
$ 1 1 m i l l ion but we do have, in fact, a real deficit of $56 m i l l ion .  And furthermore there is no cushion tc 
start 1 977. I n  other words, the cupboard is now bare and this manoeuver wi l l  not be able to be 
repeated. Is that correct, Mr .  Ziprick? 

MR. ZIPRICK: Wel l ,  I guess it could be repeated if you wanted to put a larger deficit there. The 
F inancial Admin istration Act doesn't say that you can't carry forward revenue if there is a deficit but 
you know, I wouldn't see the point of carrying forward if there was a deficit .  So, unt i l  there is surplw 
revenue, I would  say that it wouldn't be repeated. 

MR. CHAIRMAN: M r. G raham. 
MR. GRAHAM: My q uestion has been asked. 
MR. CHAIRMAN: All r ight. Mr. Chern iack. 
MR. CHERNIACK: Well! just want to point out, Mr.  Chairman, Mr.  McG i l l  woke up about two yean 

later than the information was avai lable to h im .  The estimates of revenue for the year ending Marc! 
31 , 1 976, do show a transfer for reven ue surplus of $45 m i l l ion , right in the statement. 

A MEMBER: In the Est imates Book. 
MR. CHERNIACK: I n  the Est imates Book. I don't know if it  was discussed two years ago, but i 

certa in ly was there two years ago and the expected deficit for that year was $1 3 m i l l ion and,  o 
course, inc luded the carry forward of $45 m i l l ion .  I would  be very surprised if there wasn't referenct 
made to it  two years ago .  So, to the extent that Mr. McG i l l  has remi nded us of h istory, I suppose it's o 
i nterest. 

MR. CHAIRMAN: Mr. Lyon .  
MR. LYON: At  the  top of  Page 1 0, Mr.  Chairman, Mr.  Ziprick has  a couple of  explanator 

paragraphs about u nexpended legislative authority. They're about Section 45 of the Financi�  
Admin istration Act not permitt ing contract ing i ndebtedness for any purposes and amounts ne 
authorized by the Leg islatu re, and there appear to be practices now developing i n  contravention c 
that section and I wonder if Mr.  Ziprick cou ld explain what they are. 

MR. ZIPR�CK: Yes, the Section 45 of the Financial  Admin istrat ion Act does not permit an 
M in ister to com mit the province except for funds voted by the Leg islature. 

Last year, an arrangement was made whereby comm itments were signed with contractors in th 
Department of Highways and there is a provision in the contract that this contract is only effective 
the funds are voted by the Leg islature. With that k ind of provision ,  we were told by Legal Counse 
that it does not contravene Section 45 of the Financial Admi nistrat ion Act. As a result, last year th 
total amount requi red for com mitments was not voted to the extent that this other procedu re wa 
used . lt was not voted in Capital Supply.  

MR. LYON: So, would it  be a fair analysis, Mr.  Zipr ick, to say, fi rst of a l l ,  that by fol lowing th '  
part icular procedure the government is actual ly expend ing moneys that the Leg islature has n<  
voted, Number One . . .  ? 

MR. ZIPRICK: Ifs not spend ing money; it's committ ing . . .  No, there's never any money actual 
paid out but it  has been voted by the Leg islature. 

MR. LYON: Number Two, in your own opin ion, Mr. Ziprick, i f  this is to become regu lar practic 
rather than the exception,  would you prefer to see an amendment to the F inancial  Admin istrat ion At 
to cover the practice rather than to be going around through the back door as we appear to be do i n  
now on the basis of a legal opi n ion? 

MR. ZIPRICK: I think it  would be desirable to have it amended . This placing of this condit ion i n  tt 
contract d id n't seem to excite any of the contractors and I can see why. When the service is provide, 
I th ink they're pretty su re that they' l l  get paid, so they are not part icu larly worried about that section 
think that if  this procedure was to fol low , it  would be best to amend the Financial Admin istration A 
rather than be amending contracts i n  th is way. 

MR. LYON: Wel l ,  Mr .  Ziprick, whi le it d idn 't excite the contractors, it certainly was man ifeste 
enough to cause you to make mention of it in the Report, for which you are certain ly to t 
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commended . I th i n k  it perhaps should excite the mem bers of the Leg is lature to k now that this new 
practice is being  fol lowed i nternal ly without necessari ly  their knowledge and/or thei r  agreement. 

MR. ZIPRICK: Wel l ,  you know, I don't know whether I can comment as to whether to thei r 
knowledge. I 'm not sure as to what various th ings were d iscussed i n  the, for i nstance, Capital Supply 
Review and the presentations.  But this is a practice that Hydro . . .  there's some of it was fol lowed in 
the preceding year, and some of it has been contin ued for large contracts and last year, for the fi rst 
t ime, it was introduced on Hig hways. I j ust pointed it out that that was the situation . Now, whether the 
members were i nformed or not, I couldn't comment on that. I real ly don't know. 

MR. CHAIRMAN: M r. Graham . 
MR. GRAHAM: Mr. Chairman, deal ing with the same subj ect , if this procedu re is fol lowed, would 

not the tendering process then in fact bring i n  h igher than normal tender prices because of that some 
degree of uncertainty? 

MR. ZIPRICK: I doubt it ; I doubt it. i doubt very m uch whether there would be any . . .  it's a 
com petitive bid system and I doubt whether they would concern themselves because of that c lause 
being in there as to the poss ib i l ity of payment. 

Now, with regard to this commitment contro l ,  when these changes were coming in and otherwise, 
I was concerned and so I took a look at what some of the other areas are doing with regard to 
com mitment control and I was q u ite su rprised to f ind ,  for i nstance, that Ontario has no commitment 
control at all through the legislative system;  neither does Canada. So, with the d i fferent kind of 
approaches , I did not take it  upon myself to be u ndu ly  crit ical of our system because of the d ifferent 
p ractices that seem to be fol lowed. 

MR. CHAIRMAN: M r. Lyon .  
MR. LYON: Mr .  Ziprick, you r  counterpart i n  Canada has said that the  spendi ng of  the  Federal 

Government is  vi rtual ly out of contro l .  You're certain ly  not recommending that we fal l i nto the 
situation where you wou ld  have to make that statement about any government in Man itoba. 

MR. ZIPRICK: No, I th ink that . . .  And I 've talked with the Auditor General of Canada and he 
prefers to have parl iamentary comm itment control and he doesn't - and I agree with h i m  there - the 
need for r ig idity in  this kind of control should n 't be that you have to get i nvolved in passing laws when 
your Est imates are out or  you r  programs accelerate. But I th i n k  there shou ld  be statements that 
d isclose the situation fai rly clearly as to what's going on. And,  by that means, there is i nformation as 
to what's going on;  what are antici pated commitments and the idea is it would be much better to work 
on the total programs that are antici pated - the total cost of those p rograms that are anticipated 
and then ind icate progressively to what extent the programs have been committed and to what extent 
they have been expended .  Through that k ind of means, you can provide all the necessary information 
and you don't get into the r ig id ity of legislated specif ic approval ,  because the kind of business that 
we're in  now and the vo lu mes that we're doing,  and the estimati ng,  and that, I th ink that it  makes it  
d ifficult to operate with in that k ind of a r igid system. 

MR. LYON: Mr.  Ziprick, we dealt for a moment or  asked your opin ion on the advisabi l ity of 
amending  the Financial  Admin istration Act to reflect the practice. Of course, there is the other 
alternative which I j udge was the practice fol lowed heretofore by this government,  and the previous 
governments,  which was real ly not to understate the requ i rements but to state the req u i rements in 
l ight of the program,  as they anticipated it, so that this a l leged infringement of Section 45 of the 
Financial Ad min istration Act would not come about. Or,  to put it another way, if  the Financial 
Admin istration Act were to be left as it stands, would that not enforce the d iscip l ine upon government 
n ot to understate i ts requ i rements but rather to state them real istical ly so that it  would not be 
necessary to be i nsert ing sections i n  contracts "subject to funds being voted by the Leg islature" 
because I would ,  at fi rst b lush,  take the view that this does represent an i nfri ngement upon the 
fundamental pu rpose and being of the Leg islature which is to vote Supply for Her Majesty for the 
::>urpose of carrying on the affairs of government for the succeed ing year. That's the fundamental 
:>urpose of parl iament. What you're saying to me in  this is that there is some variat ion from that 
'undamental pu rpose, that parl iament is  real ly  not being asked to vote the fu l l  amount of funds and 
:hat in  order to get around the busi ness of more money being expended than is  actual ly being voted, 
�ontractors are being asked to put this caveat in thei r contracts without parl iament necessari ly being 
:�ware of it ,  or the Legislature. 

MR. ZIPRICK: Yes, it 's a problem that I think d id present d ifficult ies i n  u nderstand ing al l  the time. 
rhe capital vot ing ,  i n  the s imple terms of X m i l l ions of dol lars, I 've continuously noted the confusion 
hat people think it 's going to be al l  spent i n  this year. And so I think that myself I 'd feel that if  there 
111as a requ i rement or a pol icy whereby you would ind icate the total program - indicate how much 
10u expect to expend in that year and then how m uch you're going to commit i n  that year- then the 
111hole picture would  be d isclosed as to what you r  expend itu res wi l l  be, what your comm itments wi l l  
le ,  and what portion of  the program wi l l  sti l l  be in  the stages of development. Like the Hyd ro 
:ontracts, some of those contracts extend over a five-year period. They are very large contracts and 
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you have to b i l l  all that into your  Estimates beforehand - to be reasonably sure,  you wou ld have to 
have a very large figu re .  Now, with no add it ional explanation,  it's hard to real ly fol low.  I th ink a much 
better system would be to ind icate the whole program ; the amount that you are spending this year, 
the amount that you expect to commit  that year, and what's to be left to the future. 

MR. LYON: If I hear you correctly then, Mr .  Zi prick, what you wou l d  real ly prefer of the two 
alternatives about which we have spoken, is that the F i nancial  Ad min istration Act should be left as it 
is  and that govern ments should be requi red to state what thei r f inancial  requ i rements are more 
accurately .  Rather than to understate capital requ i rements they shou ld ,  if necessary, overstate their 
capital requi rements and fol low the practice, as I recal l  i t  being fol lowed many many years ago and 
probably up unt i l  very recently ,  as you ind icated here, that capital amounts wou ld  be voted , certai n  
amounts wou ld b e  d rawn down year b y  year but the authority was always there for the capital that 
was being expended. 

MR. ZIPRICK: That's r ight; that's right. 
MR. CHAIRMAN: M r. Chern iack. 
MR. CHERNIACK: M r. Chairman, Mr .  Lyon has now completed the whole circle .  He started by 

suggesting that the Fi nancial Admin istration Act cou ld  be changed, or  m ight be wel l changed , and 
then he came to the conclusion that it shouldn't be. I agree with h is last conclusion because the f i rsi 
suggestion would have g iven a blank cheque to government, in effect, depending - you could put i r  
some q ual ifications o r  restraints - but to permit govern ment to contract beyond the authority is ,  i r  
effect, a blan k cheque. 

I want to d isag ree with a couple of terms that were used . The word "a l leged infr ingement" or  
indeed, " infr ingement" is only in  the mind of the person who u ttered i t .  Nobody suggests, other thar 
Mr. Lyon ,  that there was an infri ngement of the Act, and if there's an a l legat ion ,  it  is his. But nor wa� 
there a commitment, because Mr. Ziprick makes the point that there was not a commitment made 
that i ndeed the precaution was taken not to make a comm itment when there is  no authority. I th in l  
that is better than way. The reason this came about, in  the Highways . . .  Wel l ,  let's go back and sa1 
that . . .  of course Mr. Ziprick mentioned that Canada and Ontario fol lowed the practice, which is no 
necessarily j ustificat ion,  but it is an ind ication of what is an acceptable  practice in the ind ication o 
what is an acceptab le  p ractice in the world outside,  which we have to recogn ize. When there is a goo< 
season and there is an opportun ity to take advantage of favourable weather or  to obtai n  favourabl 1  
prices which are pred ictable, it is  a good idea to be able to make some kind of an agreement with ; 
contractor who knows that there yet has to be authority g ranted and that the contract is subject to th1 
authority being g ranted and the contractor is therefore the one who is ,  with his eyes wide oper 
taki ng the risk. 

Mr .  Graham makes the point that maybe that wou ld  raise the price and I agree with Mr .  Zip rick. 
doubt that it wou ld because when the government contracts, i t  is  for a large enough amount to shm 
that with stabi l ity in  government, that it is worthwh i le .  -( l nterjection)-

Wel l ,  you see M r. Lyon h as made it  h is job to throw doubt - he has to do it  apparently to mai ntai 
h imself - to keep throwing doubt as to whether the government is  responsible.  I bel ieve that th 
government is responsible unt i l  the electorate decides that another government wou ld be mor 
responsible, but Mr. Lyon keeps tryi ng i n  h is cute way da i ly to try to sow doubts in the minds of th 
people as to whether or  not this government is performing in a responsible way. And when M 
Ziprick in his report ind icates responsib i l ity, Mr. Lyon somehow tries to interpret it otherwise. 

The point I want to make is  that . . .  . 
MR. LYON: If I may interrupt . . .  . 
MR. CHERNIACK: I don't mind at a l l .  
MR. LYON: . . .  with Mr .  Chern iack's permission . He is ind icating an aberration from what was th  

establ ished practice and an aberration which i nfringes upon the Leg islature's control of  vot in  
Supp ly  or voting capital for  publ ic  purposes. I f  it were n ot an aberrat ion ,  i t  wou ld  not  be ind icate< 

MR. CHERNIACK: Mr. Chairman, it  is not at a l l  an aberration and Mr. Lyon is again using a ten 
which is his term and not that of the Provincial  Auditor so he shouldn't by i mpl ication put words in t� 
mouth of the Aud itor. The Aud itor did not say there was an i nfr in;ement. He points out that there is a 
extension of the arrangements that are made, which as he says, provision is made i n  contracts so th; 
they are subject to funds being voted by the Leg islatu re .  How that is an aberration can only be in 
mind which sees or has aberrat ions,  I suppose. 

MR. LYON: lt is  here. 
MR. CHERNIACK: l t  is here but it is  not an aberrat ion.  l t  is  a c lear-cut statement that contracto 

know when they enter into a contract that there is sti l l  an item i n  the contract which has yet to t 
fu lf i l l ed before the contract is f irm. So there is no com mitment. 

Now the other point he makes is that government should be expected to declare its futu 
program.  And as Mr.  Zip rick said, if Hydro enters into a five-year program for a b i l l ion  dol lars, there 
no doubt that once you enter into f looding an area l i ke South Indian Lake, there are a l l  sorts 
consequential expenditures which wi l l  be necessary to justify the prog ram and that could be a te 
year prog ram and Mr. Lyon suggests that there should be a long-term authority granted . This wou 
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be of interest if it were dealt with by people who were prepared to look at it from that standpoint and 
not start screaming ,  "Oh,  look, they are looking for an authority of one b i l l ion dol lars whereas last 
year they on ly asked for two hundred m i l l ion , "  someth ing l i ke that. l t  has to be handled in a 
responsible way by a l l  parties. 

I am not quarre l ing with his approach. ! th ink we ought to be d iscussing it over some period of t ime 
and arr iv ing at what may wel l be an agreement of a l l  parties to a procedu re .  For example,  when the 
government of 1 966 or 1 967 or whatever committed a loan to a f irm whose name was M i nago I th ink,  
or someth ing l i ke that ,  to lend money at 6 %  percent, some - I don't  remember how much � fifty, 
sixty m i l l ion dol lars,  that since that money was not authorized anywhere there should have been an 
authority to MDC which wou ld make MDC know that they had the r ight to draw and to lend to the 
Kasser-Reiser outfit a l l  this money at 6 %  percent, and I am pretty sure I am right about the interest 
rate, at a t ime when actual ly the government .had not even received the authority to make that 
guarantee nor to borrow that money, arid as later showed , the interest rates payable for that very 
money were much more than the amount comm itted . So that using that as a pretty good example of 
what can happen, it may well be that we ought to be d iscussing further methods by which 
comm itments of the kind made at that t ime cou ld  not have been made without publ ic scruti ny. And 
therefore I have to support Mr.  Lyon in  h is suggestion that we ought to be looking for ways and means 
of achiev ing real d isclosure, rather than h id ing the facts in  a legal way, which was apparently done at 
that t ime. 

MR. LYON: Mr. Chairman, my col league, the Member for St .  Johns,  has used an example that is  
1ot  perhaps germaine, but  one on which I don't mind commenting because he seems to be 
Jerpetual ly b l ind to the fact that under the legis lation which empowered the then M DF, I th ink it was, 
:o make the loan in q uestion .  There was also a section that permitted that same group and/or the 
�overnment to withhold payment at any t ime that they thought there was fraud,  a section that 
lpparently el uded my honourable friends when they proceeded to pay out the cheques. 

MR. CHERNIACK: They actual ly made a com mitment to lend al l  this money without any 
wthority. 

MR. LYON: Wel l ,  it is a sect ion that apparently eluded by honourable friends, so there is  . . . .  
MR. CHERNIACK: But is  it not true that they made a commitment without authority? 
MR. CHAIRMAN: Gentlemen, would you d i rect your questions through the Chair, p lease. 
MR. CHERNIACK: Of course, Mr. Chairman, is it not true that the MDF made a com mitment 

vithout authority and Mr. Lyon's only answer seems to be, "If you can f ind proof of fraud,  then you 
!on't have to pay it," but su rely he entered i nto the contract not expecting to f ind proof so as not to 
)ay it. He must have wanted to honour h is word and expected his successors to honour h is signature 
ts much as he wanted to honour his own. 

MR. LYON: That's perhaps non-p roductive, h istorical review. My honourable fr iend, M r  . . . .  -
I nterject ion)- l t  is not at a l l  embarrassing,  because we d id n't s ign the cheque. My honourable friend 
eems to be total ly b l ind to the fact of course that h is particular group, and I th ink he h imself, but 
:ertai n ly the First M in ister came into office a l leging fraud,  a l leg ing  a bad deal ,  a l leging that it was the 
vorst deal that had ever been made in  the history of Man itoba and then proceeded to pay out all of the 
noney under that particu lar deal .  

I f  my honou rable friends wants to ,  if he wants to debate non-prod uctively that, I wi l l  debate h im 
ny t ime, any place on it because the  facts are clear for  anyone to  see. 

MR. CHERNIACK: Mr. Chairman, I want to say the worst mistake we made was to honour the 
ignatures of Sterli ng Lyon ,  Waiter Weir, George J oh nson and many oth ers, G u rney Evans, people 
1ho signed their names to . . . .  

MR. CHAIRMAN: We are gett ing into a debate gentlemen.  We are straying away from the 
.ud itor's Report.  I have another speaker on the . . .  Mr .  Lyon.  

MR. LYON: I don't want to carry on a non-productive argument.  My honourable fr iend has made 
1ention of agreements. I merely make mention of the fact that governments of that day, as with 
overn ments of this day, make ag reements with respect to stumpage rights and so on, and those 
greements are s igned .  But governments of that day, as with govern ments of this day, do not make 
1e f inancial  ag reements as between the M D F  and the people to whom they loan. I daresay my 
onourable friend wou ldn't l i ke to suggest that his s ignature appears on the agreement to loan $40 
t i l l ion to Sau nders Ai rcraft. I am sure it doesn't appear there and I am not a l leging that it does. 

MR. CHERNIACK: Wel l ,  I am sure that I have to share responsi b i l ity of the government for having 
uthorized that to happen in  the publ ic eye, publ ic view. I am wonderi ng whether M r. Lyon is 
repared now to deny the authority and his partic ipation in  the loan agreement which was made 
oncu rrently with that ag reement that he did sign about stumpage. 

MR. CHAIRMAN: Gentlemen, I am afraid we're gett ing off the subject completely. I f  Mr. 
Jhannson, who is on my l ist, is speaking to the Aud itor's Report, and not to the CFI  or  Saunders 
ircraft f inancial  arrangements, I ' l l  acknowledge h im .  

Page 1 0 - pass. Mr .  Lyon .  
MR. LYON: I 'd l i ke j ust to wind up on the point that I th ink we started out  on .  At  the top of Page 1 0, 

1 1:\  



Public Accounts 
Tuesday, April 2� 1 977 

Mr. Chai rman , I take it that it  is the recommendation ,  or at least it would be the preference of Mr.  
Zi prick that the second cou rse about which we have some discussion be followed; namely,  that 
governments, rather than understat ing or unanticipat ing their capital requ i rements governments 
and I use the term col lectively in the proper sense - should be requ i red as a d isci p l ine to meet the 
req u i rements of Section 45 of The Fi nancial Admin istration Act as it  presently stands and not either 
through errors of omission or lack of foresight ,  to get themselves i nto a position where they are 
com mitting moneys for which there is no legislative authority. 

MR. CHAIRMAN: M r. Ziprick, did you want to respond or is it . . . .  
MR. ZIPRICK: I would just repeat what I said before. This was absolutely legal because we have 

ascertained it, but from the point of appropriate hand l ing so that the people real ly understand and the 
Leg islatu re real ly u nderstands what goes on, should be that the whole p rogram - after al l  any one of 
these programs of bu i ld ing ,  you j ust can't bu i ld  a half a bu i ld ing and stop.  You have got to bu i ld  a 
whole bu i ld ing .  And if you know that it is going to cost you approximately $1 0 mi l l ion ,  you should talk 
in terms of $ 1 0  mi l l ion that you are going to spend $1  m i l l ion this year, that you are going to com mit 
about $4 mi l l ion the year after and the other is going to come i n  due course. I think i n  that sort of way, 
you wi l l  get fu l l  d isc losu re; whereas in the old system ,  the objection I had to it  was the contin uous 
misu nderstand i ng that when there is  $ 1 00 mi l l ion or $ 200 mi l l ion voted in  Hydro, for instance, for 
their commitments, it was felt that it was someth ing that is going to happen i n  that year by many 
people. I think to get away from it ,  you should get into this kind of setup.  

As a matter of fact, Canada has moved i n  that area and r ight in thei r Estimates now they show thE 
total program and i n  their budgeted expenditure for the year they show the amount that they arE 
going to spend and then they show the amount that they expect to commit r ight in the Estimates for 
that year. As part of the Esti mate explanation they say, "This is the expend iture and thesE 
commitments are est imates that if  the prog ram proceeds faster, they reserve the right to move faster 
or  if  it is slower, i t  wi l l  be less. But the whole program is  disclosed. They have done it in a number o 
departments, and the Defense Department particu larly I took a look at, and it's a very good d isclosu re 
because it shows the fu l l  amount of that part icular undertak ing - bui ld ing or whatever have you 
and it shows what you are going to be expending this year as a part of the budgeted estimates, ther 
what you are goi ng to be committing for future years. 

MR. LYON: Can I - without trying to put words in the mouth of the Min ister of Finance or the 
Member for St. Johns - there seems to be rare unanim ity around the table that the practice that Mr 
Ziprick is recommending should be fol lowed i n  the future. 

MR. CHERNIACK: Mr. Chai rman,  I was going to say that I was i n  agreement with Mr.  Lyon fron 
the beg inn ing .  i t's just that I somehow used the wrong analogy. I don't know how that happened . 
j ust got an example that I thought I could develop i n  h is support .  I wanted to support h im .  But it i :  
true, and I had i n  mind to ask Mr. Zip rick whether he couldn't have a look at h is  leisure at what th� 
h istory has been and what would be the best way of doing it. Do I understand that the way y01 
described Canada's system, that they actual ly get the authority that might be for the next five years 
and then ind icate in  an u ncommitted way, how much they th ink  wi l l  be spent in each of those years 
But the authority is for the whole project, is it? 

MR. ZIPRICK: Yes. As I mentioned before, Canada legislatively has no commitment control novo. 
but they were concerned and the Aud itor-General was concerned - j ust exactly what we are talk in 1  
about. i t's a lmost . . .  

MR. CHERNIACK: I want to i nterrupt, Mr .  Zi prick, because I th ink that we have come to the ide. 
that it  would be useful to have a review made, and possib ly we cou ld  ask Mr. Z iprick, along with th· 
Department of Fi nance, to consider what we have d iscussed i n  this respect and see if  there is an 
better way. Frankly, I don't th ink this is a bad way but it  may well be that even legislat ion to provid 
that 10 percent overage would be permissible by way of commitment or something l i ke tha 
someth ing we should al l  be able to agree to, but not in  a rush and let Mr. Zi prick and the departmer 
consider what cou ld be done. 

MR. CHAIRMAN: Mr. Mi l ler .  
MR. MILLER: Mr. Chai rman, the department' as a matter of fact, has been considering th i �  

p;·esenting a format whereby the s_tatement of the projects, l ist ing sort of the commitments for th 
next year. In other words showi ng the total cost. In the case of Hydro, it would be as you ind icated, 
b i l l io� dol lars and there's no way they can spend that b i l l ion dol lars in a year. But trying to ind icat 
what might be expected to be spent with i n  that year and showing the long term cost imp l ication:  
That's what you h ave in  mind .  

MR. ZIPRICK: That's right and I . . . .  
MR. MILLER: The department has been working on some sort of format and I am sure they' l l  be i 

touch with you on that. 
MR. ZIPRICK: No, I th ink that that's very useful  and as I say Canada went i nto this system not a 

part of legislative req u i rement but as part of a good system of handl ing .  And I th ink it discloses th 
situation qu ite wel l .  Now we cou ld either do that or  some form of it  that could meet the requi remeni 
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and rea l ly  present a good p icture of what's going on. 
MR. LYON : And hopefu l l y, whoever is the M i nister having responsibi l i ty for this next year, Mr. 

Zi prick is at least assu red that he' l l  have a consensus of opinion as between the two parties who 
appear to be major contenders for that doubtfu l honour. 

MR. CHAIRMAN: Page 1 0-pass. Page 1 1 .  Mr.  G raham . 
MR. GRAHAM: Mr. Chai rman , deal ing with the ind ividual income tax and the increase here the 

Auditor has said that it main ly arises from the interaction of expansionary economic conditions. 
Could you explain what that means? 

MR. ZIPRICK: When we take a look and see the comparison of the reven ue actual ly received as 
against the Estimates. we try to determine  the reasons for it to make sure that there was no attempt at 
overstat ing or that there has been accountab i l ity for the revenue and the inflationary conditions, 
part icu larly, have made predicting so uncertain that this is what we real ly mean ,  that the main cause 
is that the inflationary condit ions and the· revenue expansion as a result of it has made pred icting so 
u ncertain that that's why it main ly arose. 

MR. GRAHAM: Wel l ,  in other words, what you are saying is that the i ncrease in income tax main ly 
arises from inflat ion? 

MR. ZIPRICK: Wel l ,  basical ly I g uess that there are other factors but inflation was the main 
d ifficu lty in  p redicting j ust what the revenue is l i kely to be and the p rediction is being made by 
Canada - Man itoba j ust accepts because Manitoba has no way of pred icting - so Canada does the 
ored icti ng ,  sends it across here and Man itoba accepts Canada's pred iction .  Now, we've been taki ng a 
ook at Canada's pred iction and whether it cou ld be done better I don't know. There are so many 
Jncertaintit ies that we wou ldn 't want to comment or be crit ical of the prediction .  

MR. GRAHAM: Wel l ,  then we wi l l  go further down and you come to  the  Reta i l  Sales Tax and the 
·eason you give there for the increase is mainly attr ibutable to g rowth. There is no i nf lation factor 
nvolved there is there? 

MR. ZIPRICK: Wel l ,  yes, the g rowth in  sales,  now that's what we real ly meant, it is the increase i n  
;ales. Now, some o f  it  wou ld  b e  i nflation b u t  t h e  bigger portion would b e  t h e  purchasing power being 
here and there's more goods being bought. 

MR. GRAHAM: You are referri ng to the number of sales o r  the dol lar value? 
MR. ZIPRICK: The dol lar value of sales. Now, there wi l l  be some element of i nflation because the 

> rices are up so you r sales are going to be higher. I guess another modifier could have been inserted 
n there, I would n't argue about that. 

MR. CHAIRMAN: Mr .  Lyon .  
MR. LYON: On the ind iv idual  i ncome tax at  the top of Page 1 1 ,  Mr.  Chairman, Mr.  Ziprick makes 

he comment - "the i ncrease in individual i ncome tax revenue is 53.3 m i l l ion from 203.9 m i l l ion to 
'.57.2 m i l l ion ." Now, as forecasted , as I recall in last year's Budget Statement, we this year have the 
1ew method of stat ing ind ividual income tax reven ues which is X the mun ic ipal port ion,  X the tax 
ebate and X the cost of l iv ing rebate. I am asking how Mr. Ziprick in Publ ic  Accounts for the fiscal 
ear that we are i n ,  is he going  to continue to t reat, for i nstance, using the i ndividual i ncome tax 
evenues as an example,  is he going to cont inue to treat them in  the g ross way as he does in  h is 
omment at the top of Page 1 1  or  is he going to treat them accord ing to the new method which is  
Jot  noted on Page 2 1  guess it is ,  of  the Estimates of Revenue that were passed around by the M in ister 
n Friday? 

MR. ZIPRICK: Wel l ,  you know, we are not there yet but I can say that we are commenting on 
omparabi l ity. We certai n ly  can't comment on comparabil ity un less we make it comparable so I 
•ould say that for the one year, we wi l l  make it comparable i n  the explanation here, so that the picture 
ou ld be seen on a comparative basis. Then the next year, of course, it wi l l  be comparable under the 
ther system. So there wil l  have to be a transit ion period and this year it wi l l  have to be restated for 
om parative purposes if there is going to be a comparison. 

MR. LYON: Just on that poi nt. Is  this method of statement which is not un ique to Man itoba, I 
e l ieve Ontario and I don't know what other prov inces but I am sure some other provinces fol l ow it, to 
lOSe that have Cost of Livi ng and/or Tax Rebate systems, is this form of treatment of the revenue 
icture a recommendation of the Provincial Aud itor or is this a recommendation of the Finance 
epartment? 

MR. ZIPRICK: No, I have made no recommendations that I recol lect on it .  As far as I am 
mcerned , either way as long as it is d isclosed, I guess, the question arises in a m unic ipal ity if . .  they 
we the taxi ng authority, it's real ly  thei r revenue and it's not the provi ncial  reven ue. If they don't have 
e taxing authority, well then it's a grant. Now, you know, in  general terms this could be used as a 
J ide and if they are doing the taxing and the province is an i ntermediary, wel l  then it's the i r  revenue 
1d  not the p rovincial expenditure. On the other hand, if they don't have the taxing authority . . .  

MR. LYON: You' re talking  about the mun ic ipal it ies. 
MR. ZIPRICK: M unic ipal ity, but they get a g rant, then it 's a form of an expenditure just l i ke any 

her g rant. I 'd be gu ided substantia l ly by that. 
MR. LYON: Yes. I 'm of the impression,  Mr. Chairman, that we're into a f ie ld real ly of semantics. 
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that whi le other j u risd ictions use th is system, I wou l d  be i nterested q u ite frankly in Mr.  Ziprick's 
opin ion of it because I hold the view that what the revenue est imates of the provi nce should show is 
the amount of taxes that are paid by the taxpayers of Man itoba. The fact that there is a red istr ibutive 
e lement that comes in to that taxpaying is secondary as has been mentioned in another form, welfare 
payments are a red istri butive function of government but you don't show personal i ncome tax or 
other revenue forms that accrue to the government, X welfare payments. What is the val id ity for 
showing them X tax rebate, X cost of l iv ing ,  X mun icipal payments because the method of 
;>upplementing the i ncomes of munici pal ities which was transformed - I th ink it was a year ago 
from the old per capita grant system to the dedicated two point system is rea l ly  j ust a change i n  form. 
lt g ives the mun icipal it ies access i n  a fixed way to a g rowth tax. What you cal l  it is relatively 
immaterial but to show it, agai n ,  as a deduction from taxes paid by ind iv idual  taxpayers in  Man itoba, 
suggests to me that that does real ly  not reflect the true position, either i nternal ly to the Leg islature or 
to the people of Manitoba or indeed external ly - and I put myself in the position of a lender in the 
i nternational market who wants to know what the taxpayers in  Man itoba are actua l ly paying persuant 
to, for instance, this year our 42.5 imposed tax rate. Are those p retty hard-nosed lenders st i l l  not 
going to want to know that precise i nformation minus the footnotes and the fr i l ls  that we have as 
shown on the Esti mates of Revenue distri buted to us last Friday? 

MR. ZIPRICK: I wou ld  just say this at this time, that we audit this on a post-audit basis .  I do not 
participate in the preparation of the Estimates. I've noted it ;  I 've thought about it but whatever I said 
here was in  a general ized way. J ust I exactly what we'l l say about it in  my report come next year, I 
rea l ly cou ldn 't say conclusively at this point because it's got a l ot of impl ications.  I want to take a look 
at a l l  the various imp l ications and what's being done other p laces and our observations and 
conclusions wi l l  be on that basis.  So, I wouldn't want to say we're conc lud ing that we wi l l  not have 
observations, that this is not maybe the best way of doing it. I wou ldn't want to at this point,  it's 
something that I j ust fairly recently became aware of and I wou ldn 't l i ke to commit  myself  to one thing 
or another at this point .  

MR. LYON: Wel l ,  thank you. I don't, M r. Chairman, want to p ut M r. Zip rick or h is staff on the spo1 
on the th ing but I don't regard it necessari ly as a partisan th ing,  I just regard it as a method of how the 
taxes, the taxes that are being paid by the taxpayers of Man itoba i n  my lay estimation are no1 
demonstrated as clearly or  as factual ly by this method of presentation as they wou ld  be under the 
present method of presentat ion .  I leave the question ing to Mr .  Z iprick at that poi nt .  

MR. CHAIRMAN: M r. Mi l ler. Mr .  Cherniak. 
MR. CHERNIAK: Wel l ,  Mr. Chairman, I am i nterested in this matter. I th ink  the i m portant th ing is  tc 

make sure that the facts are there. I f  Manitoba cou ld have persuaded the Federal Government tc 
make changes in  the exemptions rather than putt ing cred its on the side, then the net reven ue m igh1 
have been the same but the method of co l lection or repayment might have been d ifferent. The fact i�  
that exemptions under the Federal Act which include the exemptions for marital status and ch i ldrer 
o.-, i ndeed , deductions for reserves, i ncentive grants of various k inds to industry, they are a l l ,  in a way 
a reduction of taxation but not that they pay less but that they get certai n  benefits and therefore i 
becomes a very compl icated experiment to try and show the total tax, less exem ptions, less rebates 
less credits, less all k inds of th ings.  The important th ing is that - wel l ,  of course it's impossib le - se 
the important thing is that the information be avai lable as apparently it is.  

I haven't real ly looked at that sheet that Mr .  Lyon is looking at but he says it 's a l l  there and as Ion� 
as it 's al l  there, then that's i mportant. l t  remi nds me - and I hate to remind M r. Lyon - of a t im1 
around 1 967 or 1 968 when I had a g reat deal of trouble f igur ing out why there was a tremendow 
reduction in Revenue Est imates and I realized that the government had changed showing th1 
prem iums paid on hospital care from being revenue to lett ing it  go to the Health Service: 
Commission, or the Hospital Services Commission, as revenue to them, and there was no footnote 
The resu lt was it  took me qu ite a whi le to f igure out that the reduction in reven ue for the province wa: 
only a transference of premiums,  i nstead of going formerly i nto government revenue and i 

d isbursement, was di rected d i rectly to the Man itoba Hospital Com mission and d id n't show U l 
anymore. Now, there's noth ing wrong with it being shown that way but what I am p leased to know i 
that we now have footnoted these changes, so that we know what they are whereas formerly it wa 
m uch more difficult to fo l low when it  wasn't even footnoted . 

MR. LYON: Mr. Chairman, Mr.  Cherniak as usual with h is ag i le  mind raises another q uest ion i n  m 
mind ,  and let's deal specif ical ly with the so-cal led mun icipal share wh ich for 1 977-78 is est imated 2 

$ 1 3,600,000.00. That, along with $95 m i l l ion on Property Tax Cred its and $25 m i l l ion on the Cost c 
Living Tax Cred its, I add it up q u ickly to roughly a rounded out n umber,  $ 1 34 m i l l ion ,  something l i k  
that. Deal ing with the  munic ipal share, that is money g ranted , that is dedicated to  the  mun ic ipal it ie 
of Man itoba in  substitution for the old per capita g rant system that we have. But that money, un less 
am mistaken - please correct me if  I am wrong - that money is paid by the personal incom 
taxpayers of Man itoba and then is rem itted back to the Provincia l  Treasury of Man itoba, it comes i nt 
the Treasury of Manitoba and then , i n  turn , cheques are written ,  presumably on the formu lae that ar 
developed for this payment, cheques are written by the Treasury of Man itoba to the mun ic ipa l it ies t 
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pay out the equ ivalent of the two poi nts, which is as it should be. So, I raise the q uest ion as to how that 
can be shown as an offset against revenue in  the gross sense when it actual ly is paid ,  comes i nto the 
Provincia l  Treasury and is then d isbursed by the Provincial Treasury to the m u n icipal ities. 

MR. CHAIRMAN: M r. Chern iak. 
MR. CHERNIAK: Oh, 1 don't quarrel with Mr. Lyon at a l l .  I would personal ly rather see it that way 

but a l l  I 'm  sayi ng is, no matter which way it's done, as long as it's revealed , it's i mportant. I personal ly 
look at it as a prog ram and therefore I would l i ke to see it  h is way but that doesn't mean I 'm right or  
he 's  r ight ;  I am just saying somebody has to take the responsibi l i ty for  presentat ion and the important 
th ing is that the story be revealed and that the Auditor  can confirm that that is what is the actual fact. 
So I don't quarrel with Mr. Lyon .  

MR. CHAIRMAN: Mr.  Lyon .  
MR. LYON: Wel l ,  I 'm  interested t o  hear M r .  Chern iak's comments. Natural ly I would be m u c h  more 

interested to hear the Min ister's comments as to whether he ag rees or disagrees. 
MR. CHAIRMAN: M r. M i l ler .  
MR. MILLER: Wel l ,  Mr .  Chai rman , I bel ieve that on the two points of personal income tax, I don't 

th ink this is the fi rst year that this has appeared this way. I th ink last year - 1 975-76, was this the fi rst 
{ear? 

MR. CHERNIAK: M r. Lyon wasn't here then. 
MR. ZIPRICK: Th is is the fi rst year that it 's appeared . 
MR. MILLER: The mun ic ipal was last year. lt was a year ago. 
MR. ZIPRICK: Oh, the mun ic ipal .  I thought you were tal k ing about the poi nts, Sir. 
MR. MILLER: Wel l ,  the mun ici pal was last year and the mu nic ipal it ies can, by bylaw, i ncrease that 

1mount if they want an i ncrease in  the income tax payable,  shari ng i n  the i ncome tax, it's a g rowth tax, 
hey can ask the government and the government wi l l  seriously consider i ncreas ing personal i ncome 
ax i n  Man itoba at the req uest of the mun ic ipa l it ies so that it's u p  to the mun ic ipal it ies real ly to levy 
his although the col lect ion system is such that it wou ld  have to go through us ,  of course, because we 
1ave to go through the -Federal Government. 

MR. CHAIRMAN: Page 1 1 .  Mr.  Lyon .  
MR. LYON: Do we have any ,  or can we have any advice from Mr.  Curt is or members of  the 

lepartment? When the various prospectuses are d rawn u p  for  borrowings that are going to be taking 
! lace in  the future, what wi l l  be the method of demonstrat ion of personal income tax, to use that as 
tn ly one example,  wi l l  i t  be grossed up as it used to be? Wil l  i t  be g rossed u p  for the purposes of 
10rrowers and if  it is going to be grossed up for their purposes, m ight I respectfu l ly suggest that it 
hould be conti n ued to be g rossed up for the purposes of the Leg islature and the people of 
�an itoba? 

MR. CHAIRMAN: M r. Curtis.  
MR. CURTIS: I wou ld speak to that. We wou ld reflect i n  our prospectus statements those 

tatements that we would show to the House, in other words, we wou ld  use the same format. If our  
nderwriters recommended that we noted in  our  prospectuses more deta i l  as  to how the revenue was 
istributed , then we wou ld add it as a footnote. Now, we can also do the same in our  statements in the 
louse, if that were thought to be val uable.  

MR. LYON: I f  I cou ld ask, Mr.  Chairman, what are the advantages of demonstrat ing,  using the 
ersonal i ncome tax, demonstrat ing that f igure at,  i n  the Estimates as they were g iven to us on Friday, 
1 90,971 ,000 footnote ( 1 ) when in actual fact, the figu re as we've noted is going to be wel l  in excess of 
300 m i l l ion .  What are the advantages of showing at that? 

MR. CURTIS: Wel l ,  with our view, havi ng looked at other provinces that this in fact was a 
istr ibution of funds to other parties and therefore was not revenue that could be used by the 
rovi nce. In other words it was dedicated . l t  was dedicated as tax credits, therefore, not net general 
lvenue to the province. 

MR. LYON: My s impl istic point ,  and if  I 'm wrong for heaven sakes shoot me down, but my 
mpl istic point is that when laxpayer A fi l ls out his return and the bottom l ine shows that his 
·ovincial  tax payable is  say, for the sake of arg ument, $ 1 ,000. That's what he pays! And out of that 
1 ,000 that is col lected by the Federal Government somebody else by way of a cost of l iv ing or a tax 
·bate is going to get the proportion of that back. Literal l y  that money - I  can see the point - l itera l ly  
at  money wi l l  not  enter the Treasury, so I can see more of  a j ustification - I 'm argu ing  agai nst 
yself - but I can see more of a j ust ificat ion for the method of demonstration on property tax and on 
>St of l iv ing than I can on mun ic ipal . But the point st i l l  remains,  the fundamental point sti l l  remains 
at the tax is paid.  The fact that it is redistributed to another person without entering the Treasury is  
a l ly  secondary. 

MR. CURTIS: Of cou rse that's also a part of the f i l ing of the return .  You' re also fi l i ng  at the same 
ne with your  i ncome tax return,  your property tax cred it form . With respect to the mun ic ipal part, we 
30 feel that we have no control over it now, because u nder the Mun ic ipal Tax Shar ing Act that was 
1ssed that two percent is dedicated to the mun icipal ity. Therefore we've lost control of it .  I n  effect 
; not our  revenue.  
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MR. LYON: Yes, but by the same token,  Mr.  Chairman, u nder the schedu les that are d rawn up for 
pub l ic  assistance that money is dedicated in  the sense that we know how much ind igent taxpayer or 
ind igent citizen so and so is entitled to receive provided he meets the needs conditions and so on .  
That's dedicated too, and I j ust fa i l  to  see the difference. i t's money that is be ing redistributed.  One o1  
the g reat functions of government today is  to red istribute funds .  AI I I 'm quarrel l i ng  about really is no1 
the fact of red istribution , the method of demonstration of redistr ibution. I real ly fai l to see the merit o1 
th is form of demonstrat ion .  That's the point I 'm making.  

MR. CURTIS: I can see Mr.  Lyon 's point of view. it 's a matter of view. 
MR. CHERNIACK: The example that Mr.  Lyon has used several t imes now of welfare payments i s  

rea l ly erroneous. The moneys that are paid for  welfare payments are the same kinds of  money tha1 
are paid to support the Leader of the Opposition ,  General Revenues that come i n  from a l l  sorts ol 
sou rces, even from stumpage fees' whereas the moneys that are paid to mun ic ipal ities are 
recogn izably the moneys that come from income tax on ly from the two percent. So it is a bac 
comparison to bring in welfare as being of a s imi lar  natu re. Welfare payments is a prog ram ol 
government determined in a d i fferent way and using General Reven ues. I j ust want to point out that i r  
th is latest p rospectus that I referred to earl ier, December '76, there i s  a l i n e  which reads 
"Commencing in 1 976 of the revenues derived from the provincial i ndividual income tax and the 
basic 1 3  percent provi ncial corporate income tax, 95.3 . . .  " - an d  by the way, earl ier it does say tha 
the i ncome tax is  42.5 percent - and let me come back to what I was quot ing,  " . . .  95.3 percent a ne  
92 .3 percent respectively wi l l  be a l located to the province and 4 .7 percent and 7.7 percen 
respectively wi l l  be a l located to the province's muni cipal it ies ."  So, again ,  i t  is important that thE 
people who are being asked to lend money to the province do have the informat ion .  That's why I don'  
argue as to the manner of presentation. A l l  I do is express my satisfaction that the facts are there a ne  
revealed. 

MR. LYON: Wel l ,  just �:1 that point and if  it's not germane to this item , it 's germane to the methoc 
of presentation . Could I raise the question ,  Mr. Chairman, again on  the Estimates of Revenue tha 
were tabled by the Min ister on Friday,  the gasol ine tax as an example esti mated $58 m i l l ion for '77-'71 
less premi u m  assessment transfer to M P lC  $6 m i l l ion and it nets out at $52 m i l l ion .  Now I wou ld  bE 
i nterested to know and I don't recal l how that revenue f igure is demonstrated in the prospectus o 
December 1 ,  1 976. I s  it grossed u p  to show that actual ly the people of Man itoba paid $58 m i l l ion fo 
gas tax last year. The fact that $6 m i l l ion went as a subsidy to M P I C  . . .  

A MEMBER: i t's not a subsidy. it's not a subsidy. 
MR. LYON: Wel l ,  it 's a subsidy. That's what it is.  If you take that $6 mi l l ion  off and reflect it  i n  you 

premi ums you' l l  f ind out how much of a subsidy it is. 
MR. CHAIRMAN: M r. M i l ler. 
MR. MILLER: I was j ust quarre l l ing with Mr.  Lyon that it's not a subsidy at a l l .  One could e l im inat1 

total ly the premi ums and s imply move to having all the Autopac premiums paid by m i leage, by th1 
amount of gas he used. The more you use the more you pay and some have argued - that's right 
some have argued that that perhaps is the best way to do it .  -( I nterject ion)- But, wel l  you wouldn 'l 
but what we have done is s imply take a certa in percentage of the gaso l ine  tax to reflect the argumenl 
and it's a good arg ument that those who put on more mi leage shou ld be paying a h igher premium fo 
their  automobi le insurance. 

MR. CHAIRMAN: Mr. Cherniack. 
MR. CHERNIACK: Wel l ,  Mr. Chairman , I agai n come back to the statements that I have before mE 

F irstly, i t  is very c lear that no matter how anyone wants to i nterpret i t ,  the fact is  that part of the cost 
of publ ic  automobi le  insurance which is now part of the program of the Conservative Party, part c 
those costs i nclude the t}'VO cents per gal lon used in the gasol ine consumption in this provi nce, an 
therefore it is  shown here that we have general revenues from gasol ine tax and from motor fuel ta' 
and i n  the prospectus it shows exactly the same as i n  the form itself ,  it shows the moneys received b 
the Province of Man itoba General Revenues as being revenue from gaso l ine  tax and motor fuel ta' 

Now the amount which is col lected for and on behalf of the M P l C  as part of the i ncome requi red b 
the I nsurance Corporation is not shown as being revenue of the Province of Manitoba because in fac 
it  isn't in the prospectus. In the prospectus a l l  they show is what is actual ly received . The fact that th 
p rovince has ag reed to a l locate revenues to M P l C  from three sources, one is  col lected from th 
d river, the other collected from the veh icle and the th ird col lected from the consumption , is a metho 
of f inancing M PlC which is known to the world and even for the Conservative Party, so that agai n th 
facts are there and the General Revenues of the province do not i nc l ude the prem iums or money 
raised for premiums for the MPIC.  Now if one says there's a subsidy then the whole pr incip le c 
i nsurance is cockeyed, because the whole pr inciple of insurance is sharing .  Let me tel l  Mr .  Lyon th1 
even long long before he was born, l i ke 200 years ago, I imagine it  was John Hancock who not on I 
signed his name, but seems to have founded an insurance company which said that one shares th 
risk. I n  other words one subsid izes the other. There is a subsidy by the i nsured who is fortuna1 
enough not to have to make a c la im,  a subsidy to that one who suffers a loss, and that is the pr incipl 
i nvolved i n  insurance. He did n't know that apparently. 
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MR. LYON: Wel l ,  I do know this, Mr. Chairman, my honourable friend is now argu ing  the valid ity of 
h is methods or h is government's methods of f inancing MPIC.  

MR. CHERNIACK: . . .  wh ich you're not changing .  
MR. LYON: I d idn 't say we wou ldn't change the methods of  f inanci ng.  
MR. CHERNIACK: I wish you would tel l  us. Tel l us the truth.  
MR. LYON: I do know this,  there are old age pens ioners in  Man itoba who do not d rive a car ,  do not 

pay gasol ine tax, but do pay gasol ine tax on the trucks that dr ive their groceries i nto the stores that 
they have to buy and that's a cost that they have to bear as general taxpayers of Manitoba even 
though they don't d rive a car. I know that. And if my honourable friend wants to comment u pon the 
eq uity of that why that's f ine and dandy by me. 

MR. CHERNIAK: . . . those people are payi ng the taxes and the expenses that are being used by 
people who d rive trucks, and those people have always been using those trucks in that way 

MR. CHAIRMAN: I ' m  afraid we've strayed from the Aud itor's Report agai n gentlemen . If we can 
pass Page 1 1 .  Mr. Lyon .  

MR. LYON: Gett ing back around the circle, Mr.  Chairman, to  my q uest ion.  
A MEMBER: i t 's  in  the p rospectus. i t 's  in  the prospectus, but is the fig ure shown the g rossed up 

f igure o r  is it  shown with the subsidy pardon with the portion that's dedicated of the gas tax to M PlC.  
Because again the borrowers and the people of Manitoba want to know essential ly the same 
i nformation .  How much are they paying in  toto for gas tax this year? The fact that the government 
through some j iggery-pokery decides to sl ip off 6 m i l l ion bucks i nto M PlC is of no particu lar concern 
to fore ign lenders, but it is of crushing concern, I 'm sure, to people i n  Man itoba and the method of 
demonstration here I f in.d no objection to it. We find that the gas tax is 58 mi l l ion  less the amount that 
is  paid to M P I C. I th�n k  that's a good method of demonstration .  Why is  not that same method of 
demonstration used for i nstance with respect to ind ividual income tax. Why not show the g ross f igure 
then deduct the mun ici pal and the cost-of-l iving and the tax rebate so that you've got a franker 
document real ly.  

I commend what you ' re doing with respect to gasol i ne tax. I say why don't you apply the same 
pr incip le to i ndividual and personal i ncome tax. it's a question of moving it up from the foot up to the 
top and showing your g rossed up f igure. 

MR. CHAIRMAN: Page 1 1 -pass. Page 1 2 . Mr.  Lyon .  
MR. LYON: Corporat ion I ncome Tax decrease of $ 1 7 . 1  m i l l i on ,  M r. Chairman, the  Auditor shows 

this as being att ributable to a reduced level of taxable profits and a reduction of 4.5 m i l l ion i n  
adjustments. Now that i n  t u r n  reflects I take i t ,  a general reduction i n  corporate profits i n  Man itoba. 
Has he any f igures to ind icate the numbers of corporations paying tax in  Man itoba as between the 
vears. 

MR. CHAIRMAN: M r. Ziprick.  
MR. ZIPRICK: No, I haven't any f igures on that. 
MR. CHAIRMAN: M r. Mi l ler .  
MR. MILLER: M r. Chairman, you know, these figu res do f luctuate from year to year. They are 

nstalments based on current esti mates . We take the Federal Government's projections as to what 
night be anticipated in  any of the years. Then it  inc ludes adjustments from previous years and it a lso 
·eflects changes i n  the tax structure which may occur  d u ring that year, which affect the income. 
lhere was one year, I bel ieve, where there was a change in the corporations which affected the 
;orporation income tax where the Federal Government revised the i ncome tax rules appl icable to 
esource reven ues to al low for a partial deduct ib i l ity. This affects the amount that we might receive i n  
t year as wel l .  So it's i mpossib le t o  be precise or to hit i t  on the head because we're dependent entirely 
m not on ly what the Federal Government projects, but what in  fact does occur to the tax system 
l u ring the course of the year. 

MR. CHAIRMAN: Gentlemen , we obviously wi l l  not f in ish Page 1 2  today, wou ld  it be the wish of 
he commitee to have the comm ittee rise? Committee rise. 
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