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THE LEGISLATIVE ASSEMBLY OF MANITOBA
10:00 o'clock, Saturday, June 8, 1974

Opening Prayer by Mr. Speaker.

MR. SPEAKER: Presenting Petitions; Reading and Receiving Petitions; Presenting Re-
ports by Standing and Special Committees; Ministerial Statements or Tabling of Reports;
Notices of Motion; Introduction of Bills. The Honourable Member for Rhineland.

INTRODUCTION OF GUESTS

MR. ARNOLD BROWN (Rhineland), on behalf of the Member for Minnedosa, introduced
Bill No. 94, an Act to amend an Act respecting the Agricultural and Community District of
Newdale.

ORAL QUESTION PERIOD

MR. SPEAKER: Questions. The Honourable Leader of the Opposition.

MR. SIDNEY SPIVAK, Q.C. (Leader of the Opposition) (River Heights): Mr. Speaker,
my question is to the Minister of Finance. I wonder if he could indicate (and again this is one
of those questions that possibly should have been asked of the Provincial Auditor but was not,
and the reason for asking it now is a result of an Order-in-Council passed this week, or during
this week) - I wonder if he can indicate the procedures that are followed with respect to the
Provincial Auditor and the Federal-Provincial agreements, in which there is cost-sharingand
there is to be access to both records to determine the amounts that have been paid on the in-
itiatives undertaken. Is the Provincial Auditor's office involved in that or is it just strictly
the Department of Finance involved ?

MR. SPEAKER: The Honourable Minister of Finance.

HON. SAUL CHERNIACK, Q.C. (Minister of Finance) (St. Johns): I'll take that as
notice, Mr. Speaker. It's obvious to me that the Provincial Auditor is aware of it whether it
is before or after. I would expect that it would be after part of his audit to make sure that it
was carried out properly, but since I'm not sure I'll take it as notice.

MR. SPEAKER: The Honourable Leader of the Opposition.

MR. SPIVAK: My understanding is that if there is a question of discrepancy arising, the
auditors are entitled to go in and do examination both on part of the Federal and Provincial
Government. I would wonder then if he could indicate whether there have been any situations
in which the Provincial Auditor has had to go in with respect to initiatives in relation to pro-
grams in which there is cost sharing, and in which an investigation has had to be requested.

MR. CHERNIACK: Mr. Speaker, it's still under notice. It will be on record. But may
I just ask for clarification, whether the Honourable the Leader of the Opposition is asking
whether the Provincial Auditor goes in to check the federal books ?

MR. SPEAKER: Order please. Again, I think we are starting to have a cross-fire. If
the honourable gentlemen have something that they have to discuss privately, very well. I
don't see that the question period is for repartee back and forth and inquiring of each other.

MR. CHERNIACK: Mr. Speaker, if I may, on your point of order. This is not a repartee.
I want a clarification whether the Honourable Member wished me to find out about the inspection
of Federal books. It's not a debate.

MR. SPEAKER: Very well, but I would suggest that if the honourable gentlemen would
utilize the courtesy of giving notice, then all the information could be had in advance. The
Honourable Leader of the Opposition.

MR. SPIVAK: Mr. Speaker, my understanding is that access to the records are available
for both the federal auditors and the provincial auditors.

MR. SPEAKER: Orders of the day. The Honourable First Minister.

HON. EDWARD SCHREYER (Premier) (Rossmere): Mr. Speaker, I have here for the
Honourable Member for Lakeside, not a Return to an Order since it wasn't an Order for Return,
but a question had been asked. I undertook to provide a written report in respect to Manitoba
Hydro construction progress, and accordingly I have copies here for the Honourable Member
for Lakeside and one for the table.

MR. SPEAKER: Orders of the day.

MR. SCHREYER: Sorry, Mr. Speaker, I also did undertake to provide to the Honourable
the Leader of the Liberal Party and the Member for Lakeside, I believe, a copy of the Letters
of Intent exchanged between Manitoba Hydro and Northern States Power. Accordingly, three
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(MR. SCHREYER cont'd) . . . . . copies, Sir, for the two honourable gentlemen and one for
the table.

ORDERS OF THE DAY - ORDERS FOR RETURN

MR. SPEAKER: Thank you. Orders of the Day. Address for Papers. The Honourable
Member for Riel.

MR. DONALD W. CRAIK (Riel): Mr. Speaker, I would like to move, seconded by the
Member for Swan River, that an humble address be voted to his Honour the Lieutenant-
Governor, requesting copies of all correspondence between Polar Gas Company and the Pro-
vincial Government of Manitoba, and all correspondence between the Provincial Government
of Manitoba and the Federal Government relating to Polar Gas.

MR. SPEAKER: That means there is an amendment there to Polar Gas. Understood?
Agreed? (Agreed) Very well. Thank you. So ordered. Order for Return. The Honourable
Leader of the Opposition.

MR. SPIVAK: Mr. Speaker, I move, seconded by the Honourable Member for Riel, that
an Order of the House for Return, do issue for a Return showing the following information:
the number and names of employees in contract with the Department of Northern Affairs, and
copies of all expense accounts of these employees.

MOTION presented.

MR. SPEAKER: The Honourable Minister of Northern Affairs.

HON. RON. McBRYDE (Minister of Northern Affairs) (The Pas): Mr. Speaker, we
would be quite willing to accept this order if the member would agree that we take totals of ex-
pense accounts of employees rather than copies of their expense accounts.

MR. SPEAKER: Agreed? So ordered. The Honourable Minister of Labour.

HON. RUSSELL PAULLEY (Minister of Labour) (Transcona): I wonder, Mr. Chairman,
would you recall Bill 77.

GOVERNMENT BILLS - BILL 77

MR. SPEAKER: Thank you. Proposed Motion of the Honourable Minister of Finance.
The Honourable Minister.

MR. CHERNIACK: Mr. Speaker, in closing debate on Bill 77, I would like to make some
comments about the contributions of several of the members opposite - the Leader of the
Liberal Party, the Honourable Member for Riel, and the Honourable the Leader of the Oppo-
sition. The one comment that had been made relates to the omnibus feature of this bill. To
the best of my recollection, Mr. Speaker, I was not aware of the 1964 precedent referred to
by the Honourable Leader of the Opposition at the time that I made the decision to have it one
omnibus bill. It just seemed to me that two important factors played a role. One was that the
major thrust of the legislation involving some five or six different Acts was all combined in
the Budget Speech, and I felt that there was a relationship between them and I thought that was
one reason where we could be discussing it. Secondly, there was the usual or the occasional
recurring advisability of updating sections which could be called housekeeping amendments,
which were, again, consistent in several of the Acts and I thought it would be beneficial if we
could discuss them all at once and settle it. I thought that that was a good way of dealing ex-
peditiously with the business before the House. If honourable Members find it awkward, they
find it awkward only in relation to the actual vote on principle, on second reading, because the
point was made that members would have liked the freedom to be able to vote for or against a
particular part of the bill, and that, I recognize, is denied them and I think that was the only
really important point that was made. I recognize it and I don't apologize for it. I still think
it was an expeditious manner in which to handle it and dispose of it.

The principle behind the bill, I suppose, is whether or not we should make adjustments
in the taxation, the revenue features of this year in the budget. That really is the principle.
Do we reduce some taxation and add others, or are we satisfied with the fact that we are making
changes ?

However, having recognized that point, I go on to deal more specifically with comments
made by the Leader of the Liberal Party, who spoke about right to examine records and other
features. The amendments to the Gasoline Tax Act, the Motive Fuel Tax Act, Tobacco Tax
Act, and Part I of the Revenue Act (1964) can be summarized in this manner. Theintroductions
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(MR. CHERNIACK cont'd) . . . . .of the sections were changed to agree with the Revenue Tax
Act as originally passed in 1967. The relevant sections, that's the introduction of the Gasoline,
Motive Fuel, Tobacco and Part I of the Revenue Act, as amended read: '"The Minister, or if
duly authorized for the purpose, any officer appointed by the Minister under this Act, or any
Peace Officer," and that's the additional change, ""may from time to time at all reasonable
times and without warrant enter upon the premises of any person or any persons where busi-
ness records of any person,'" those words were added, "are kept''. Whereas the same section
in the Revenue Tax Act reads and has read since 1967: ""An officer appointed by the Minister
for the purpose of enforcing this Act may from time to time at all reasonable times, without
warrant enter upon the business premises of any person or any premises where business re-
cords are kept. "

So that the difference is: '"The Minister or, if duly authorized for the purpose, any
officer appointed by the Minister, or any Peace Officer' - and that is about the only change,
except that one can enter on premises where business records of any person are kept, and the
principle there is that obviously is apparent, is that there are occasions where the books and
records may be kept in premises other than the business premises of the person carrying on
business.

The introduction to these sections in the Acts that I have referred to now reads before
amendments: "The Minister, or if duly authorized for the purpose, any officer appointed by the
Minister under this Act or any Peace Officer, may without warrant at any time enter upon the
premises of any person other than a private dwelling house'. --(Interjection)-- Would you wait.
I'll just -- The amendment changes the phrase "at any time' that appears in the present legis-
lation to "at all reasonable times', which is in the proposed amendment, and it deletes the pro-
hibitive clause re the entrance of private dwelling house. The first of these changes softens
the section inasmuch as under the old wording we could enter in the dead of the night and had
the right so to do on business premises, and now we are limited to all reasonable times, which
would be normal working hours of a business in most instances.

The second amendment was required as, and I pointed this out yesterday in dealing with
another Act, some businesses operate out of the proprietor's home and it's necessary under
such circumstances to treat those places of business the same as an ordinary place of business.
And there are quite a number who do operate out of their own home, and that can be argued as
to whether that business premise or residence is clearly residence and the denial in the present
section other than a private dwelling house might be interpreted to attack the opportunity to go
into the home of a person who operates and keeps his books in his own residence. Then the
phrase "where business records are kept'" was added to ensure that no fishing expeditions were
made, that an officer entering such premises must be more than reasonably sure that business
records are kept in that premise otherwise he would be subject to criticism. The Leader of
the Liberal Party wish to ask me a question? i

MR. SPEAKER: The Honourable Leader of the Liberal Party.

MR. I. H. ASPER (Leader of the Liberal Party) (Wolseley): Thank you, Mr. Speaker.

Is it not a fact though, that the law as it now stands permits - and I concede probably that it
always did - but while curing, wouldn't the Minister have liked to have cured the aspects of the
law that permit officers without warrant to enter any premise, including a psychiatrist's office,
including a law office, and thereby breach the privilege of confidentiality that a client has with
his lawyer and seize records in a law office without any of the common law redresses that one
normally has, such as appealing to a court for sealing of the material and so on.

MR. SPEAKER: The Honourable Minister of Finance.

MR. CHERNIACK: Mr. Speaker, of course we have the same problem that when a
warrant is issued ex-parte there is still the same problem of entering onto it. There is re-
course. I am not aware of any occasion when the ombudsman or any MLA has been able to
attack the operations of the Provincial Government - or may I say I haven't heard that much
problems in relation to the Federal Government either as to abuse of the power such as sug-
gested by the Leader of the Liberal Party, who brings in the word ""psychiatrist' advisedly and
pointing obviously to the Ellsberg case.

Well, I think, Mr. Speaker, that we have yet to concern ourselves if we have to protect
ourselves in relation to something, having nothing to do with tax enforcement, and start worry-
ing about that aspect. I pause at this moment to point out that of course taxation enforcement



4584 June 8, 1974
BILL 77

(MR. CHERNIACK cont'd) . . . . . laws are tough, they're rigid, they do give power for in-

vestigation to enter into premises and to make searches, and one would hope that there is no

abuse; and that's why I say we have MLA ombudsmen, we have the Ombudsman, and we have

that kinds of protection, and I think mostly we have the record of the financial people or the

enforcement people of the Department of Finance.

Now, Mr. Speaker, the remainder of the sections were basically not changed from those
currently in existence in the particular Acts in question, although one important change was
made in each Act, where the phrase '"if a person is a dealer' was removed and a reference
added '"to products used as well as bought or sold'". This is necessary, as in a number of in-
stances it is necessary to determine whether a person who is not a dealer under the Act is pro-
perly applying the provisions of the Act re produce that he is using, in some instances whether
in fact he should be a dealer.

In addition, under the Tobacco Tax Act, the provision which gives the right to enter a
motor vehicle or any part thereof has been deleted by the amendments. Then there are other
minor changes in wording, "remissible" changed to '"payable", but no further substance changes
have been made nor any powers added. So in summary, the introduction re the Examination of
Records section, was changed to agree in substance with the Revenue Tax Act as passed in 1967,
and the balance of the section left identical to the previous wording in the particular Acts in
question, except for the changes that I've already mentioned.

The Honourable the Leader of the Opposition stated that, and I quote him: '"We believe
that no one should have the right to enter any premise without warrant and not warrant given as
a fiat by 2 Minister." Well as I pointed out the "without warrant right' is contained in the
current statute, has not been added by amendment, and therefore we do have knowledge that
there has not been abuse brought to anybody's attention. May I say, Mr. Speaker, in my rough-
ly five years of having this responsibility I can state clearly that I have not had any complaints,
valid or otherwise, on the question of the right to enter onto premises.

Now the honourable member did mention his concern over the seizing of records. These
amendments have been copied from existing statutes, as well as the provisions relating to
goods being seized, as I have referred to - but may I say, Mr. Speaker, that in the light of the
point made by the honourable member, we did have another look at it and thought that if there's
any doubts about the right to access to records while they're under seizure, we should clarify
the doubt and Mr. Tallin has been requested to prepare an amendment to put into statute what I
believe should be in practice in any event. But I do know of cases where the Federal Depart-
ment of Income Tax has seized records and made it rather impossible for business to carry on
because of lack of access to the records, so that I have requested that this be done and when we
deal in Committee we will deal with that. May I also say in passing that there are a couple of
typos that are also being checked and will be in by way of amendment when we go into Committee.

Dealing more with comments made by the Honourable the Member for Riel - and as I say
the Leader of the Opposition referred to the 1964 precedent of which I was not aware when I
made the decision - but I found now that in 1964 there were changes; there was a tax on cursory
telephone service and other products; there was a land transfer tax; there was an amendment to
the gasoline tax, motive fuel tax, tobacco tax, Mining Royalty and Tax Act, Highway Traffic Act,
Income Tax Act, Legislative Assembly Act; provided for a school tax rebate and made general
provisions applicable to expenses and commencement. Mr. Speaker, that was really anomnibus,
and since I was in the Legislature at the time I would be interested to go back to Hansard and
find out what I said or what my leader at the time said about the presentation of an Omnibus Tax
Bill in 1964. It would be interesting to see whether I was really critical of the Conservative
Government for having done that. Regardless of that, it was done and I don't rely on it as a
precedent, because as I say my decision was made independent of my knowledge or without my
knowledge of that precedent.

However in 1972, we ourselves brought in amendments to the Revenue Tax Act, Tobacco
Tax Act and the Amusements Act; they were amended in the one bill.

Now dealing with the specific other items mentioned by the Member for Riel, he asked
about the control of the exemption dealing with purchase by Indians on the premises for con-
sumption on the reserve, and he asked about registration numbers - and I think I indicated at
the time he spoke that it is proposed that the exemption will be controlled by the use of regis-
tration numbers which are given by the Federal Government to all Indians in Canada from birth.

The question of extension of reciprocal arrangements has been proposed for all the
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(MR. CHERNIACK cont'd) . . . . . statutes covered by the bill and enables control procedures
to ensure that Manitoba residents, be they individuals or companies, who purchase items out-
side of Manitoba which are tax free in the purchasing jurisdiction and have them shipped to
Manitoba, pay Manitoba tax the same as a person who purchases the item in Manitoba. If we
don't have such a provision then persons would escape tax and maybe still do on fur coats, on
jewellery, on anything else that is shipped into the province. The question of enforcement is
always a difficult one, but it is hoped that by this kind of change it would make enforcement a
little easier. The provision does help therefore to remove the unfair competition between a
Manitoba vendor who is situated say close to the border and a vendor in another jurisdiction
who could ship into Manitoba at the direction of his Manitoba customer, goods which are tax
free both in the home jurisdiction and in the jurisdiction of sale. I think I said goods which are
tax free - I mean, ship in goods free of tax in both jurisdictions, which I think is not really
acceptable. The current Act does allow shipments by common carriers or deliveries by vendor
outside of the province to be tax exempt, and is allowed the taxation division with the co-oper-
ation of other jurisdictions to ensure an exemption for a shipment outside of the province
having been properly applied.

Now the point was raised by the Member for Riel on interest rate and he says, '""Why by
regulation rather than by legislation?' I'd indicate to him that previously to the amendment of
the Revenue Tax Act, interest under that Act was set by regulation. All the amendment does
here is to transfer the current rate to the Act and allows the revision of the rate to be made by
regulation, so that the existing Act does not provide an interest rate at all but it does say that
it shall be set by regulation. What we are saying is the interest rate is now set in the Act, but
may be varied by regulation. The same provision has been proposed for the other Acts that
I've referred to. In these three Acts, that is the Gasoline Tax, Motive Fuel Tax, and Part I of
the Revenue Tax Act, the rate of interest has been adjusted by amendments to nine percent
where it was formerly six percent, which is recognized now as being an unrealistic interest
rate. The changes were made in the Tobacco Tax Act in 1972 and in the Mining Royalty and
Tax Act in 1970, so that now the rates which, they are currently nine percent are now stan-
dardized, made uniform throughout.

The honourable member referred to the railway rolling stock tax for motive fuel. Imight
tell him the present practice, or the practice up to now has been that they would pay a motive
fuel tax of 20 cents and get a rebate of 15 cents - and rather than do that we've provided the
tax of five cents, so there's no change in taxation. However, he did mention the Prairie Dog
Express, which one shouldn't really do. Very often one mentions something and draws it to
the attention of enforcement people who may not have paid much attention to it before, but the
honourable member did, so I'll give him the benefit of what I've been told. The tax transactions
of the Prairie Dog Express have not come to the attention of the Taxation Division, but there
was a fast interpretation by the Division as their opinion, that the status would not change be-
cause of the amendment, as the Prairie Dog Express is taxable under the old wording as well
as under the new wording. The current taxable status of the Prairie Dog Express is based on
an opinion by the Attorney-General's Department relating to their meaning of the words in the
current Act, which I quote: "A railway company as defined in the Railway Act (Canada).' This
opinion they state after examining the Railway Act: "A railway means one which crosses a pro-
vincial boundary, or one which has been declared by the Parliament of Canada to be at work
for the general advantage of Canada or for the advantage of two or more of the provinces.! So
that under such opinion the Prairie Dog Express would not be exempt, but the Division is con-
tinuing their research in this regard and a decision can then be made as to how to apply the
law and whether or not to give relief to it.

The question was asked by the Member for Riel and also by his leader, as to the cost of
the two-cent reduction in gasoline and motive fuel. It is estimated by our department that the
cost of the reduction of taxes as proposed in Bill 77 would approximate some seven million
dollars, and it is also estimated by the Mines Department that the revenue to be expected out
of the oil, or the mineral taxation act which is awaited breathlessly by all of us, will be
approximately eight million, but it's just an estimate, and therefore we think this pretty well
in balance and possibly creates a bit of a margin.

The Member for Riel was astute enough to note some change in wording, which I wasn't
particularly aware of ~ but his concern that the wording of the amendments to the interest
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(MR. CHERNIACK cont'd) . . . .. provision refer that payments will be payable to the Mini-
ster for the use of the Crown, and not into the Consolidated Fund - and worried whether such
changes in wording may have changed the use of this revenue and be a use as different from
moneys falling into the Consolidated Fund. I'm informed that the Legislative Counsel has
stated that this wording which is now being used is traditional, and certainly there is no segre-
gation made by the Taxation Division. Inthis regard all funds received are paid into the
Consolidated Fund.

He referred to the preferred position of government re debts owing, and argued that the
amendments will put the Government in a preferred position over other creditors inbankruptcy,
and the Province would rank behind the Federal Government in this regard. There's references
to the Gasoline TaxA ct but nonew collection procedures are added here, unless he refers to the
right to issue third party demands or a warrant to seize goods. But as I pointed out to him,
what we were dealing with was trust funds. The moneys that are payable under these Acts are
held by the dealer as licensee, as collector or agent for Government, and the moneys are
being taxed to the user, and therefore the agent himself is not liable for payment but is liable
for collection. Therefore the moneys owing are moneys paid by the user, the consumer, into
the hands of a trustee for the benefit of the Government; and therefore they are trust moneys -
and I believe it's clear, that we should be entitled to take our money out of the pot rather than
rank in line with other creditors.

On the extension of powers re the right to examine the records, I think I've dealt with that
in relation to what was said by the Leader of the Liberal Party. Now he did notice a point (I
mean the member for Riel) about appointing new directors, growth in Civil Service. These
are not new people, but these are the designation of existing employees - that makes it possible
to appoint them or designate them as director or perhaps alternate. The reason really is, an
irritation I felt, Mr. Speaker, when I found that a decision would be made by "the Minister",
and then there would be an appeal from that decision to ''the Minister". And it's true, I never
made the decision initially, but it was made in my name. But then the appeal would come to
me, and on the record it would appear as if the same person is considering the appeal, and
therefore I've rather studiously avoided getting involved in the initial decision; so that ineffect
the decision was made by the department, the taxpayer was informed of the decision, and when
an appeal came to me it actually did come to me as a new matter for me to look at - and although
I may have the bias that goes along with all people who have my job, nevertheless I could look
at it for the first time, not only actually as is always the case, but on the surface and apparent -
and that's why we wanted that the initial decision be made by a "Director" rather than by 'the
Minister', but there is no need or intent to increase the staff for that purpose.

» As 1 indicated, the railway tax got a new tax, but is a netting of five cents a gallon. The
member referred to the discussion and power of Cabinet to reduce the rate. 1'll deal with that -
that is under Mining Royalty - I'll deal with that briefly when I comment on his leader's contri-
bution. The definition of mine - and that's rather important, because the member did refer to
that. He was concerned different mines would be taxed independently under the Act, but this
isn't the case. I point out that the taxing section of the bill refers to the income derived from
the operation of a mine, and the Act provides by subsection 44 as amended by Section 76 and
it will read: '"All mines owned, leased, occupied, worked or operated by the same person, or
under the same management or control; or the income from which accrues to the same person,
shall for the purposes of determining the liability to pay royalty tax, and for the purposes of
calculating income from the mine, be conclusively deemed to be, and be dealt with one and the
same mine, and not as separate mines." --(Interjection)-- Read it again. Well my note says
Section 4, subsection 4. And, Mr. Speaker, I want to make sure that it expresses the intent,
and the intent is to have one rate applied to all companies. The intent also is that if there is a
change, then the change will be in the rate, not as it applies to one company but to all. And if
there is any doubt - when we deal with it in committee, we can ask Mr. Tallin if there's any
doubt. I have no objection to a re-wording that will carry out the intent.

Dealing now with the contribution of the Leader of the Opposition last night - well he dealt -
I see, I've already dealt with the omnibus feature, with the new clauses. I recognize with him
a great desire that we be fair to taxpayers, but also I think it's important that taxpayers be fair
to each other. The only way they can be fair to each other is to make sure that they all equally
pay the taxation and not relieve themselves of payment in such a way that the burden falls on
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(MR . CHERNIACK cont'd) . . . . . other taxpayers who are honest and do the reporting. And
as I say, there is no evidence of abuse; and as I say also, there's nothing new in the sections
here, except that they are made uniform, are consistent with others. I will be able to refer
members in almost every case, by way of a concordance, with other existing statutes where
there are changes.

The Honourable Member did make a point - where the Minister suspects evasion - and I
remember, I did have the answer for him, and I do want to find it because --(Interjection)--
Pardon? I have to find the bill first. --(Interjection)-- Let me find the bill. Thereisa
section which appears on Page 8: Where the Minister is informed or suspects that a person is
or about to become indebted, or liable to make any payment to a collector, deputy collector or
a purchaser indebted, he may by registered letter demand of that person that the moneys other-
wise payable by him to the collector be paid to the Minister. I interpret that to be an automatic
garnishing order. That's all it is. He can demand - Mr. Speaker, may I transgress by refer-
ring to new Section 17(9) appearing at the top of Page 8, where the Minister is informed or
suspects that there is an indebtedness coming about. If he is concerned about the tax collector
paying the bill, then he is through this section entitled to make a demand on the person who is
liable to the collector and therefore just as effective a garnishing order, by-pass the collector
in order to get payment. That's my interpretation, I don't think the honourable member would
find that objectionable.

There is another section which appears at the top of Page 10, where it deals with the
Minister, if he suspects that a debtor is about to leave Manitoba may for that or any other
reason by notice . . . and that is something that I think he and I remember we were taught in
second of third year Law as being a necessary part --(Interjection)-- May I ask the Leader of
the Opposition to signal to me if I have responded to his question. If not then we'll deal with
that in Committee.

Now the right to change the rates of taxation. Mr. Speaker, you will recall that we
originally had proposed that the rate of taxation would be tied to royalties and be dealt with as
economic rent and would be considered that as the market changes, as world prices affect the
product that we 're dealing with here, and that is the use of our own natural resources which
we consider are owned by the people of Manitoba, that we would be able to influence economic
rent, or change economic rent in accordance with what we learn as to the market and as it
changes. We have had very little quarrel with that principle, Mr. Speaker, and I might say
we've not had much quarrel from the mining companies or one would know from the oil com-
panies who accepted that windfall profits that are not related to investment or not related to
the enterprise or endeavour of the individual companies is something in which the people who
own the natural resources have a right to claim economic rent. For that reason we felt that
we could and should have the right to charge that rent on a changeable basis in order to be able
to accommodate to that problem.

Now when there was expressed the fear that the Government could by Order-in-Council
bankrupt a firm or put it out of business by arbitrarily raising the rates to an unconscionable
or unreasonable extent, we then thought well all right since we don't intend to do that, since
we want to accomplish what we said we wanted to and did not want to give people a further
opportunity to imply motives other than correct ones, that we would put a ceiling and we have
done just that. What we have said is we cannot tax more than 23 percent, and that was based
on a calculation of what would have been consistent with the experience for the last year plus
the knowledge of the market increase at the present time. And therefore we've said 23 percent,
but recognizing that market conditions may change we did provide that there could be a re-
duction and we do plan to look at it, to listen to the companies, to watch the market and to have
the right to reduce the tax below 23 percent back to the 15 percent which is the present tax.
Because that was our intent. We think it's practical, it's feasible, it's not new, it is done in
other provinces and we even have that right and have had traditionally for a long time in con-
nection with the royalty charged on Crown lands in oil, has been in the Mines Act. I think
members will find it in the Mines Act as having been there for many years.

Nevertheless there's been a strong pitch made that we deny ourselves that right. We're
not inclined to do so. We can look at it again; we can see in another year, especially now that
the Minister of Mines has decided to let his bill rest while further discussions are carried on
with the mining companies and with his own department to develop and I think probably to do a
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(MR. CHERNIACK cont'd) . . . . . dry run on the basis of the Bill which he's holding in abey-
ance, that we can then see how it would have developed under his proposal in this year and how
it does develop under this Act in this year and next year we can have another look at it with
more knowledge.

So with that, Mr. Speaker, I commend the Bill to honourable members and trust that we
can deal in Committee with the specific sections and complete this Bill in this House.

QUESTION put and carried.

MR. SPEAKER: The Honourable House Leader.

MR. PAULLEY: I wonder, Mr. Speaker, whether it would be agreeable to go into Com-
mittee of the Whole House. I have discussed this with the House Leader of the Official Oppo-
sition. We would, if it's agreeable go into the Committee of the Whole House to deal withBills
89 and 77. And thenifwe . . . --(Interjection)--

. . Ican't find it. And then I would suggest we go into the report
stage after that on the amendments. Well if you don't mind, Mr. Speaker, a short consultation.

Mr. Speaker, and to the Leaders of the other Parties, we're having a little difficulty in
reaching the Legislative Counsel, and I'm wondering whether or not it would be agreeable if
there are amendments that were to be proposed and referred to by my colleague the Minister
of Finance, whether it would be agreeable to go into Committee of the Whole House and if we
can reach Mr. Tallin - certainly make every effort to - and if we don't have those amendments
it will be agreed that we will not proceed on Third Reading until those amendments are available.

MR. SPEAKER: The Honourable Leader of the Opposition.

MR. SPIVAK: Mr. Speaker, one of the problems we have is, and I think one of the values
that Mr. Tallin would contribute to the discussion would be, particularly with respect to the
snooper clauses, some ability to be able to, to be able to indicate both what has happened in the
past and what other statutes involve. I think our concern here, and I appreciate the general
desire on the part of everyone to facilitate the working of the House, but the fact is, Mr.Speaker,
that with respect to the principles involved it's necessary I think to know what is in the other
statutes to be in a position to deal with it with some knowledge of the legislative wording in
other Acts, and possible changes that can occur.

MR. SPEAKER: The Honourable Minister of Labour.

MR. PAULLEY: Mr. Speaker, then rather than proceed we'll still have the hook out for
our learned friend the Legislative Counsellor. I wonder then would you call Bill 83. I note the
Leader of the Liberal Party is here. I'm sure that he is anxious to get cracking on 83.

BILL NO, 83

MR. SPEAKER: The Honourable Leader of the Liberal Party. Bill No. 83.

MR. ASPER: Mr. Speaker, to summarize the position we had put on the record yesterday,
we take the position that offering us 40 pages of law, very complex law, at this time of the
session, at a time when we have inadequate research and inadequate time for advice and con-
sultation and inadequate community involvement in trying to perfect the Bill, we consider this
to be an abuse of Government power. We also question the Government's sense of priority.

The point I made yesterday being that it's our view that the Government has a finite or limited
ability to act for the public. There are things required that have a greater urgency than this.
That even if this were valid on other grounds we would still question the Government's decision
to set up a machinery and attempt to go into a business which would have a tendency to sap the
energy of any government.

Third, we question whether the Government has any mandate to do this. We recognize
that there was an allusion to going into the Fire Insurance business but certainly in the election
it's our view that the public was not acquainted with the Government's broader view of the in-
surance field, going into multiple line.

And fourth, I had made the point that if there was going to be a government intervention
in this sector of the economy, and I had asked for a clarification from the Government benches
as to what this was all about because we saw this and we see it as part of the trilogy of state
intervention in a series of areas where it is unwarranted, or unproven to be necessary or even
desirable, and therefore raises with the members of the Liberal caucus the question of is it
going into business for its own sake. And because the Mines Minister had made the fairly strong
statement that he wanted to go into business and the Member for St. Matthews had made the point
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(MR. ASPER cont'd) . . . . . that even in the treasury branches he wasn't looking to go into
areas that weren't presently serviced where there might be losses, he was looking for the
most lucrative of markets, the most profitable market, because he believed, and as I believe
the Mines Minister believes, that there is a reason, a justifiable reason for Government going
into all sorts of business which has as its motive not service of the public but profit making.

That being the case, Mr. Speaker, we believe that Bill 83, as Bill 82, as did the Trading
Corporation Act, poses for Manitoba a profound change in direction for Government. It has
been standard for Government to regulate the economy, to arbitrate the economy between con-
tending forces but not to be the economy. Because we believe that when Government has a
stake as opposed to a tax interest in the economy the Government loses its credibility, Govern-
ment loses its ability to act as the referee in society. Also, Mr. Speaker, we fear that since
there seems to be a trend, and not denied by Government, toward going into business for its
own sake, which is as I said state socialism, state capitalism -- I don't say that as any kind of
an accusatory dirty word, Mr. Speaker -- that the philosophy of socialism is forced on econo-
mies, a successful one, in some cases it's valid, it's appropriate. I don't think it's appropriate
for Manitoba, I don't think it's appropriate for Canada, but at least the question has now been
posed and I feel that it is such a pervasive kind of a decision that this Legislature is being
asked to make that more time is required, more public opinion should be expressed.

Finally, we have said that if the Government feels it necessary to do this that it do it on
a fair basis; compete fairly and take no advantage of Government power. Because if they do,
if they do compete unfairly, then it will be only a short time before the private sector in this
industry is impaired and jobs are lost and companies may close, that are marginal, because
they can't compete against unfair competition. And unfair competition in this case is measured
by having to compete against somebody who doesn't pay any income tax, somebody who doesn't
have to make a profit, doesn't have to account to shareholders in the normal business sense.
-—(Interjection)-~ You weren't here, Mr. First Minister, when we had our lesson in history
yesterday. I made the point though that Air Canada was set up at a time when a national need
could be proven and that there was no one to compete against. I also expressed the hope that
some day Canada will become developed enough where we don't require state industry. But
there will be times, certainly until the end of this century, where services are required by the
public where the private sector is unwilling or is incapable of providing the service and we will
look to Government to provide those services, whether it's in transportation, provision of
energy, provision of communication, broadcasting and so on.

But the question of unfair competition was dealt with on two bases. One, that the Crown
corporation should be set up and priced to pay taxes so that it does not gain an unfair edge.
Second, that it not provide laws which skim off to the Crown corporation the least risky and the
most profitable business. And if the Government were prepared to do that we said that we could
be less concerned about the legislation, we'll look to the Government to seek no advantages
which would impair the private sector. But if the Government doesn't then of course it becomes
clear, the accusation becomes very valid and sustained that the Government wants this business,
wants to go into business, and then as I said yesterday it raises the question of what's next.
And that is something that the people of Manitoba have yet to express themselves on. Because
when it's been raised politically, when it's been raised in elections the First Minister particu-
larly has made a great point of denying it and always leaving the public with the impression that
government will only intervene in the economy when there is proven need and the private sector
has failed at the request of government to respond adequately to the need.

Another aspect of the bill that we would ask for consideration for change in is if the Gov-
ernment is bent on going ahead -- and we recognize the Government's majority, we know that
the Government will pass the bill if it so desires -- we would ask the Government to take
seriously the suggestions and the criticisms of the Opposition, but if Government is bent on go-
ing ahead then build into the bill an amendment which requires that the non-automobile section
of the Insurance Corporation be audited separately.

Mr. Speaker, the Minister responsible is indicating that it is in the bill. I know the
section he's referring to and I question whether it is in the bill in the way we would like to see
it. If the Minister is saying that this will be accounted for separately, that administration costs
won't be blended, that underwriting losses won't be blended and that profits on investments
won't be moved around, then at least government will have done the one thing that it ought to do,
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(MR. ASPER cont'd) . . . . . and that is to account squarely and allow the public through its
representatives in this House to comment annually on a genuine profit and loss and balancing
position. The Minister is nodding his head affirmatively and I welcome his assurance of that
and I say, I put that on the record in case he doesn't say it when he closes debate, it is now on
the record that at least the Minister is saying that we will have an accounting on a separate
profit and loss and balance sheet basis for the multiple line aspect of the Insurance Bill.

Now while he's being amiable and agreeable, perhaps he might also in closing debate or
in amendment in Committee build in some assurances as to who's going to sell this insurance.

How is the marketing plan going to be developed ? What commissions will be paid? Will
the Government make some assurance that if there are those industries, those in the industry
today who are severely impaired or who fail as a result of the competition from Government,
that there will be some formula for buy-out should they desire to be bought out.--(Interjection)--
Mr. Speaker, the Minister is saying that our party was opposed to the section - it was not our
party. It was the Member for Lakeside.

A MEMBER: St. Boniface.

MR.ASPER: Oh,-yes. He opposed the expropriation. He opposed the nationalization.

Now, Mr. Speaker, we would like some assurance from Government that those who have
served this community for a great number of years, whether they're co-operative insurance
companies --(Interjection)-- the Minister is saying 6(1)(f). All right, Mr. Speaker, the ob-
jection that the Minister is drawing my attention is that we are not asking the government or
we are concerned that the government arrogates to itself the power to acquire by purchase or
any other means the companies, but because we don't want the government going out buying up
a lot of companies. That is our position. But what I am saying now, is that where there are
failures, where a co-operative or a non-profit insurance company fails, that the government
will undertake to take over and maintain the employment if it goes into the business at all.

Mr. Speaker, again I raise that the Minister - the appeal of our party - that since there
is no possibility that he can get into this business within the next nine months, twelve months,
but I would think the Legislature will meet again in something like seven or eight months, we
would ask that he remove the bill. He can take the inter-sessional period to set up his mach-
inery, do his homework, do his studies, and putthat study before the House next year, so that
when we vote on a bill of this magnitude, of this importance, we will know precisely what the
projections are, precisely what business the government intends to monopolize, isolate to
itself, and then at least the people of Manitoba and the people affected by this bill will have a
much better view of the government's real intent. To do otherwise, having introduced the bill
so late in the session, smacks of arrogance, Mr. Speaker, it is bordering on tyranny of the
majority. Now, Mr. Speaker, the government as I said yesterday has laughed at us every time
we have raised the spectre of state control, has been one of its objectives. But, Mr. Speaker,
here is a chance for the government to show that it is reasonable, that it's willing to not impose
its control; that it's willing to listen to reasonable people who want to express themselves on
an issue that the government does not have any evidence which supports its view of proceeding.

Mr. Speaker, we have heard complaints about the insurance industry. Well, what are
those complaints ? We've heard as partial justification for this bill, that there are people in
this province who are not being given proper coverage. Now, we have no evidence before us
to that effect. But if that's a statement by government, that's a complaint against the existing
structure of the industry. We have also heard complaints alluded to, that people in northern
Manitoba are not being given reasonable rates, or there are lack of coverage areas because of
high risk, because of lack of fire protection, or what have you. We don't have any evidence in
front of us to prove that, although we should have, we should be given that evidence. Well let's
assume for the moment that it's true, it's a complaint. We have also heard that there are
absentee owners in the insurance business who are draining premium money out of Manitoba.

Now, knowing the position the Liberal Party has taken in the past on that issue, Mr.
Speaker, you would know, honourable members opposite would know, that if there were evidence
to that effect, that I could be shown that our position would be a little different on the bill - be-
cause although we would not recommend the passage of the bill yet, but if there is an extraction,
a net extraction of capital from the province by absentee owners then, Mr. Speaker, we will
propose something that would stop that.

Mr. Speaker, the only other possible complaint - well there are two other possible
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(MR. ASPER cont'd) . . . . . complaints against the present structure - one could be, the
rates are too high. But, Mr. Speaker, no one has made that complaint. The reason no one
can make that complaint is that in this province of how many - a hundred or some insurers -
many are non profit. Many operate on a patronage system of rebate, and therefore I don't
think, I'm quite confident from my own experience in the field, that no one will make the case
that rates, premium rates in Manitoba, are high, or unduly high or higher than anywhere else
in Canada. In fact, Ithink they might be lower. So I don't think the government is really say-
ing, we are going in because the private sector has a monopoly, or the private sector is goug-
ing, cause there are other ways to deal with that if those complaints were true. It is possible
to make a complaint, and now again, no evidence before us to justify the complaint. One could
say that the insurance companies in Manitoba are collecting X dollars in premium every year
and are investing that money in Ontario, or in B.C. or in the United States, and that Manitobans
are not beneficiary of this financial device. Now again, Mr. Speaker, not a shred of evidence
before this House, not a shred of evidence in the government's files to even suggest that pos-
sibility of complaint. But, Mr. Speaker, if that were all true, if that were the indictment that
warranted the Government setting up an insurance corporation, going into business, giving up
its time, its Cabinet time for other decisions, to this one phase, Mr. Speaker, there is a very,
very, simple way in which those complaints if they were warranted, if they were supported by
evidence, could be justifiably stopped and healed - regulate, Mr. Speaker. That is the solution
to complaints about any industry that is not performing well. Now I don't accuse the insurance
industry for not performing well, but if those are the bases of the government's charge which
warrants their solution of going into business, then, Mr. Speaker, it's a case of taking a shot-
gun to Kkill a mosquito when a swatter would do better.

There are two ways the government should respond if those kind of complaints were justi-
fied: (1) One goes to the industry and says, this is what we the people say has to be done, we
ask you to voluntarily police your industry to solve these problems. (2) When industry fails to
respond, then it may be necessary to pass laws which regulate the industry. Now it's very
simple, Mr. Speaker. That doesn't mean the state takeover; that doesn't mean state inter-
vention; that doesn't mean state operations in the business, with all the risks, with all the
bureaucracy and with all the dangers that that could mean - but it's been part of Liberal policy
always to regulate rather than compete or take over. Regulate means this: You simply say to
the insurance companies, if you want a license to do business in Manitoba, you must take all
risks; those risks that are very much like the assigned risk plan we used to have in automobiles;
those risks which you don't want because they're too-old buildings you don't want to insure,
whatever, will be assigned and divided amongst you, just as the automobile insurance industry
used to do with poor risk drivers who had to have insurance. Second, Mr. Speaker, if northern
Manitobans aren't covered - if that were the complaint, one could require the insurance industry
rates to be set, just as our bus rates are set, just as our hydro rates are set, telephone rates
are set, and private gas companies rates are set. If there are absentee owners then, Mr.
Speaker, it's a very simple thing, one simply regulates by saying that for every dollar of
premium income collected in the province, until losses are paid out one dollar must be invest-
ed in the Province of Manitoba - and that's been done by Canada, it's been done by the United
States, it's been done by Australia, it's been done by a lot of jurisdictions, the experiences are
there. If one is saying that we don't approve of the investment policies of this great pool of
money, we want that pool of money, we will invest if more wisely - well, Mr. Speaker, this
government's record of investment is not particularly inspiring and I would say, Mr. Speaker,
that this raises the fundamental question which the Mines Minister keeps raising, this is the
fundamental difference between the New Democratic Party and certainly the Liberal party.

And that is this, that this Government and this Party believes that a dollar invested through the
public sector is more valuable, more effective, and more desirable than a dollar invested in
the private sector.

Mr. Speaker, we had a debate in this country that raged for six years over the Carter
Report on tax reform. And the single issue there was exactly this, how much money do you
want to leave in the private sector ? Where is capital more effective, in the private sector or
the public sector? Now, this is not inconsistent, this bill is not inconsistent with the NDP's
position on the major tax report. They took the position then that several --(Interjection)--
Mr. Speaker, the Labour Minister says that that's why it's here, and that's not quite right
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(MR. ASPER cont'd) . . . . . because the tax reform was modified dramatically when it was
discovered how much of an extraction the public sector would be taking from the private sector,
and I think Canada benefited from the watering down of the very stringent Carter Report pro-
posals -—(Interjection)-- Mr. Speaker, the Health Minister - I'm sorry, the ex-Health Minister
asks, did I agree with the Carter Report? It's difficult to say yes or no to a 1300 page report.
Now, there was a considerable amount of good, there was a considerable amount of bad, but

on balance, Mr. Speaker, the Report had more bad than good; and the things that were good, I
believe a good many of those were brought into the law, some of the bad was rejected - and the
tax system, although I certainly feel there's room for great improvement, was reformed and
made a little better. However, the products in the end is one of the most colossally incompre-
hensive piece of legislation involving degrees in higher calculus in order to figure out your tax.
Mr. Speaker, the point here, is if you think that the fund of money, the pool of money that
comes into the insurance business should be invested in a given way, even though I believe that
the private sector will generally make a better judgment as to what investments to make - but

. if the Minister wants to stand up and say which is his wont, or certainly I believe the Finance
Minister does - and say that we want this money so that we can invest it in more schools and
more roads and more hospitals, which is a very appealing kind of rhetoric, Mr. Speaker, but
that's all it is, it's rhetoric - then if that's all this government wants, then it simply says to
the insurance industry, which already does invest in those municipal bonds, that X percent of
your premium income must be invested in these kind of securities, and Y percent in these kind
and Z percent in these kind; and if you say we want these insurance companies to provide entre-
preneurial capital, then you say you must invest a certain percentage in common stocks and so
on. But, Mr. Speaker, that really isn't what the government wants, I don't think. I think what
the government wants is the money. I think the government wants to control as much of the
capital of this province as possible, that's why it's difficult to debate what to do about an in-
surance situation because no matter what we say, I have the feeling that the treasury side at
least is going to say, that's irrelevant because we're going into the business; because we want
to go into the business; because we are going to make money; we want to take all the capital we
can and invest it our own way. Mr. Speaker, as I say, I come back to it, that poses for Mani-
toba a very basic issue.

Now, Mr. Speaker, again and finally I ask the government to produce some study, some
research, some document that has been objectively prepared, that has data that is verifiable ;
that says this is desirable, that this is needed, that this is wanted - something. But to arrogant-
ly sit silently while Opposition questions this indicates to us that there is no study, and that
this is pure ideology that's ruling the government - and that again raises the question, who's
next? And that creates uncertainties in our province which impair and impede capital formation
and entrepreneurial investment.

Well, Mr. Speaker, we don't know what the impact on the agents is going to be. We don't
know what the impact on the industry's going to be. There is no impact study, even after having
said you should prove to the public that this is worthwhile, that it's warranted; there's no im-
pact study telling us what the effect will be on those who will be affected by the decision. So,
Mr. Speaker, it's our view that because, and fundamentally because the question that has to
be put every time we add to the law of this province - is this trip necessary ? - because that
question hasn't been answered, because no evidence whatever has been put before us and be-
cause the government does not indicate that it even has private evidence to answer the question
affirmatively that yes, this is necessary.

We again appeal to the government to withdraw the bill, to put the bill before an inter-
session committee to study the insurance industry in Manitoba to determine whether there's
need or room for government interjection, and then to move one way or the other, having had
a conclusion at the next session of the Legislature - in which case the government's plan, if it
were to go forward, would in no way be delayed because the government could not be ready to
go into this business and staff to go into the business before next session in any event.

Mr. Speaker, I hope the government will study finally - a study made by the Canadian
Underwriters Association published in the Canadian Underwriters magazine, which indicates
that just because there's an industry one does not necessarily make money, the insurance in-
dustry last year in 1973 chalked up the biggest loss on underwriting in its history in thiscountry,
the loss being something like a hundred and some million, $132 million.
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(MR. ASPER cont'd)

Mr. Speaker, the year before it lost money, the year before it lost money - and the only
way industry makes money is by accumulating capital, and investment income covers the under-
writing losses. Mr. Speaker, we don't have that situation with a government corporation. We
don't have a built-up surplus - and somehow it becomes obvious, unless the government intends
to inject say fifty to a hundred million dollars of investment capital into the corporation, it's
the only way we can avoid losing a very substantial amount of money. What makes this govern-
ment believe its underwriting experiences will be any better than the industry average ? Given
that it will be as good as the industry average, you will lose money. The only way you will not
lose money is if you take X tens of millions of dollars, probably at least $10 million, and in-
vest it - and you would, say, invest it at 10 percent - I'm sorry that wouldn't do it, you'd need
$50 million, because you will have underwriting losses of several million dollars the first year,
no matter how good your - unless you only insure the sure things, in which case you have
creamed off the profitability from the rest of the industry.

Mr. Speaker, the viability - the viability --(Interjection)-- well, Mr. Speaker, I answer
that question by indicating that the way the insurance industry makes a profit is by having
accumulated profits in the past, accumulated capital in the past, plus investing the premium in-
come and that produces the profit which offsets the loss from underwriting. Now, Mr. Speaker,
they do not do it on the premium income alone. They do it on the built up surpluses. There-
fore —-(Interjection)-- No. Which they obtain from profits. Mr. Speaker, I don't think that the
public of Manitoba should invest 30, or 40 or 50 million dollars in a business enterprise which
isn't required, which doesn't fulfill any need and which only complicates government, only adds
to the work of government at a time when government is strained in any event to do the things
that really ought to be done in this province. So as a sense of priority, this makes absolutely
no sense to this Party. I hope the Minister will put something before us that can change our
view, but I doubt it because I don't think any information, any evidence to the contrary exists.

..... continued on next page
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MR. DEPUTY SPEAKER: The Honourable Member for St. James.

MR. GEORGE MINAKER (St. James): Thank you, Mr. Speaker. Mr., Speaker, I've sat
listening to debate on Bill 83 and most of the speakers that have spoken I've been here tolisten
to and in particular from the Government side, and to date I have had no sound reasons given
to me that the Government should go into the general insurance field. We've had comments
from the Honourable Minister responsible for public insurance when he introduced the Bill
about the fact that service was not available in certain areas of our province, that agents were
not able to get prices from the insurance companies to insure facilities in Manitoba; we have
no facts given with these. We just have broad statements implying that there is non-competition,
that there is no interest in the general insurance field to insure facilities that are owned by
people in certain areas of our province. I have investigated this on my own and talked with
people in the trade and in the profession and the information that I am receiving seems to
indicate that these statements are not necessarily founded and I would suggest that the
Honourable Minister look into the field more carefully.

And for this reason, I suggest, Mr. Speaker, thatthe Government has not really
seriously looked into this field that they're proposing to get involved in, and I think it was quite
evident when the Honourable Minister of Mines and Natural Resources stood up to speak on this
bill and used incorrect figures, and was misinformed either by the Honourable Minister res-
ponsible for the public insurance company or was not really knowledgeable in what they were
proposing in the bill and what in general he was speaking about. And I was quite surprised
because I have great respect for the Honourable Minister of Mines and Natural Resources as a
man who is a very intelligent individual and usually is very sure of his comments in this
House, but that particular speech he was not. I suggest this is the background of this whole
particular Act that is being put forward to'us, that the Government is not prepared to go into
this field, they have not researched it satisfactorily and I think this is quite evident when the
Honourable Minister indicated that the loss in the auto insurance field for Canada was 133. 8
million, when in fact he was talking about the loss for all of the general insurance, including
the automobile insurance for Canada. So this Government, Mr. Speaker, doesn't even realize
what the loss is for the insurance companies in Canada and they're proposing to go into it.

And I suggest, Mr. Speaker, that the Government has no track record to indicate that
they are competitive or will provide a better service for Manitoba because if one looks at the
underwriting profit and loss in Canada for 1973 that was given in the Canadian Underwriters'
Report, that if one looks at our own Autopac - if we look at the track record for Autopac in
this last year, that we have I would say a population of about 22 million people in Canada and
I think we have about one million people in Manitoba. So if we use a ratio of people to cars,
and I think there's a relationship, there might be a slight error, but about five percent of the
cars in Canada are in Manitoba, roughly about five percent, five to six percent. And if we
look at what the loss in fact was for auto insurance in the past year in Canada from the report
that the Honourable Minister had - he had the copy of this, excerpts from the Canadian
Underwriters Magazine, that the total loss for all insurance in Canada was about $133, $134
million, and if the total amount of premiums that were written on auto insurance in Canada
were in the order of 45 percent of that, I think the total auto insurance written was somewhere
around, oh, 1. 35 billion, that if we apply that ratio, we'll say 50 percent of that loss, the
133. 8 million went to automobile insurance, around 70 million we'll say. And if five percent
of the cars are in Manitoba and we add the $10 million loss that was experienced by our own
Autopac to that field--and, Mr. Speaker, I'm not too sure what the Saskatchewan Government's
loss was this last year, or whether in fact they had a loss, I don't know, maybe the Honourable
Minister responsible for insurance might know what the loss was in Saskatchewan last year,
or whether it did. So we'll assume maybe they matched Manitoba's record of 10 million loss,
and I would doubt possibly that they did--we're looking at an $80 million loss in Canada, some-
where between $75 and $80 million loss in Canada for auto insurance last year. And if we
apply that 10 million loss and compare it to the 80 million we're talking somewhere in the
order of about 10, 12 percent.

Well, Mr. Speaker, five percent of the cars in Canada, all of them in Manitoba, five
percent of the cars represent 12 percent of the total loss in the auto insurance field for Canada.
Now is that a record to pat oneself on the back with, Mr. Speaker. Five percent of the autos,
all of them located here in Manitoba, are responsible for 12 percent of the losses in Canada.
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(MR.MINAKER cont'd) . . . . . That's a pretty good record to show that they should go into
insurance. So the question comes up, Mr. Speaker, are they going into insurance for service,
or are they going into it for profit. This is the basic question: Why would they want to go into
it for profit if there isn't a profit there? Then the next question is, well maybe they want to
control the cash flow of another part of our economy.

Mr. Speaker, the Minister indicated that there was no competition, not really good com-
petition in the general insurance field, but I hope to show in the next few minutes that there is
competition here in Manitoba in the general insurance field, and quite keen competition. I'd
also like to maybe comment on the Honourable Attorney-General's part of the debate when he
stoodup, I would think with tongue in cheek, and said, we have to give the people of Manitoba
freedom of choice of buying general insurance. He said that, Mr. Speaker. He stood up and
said, "We as a Government have to give the people of Manitoba the right to buy government
insurance. " But on the other hand - on the other side of the cheek, no, we can't let the auto
insurance people come in here and let the people of Manitoba have the right to buy private auto
insurance and compare it to public. Oh, no, they couldn't do that. So, Mr. Speaker, I
couldn't really take the Honourable Attorney-General's comments too seriously because he
would like it on one hand to give freedom of choice in general insurance because they want to
get into the market to try and control more of the cash flow that we do have in our province,
but on the other hand to not have freedom of choice for you and I when it comes to automobile
insurance. So, Mr. Speaker, I couldn't really take the Attorney-General's comments too
seriously in this debate because he obviously was trying to protect his comments and his part
of the decision-making in Autopac that took place here many years ago - some four or five
years ago.

Mr. Speaker, I was also somewhat concerned when the Honourable Minister of Mines
and Natural Resources from his seat, in one part of the debate, said that, '"No, we won't allow
the private insurance companies to insure our public buildings, our provincial owned buildings.
We'll look after that ourselves.'" Now, Mr. Speaker, what does that mean? What does it
really mean to the insurance and to the people of Manitoba in terms of getting the most efficient
rate for the coverage of buildings that the public own versus a captive company, a public owned
company insuring these particular buildings ? Because, Mr. Speaker, if you go to the City of
Winnipeg Financial Statement of 1972, it's a public document, the annual financial report,
on Page 41 of that particular report it shows those particular buildings that are exempt from
City taxes and they are owned by the Provincial Government, indirectly or directly. And if
you look at in our own City of Winnipeg here, which is about half of the buildings I would think
that are owned by the Government, so forth, that there is - and I'm talking in assessments
now, not actual values of buildings, because they're probably about four or five times the value
that's shown as an assessment - that the universities and general buildings that are owned by
the Province of Manitoba, to a total of $90 million. The Legislative Building that we have
right here is assessed at about five million dollars. We also have hospitals that are shown at
somewhere in the order of $25 million in assessments, which I think the Honourable Minister
of Health and Welfare would agree is a very low figure in actual value of the hospital com-
plexes that he has the administration responsibility for, at $25 million. And schools are 65
million. Mr. Speaker, this comes to a rough total of $185 million in assessment; and if we
compare that to the total assessment of $1-1/4 billion in Winnipeg last year, you're looking
at some 14 to 15 percent of the properties that are in the City of Winnipeg, and I would think
it would be proportionate to some degree in the rest of the province, are now going to be
covered by insurance, non-competitive, there will be no checking of prices; fifteen percent
of all of the holdings in Manitoba, the assessment values, will be financed by this public
insurance company. They will become the biggest general insurance company in Manitoba,
Mr. Speaker. I've checked with the industry and they indicated any one particular company
that would have the underwriting of 15 percent of the assessment of the province would become
the biggest general insurance company in Manitoba.

And, Mr. Speaker, why would they want this? Because they will get locked into certain
things if this happens, and they will not necessarily be beneficial to you and I and the rest of
the people of Manitoba, because, they like any other insurance company to some degree, will
only accept a certain amount of risks and then they get involved in what is called re-insurance.
And if there is one company who is looking after the insurance for these particular buildings,
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(MR. MINAKER cont'd) . . . . . the public owned buildings, they will get locked in and com-
mitted to the re-insurance companies and they will not necessarily get a competitive and fair
price. These re-insurance companies will probably be located outside the province, like they
are now, so that you're not gaining anything. And, Mr. Speaker, I suggest that why would the
Government want to do this. Because I believe that in Manitoba, and these are the 1972
figures, insurance companies that are licensed in Canada through the Federal Registration
License, to operate in Manitoba, there's 273 companies. That was in 1972. And of provincial
owned companies that are licensed to operate in Manitoba there's 19. So that you're looking at
some 290-odd companies that have the license to operate and give prices in Manitoba. Now I
for the like of me can't see why there's a shortage of competition when you have 290-plus
companies licensed to operate in Manitoba, and the broadest license, which is the fire the
miscellaneous registration, there's 141 licensed. So, Mr. Speaker, I cannot accept the fact
that there is not competition here.

But getting back to what happens when the Government says that it will insure its own
buildings. The Honourable Minister said - I heard him say it across the floor, "Well we'll
get prices from other parts of Canada.' What kind of a way, Mr. Speaker, is that to runan
insurance company, the one that would be the biggest insurance company in Manitoba in the
general insurance field. You can't use the basis of 10 cents per hundred dollars for fire
insurance on every building. Mr. Speaker, you have to go out and survey the situation and
find out what the building is being used for, what's located beside it, what's the background
experience in that type of building, and so forth. And what better way to do it than to go out
for public tender which the Government does at the present time. They go out for public tender
and they can get 20 quotes, they can get 9, they can get 10, it depends on what they want and
how they prescribe the quote. Mr. Speaker, that's the way you're going to get the lowest type
of cost to the people of Manitoba and the best coverage.

Mr. Speaker, there's no way that any insurance company would operate in that manner
by strictly getting a price comparison out of a book from another part of the country. Mr.
Speaker, it is foreign, it is contrary, it's contrary to any other purchasing that the
Government presently does. Mind you, from time to time they skirt the public tendering pro-
cess. We are aware of this. But now, what they're saying is in this field of purchase, they're
purchasing a service at the present time from the insurance companies, they're not going to
go out for public tender any more. They're going to do it themselves and we'll have no idea
whether they are getting the most competitive rates or not. This is what they're saying, Mr.
Speaker, when they make that comment that they won't insure public buildings.

Mr. Speaker, I would hope that the Government would review what they're proposing here
and realize what they're getting into because then what happens on their utilities. We appre-
ciate at the present time that they have a reserve fund that looks after a portion of the insurance,
but what are they going to do on Manitoba Hydro utilities and on the Manitoba Telephone System
utilities - are they going to get involved in insuring it? They have them insured now for
disaster for certain values. Mr. Speaker, that's a specialized type of field. It could be
likened to a mechanic at the Winnipeg Flying Club. He's quite capable of repairing and ser-
vicing a Piper Cub or a Cessna, but would you expect him to service a Boeing 727 or an inter-
continental jet? No, Mr. Speaker. But that's the comparison that shows the type of problems
that the Government will be getting into when they get into the sophisticated insurance field
which is known - part of it is known in the general insurance field. You cannot use clerks,
you cannot just take a value out of the book and say that that's what it's worth, because it's got
so many dollars worth of equipment and so forth. It's an expertise again like we mentioned in
the minerals' tax debates and discussions. It's an expertise. Youget a flow of expertise with
a flow of capital, and it's something that you cannot inherit or get simply by going out and try-
ing to buy the individual because it's not one individual it's many individuals. That's what you
get in private, free trade; you get a bunch of individuals who are expertise because everybody
is competing, and you have the best of two worlds, you have the lowest price and the experts.
You can get both. If you want to have the expertise and the low price you might get both in the
tendering process. You make a decision: if you want the lowest price at all cost and they
might not be the most expertise in the field, then you make that decision. But when you go in
and say you're going to run it, the Government's going to run it, you're going to give these
things away; you're going to give them up. Not only that, Mr. Speaker, you're going to get
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(MR. MINAKER cont'd) . . . . . locked into a captive market with the re-insurance companies,
because at the present time where you have all these insurance companies operating here -

it's true they go and get re-insured on certain parts of their risks, but at least you have that
competition amongst the agents at the present time. And I'm sure that you will have a shrink-
age of the insurance coverage in Manitoba if the Government has made a decision that it's going
to look after 15 percent of the assessment in the province with it's own insurance company,

it's only natural that there will be shrinkage.

Mr. Speaker, what has the general insurance average been in the last few years in
Manitoba? The loss ratio has been over 70 percent in general insurance, and that's excluding
life and Autopac. That means for every dollar of premiums taken in you pay 70 cents out. So
right away the Honourable Minister of Autopac with his economic abilities, calculated I'm sure,
Mr. Speaker, well that's 30 cents we're going to make on every dollar. But, Mr. Speaker,
the administration costs, the operating costs, and acquisition costs of agents fees runs in the
order of 35 to 45 percent, so, Mr. Speaker, they're not going to make any profit out of it.

It's obvious that the service isn't going to be improved, so why would the Government at this
time want to at the last minutes of the Legislature sitting introduce a bill without doing any
basic research into the background of this, why would they want to introduce a bill to take over
the general insurance field that we are presently dealing with, Mr. Speaker ? The only con-
clusion that I can come to is that they wish to get involved again into the cash-flow control of
this particular field. And, Mr. Speaker, I would hope that before the Government makes a
decision to pass this bill that more research is done into it to see if in fact some of these com-
plaints that the Minister has claimed and raised in the House, if they are substantial because

it is my understanding that the high risks that are experienced in the insurance field are spread
out across the board. In other words, if there is a high risk in a certain part of Northern
Manitoba on a certain facility they will go out to the different companies who are operating in
the province and say, well you're going to take a portion of that risk, and they spread it, and
the insurance is given to the company or to the individual requesting it.

Mr. Speaker, the Honourable Minister in presenting the bill said, ""Well they're not pro-
viding the sewer backup and flooding of basement coverage." It's there if you want to pay for
it. And I would suggest, Mr. Speaker, if the Government is sincerely interested in providing
this type of a coverage, and are going to provide it in an Insurance Act, I would presume, and
I would think it would be more economical to put into a reserve fund, a flood fund, or some-
thing - you have it presently now where if people are flooded in Carman or in Morris and places
like this, that there is some kind of a grant given to them for the work that was carried out to
protect them or the damage done. Well I would think it would be more sensible that when this
flooding of a basement occurs every third or fifth year, or sometimes twice a year, that pos-
sibly some kind of a fund can be set up to assist these particular people if they were affected
by this flood because of extreme conditions or the Act of God; but I would question when they
knowingly go into an area, knowing that it can flood, and build anyways after advice is given to
them not to build, then that would have to be reviewed. But I would think if the objective of
the Government is to cover these people with the flooding of basements, and so on, that it
could be more economically done with some kind of a reserve fund to handle that particular
problem, and make it available to all people in Manitoba without having to go into the public
general insurance field where it'll cost the people of Manitoba money and they will not get the
service that they presently have, or the competition, or-the rates, and it will keep the people
that are employed in the insurance field in the financial field that it encompasses, it will keep
them working here in Manitoba rather than driving them out or keep shrinking down the size
of the number of people operating.

And, Mr. Speaker, for this reason I would like to move, seconded by the Honourable
Member for Souris-Killarney, that the subject matter of Bill 83 be referred to the Standing
Committee on Public Utilities and Natural Resources for study and report back at the next
session of the Legislature.

MOTION presented.

MR. EARL McKELLAR (Souris-Killarney): Mr. Speaker, I move, seconded by the
Honourable Member for Riel, that debate be adjourned.

MR. SPEAKER: Moved by the Honourable - sorry. The Honourable Member has just
now seconded the motion, he can't move another motion at the same time.



4598 dJune 8, 1974
BILL 83

MR. MINAKER: Mr. Speaker, then I'll have that seconded by the Honourable Member
from Morris, :

MR. SPEAKER: Too late I've already announced it. All those in favour of the motion
please say aye.

MR. McKELLAR: Mr. Speaker, I'll speak on this motion.

MR. SPEAKER: Very well. The Honourable Member for Souris-Killarney.

MR. McKELLAR: Iwasn't aware that I couldn't, it was against the Rules to move
--(Interjection)-- yes.

Mr. Speaker, I'd like to deal with Bill 83 and its implications on the Frovince of
Manitoba as I see it. On the implications on the insurance agents in the Province of Manitoba,
and all the other people that work in the industry.

Mr. Speaker, if this bill, particular bill, brought in at this late part of the session in
my opinion is an injustice, an injustice that the Government, or any other government, should
not bring upon the people of Manitoba, And why do I say that? Because they had since the
31st day of January to bring in this bill and present it to people in a manner in which they
should have brought it in, and I say to the Minister who is in charge of this particular depart-
ment, and I say to him that he has done an injustice on the people of the Province of Manitoba
because of the failure, his failure, to present this bill till four months after the session has
started. We're dealing with this bill in the last two weeks of the session at a time when most
people are very busy, and I implied the Members of the Legislature are busy, and the study
that should be done on this particular bill, a 40 page bill, the study that should have been done
on this bill should have had at least two months to do. And why do I say that? Because I
say its implications on the industry as a whole, its implications on the Frovince of Manitoba
as a whole, and the mere fact that the government's getting into another business, that we
should have had time, and plenty of time, to make the necessary study.

Mr. Speaker, at no time did we get any information why the Government should be in
the business. We haven't had that information yet. But I say to the Minister that we should
not pass this bill, we should have another year to study this bill. And I say to him that he
better produce in Committee some information why the government, why it's necessary for
the government to get into business. But I don't suppose we'll get that information, Mr,
Speaker, because I know that Minister hasn't got that information, he's flying in the dark,
flying in the dark, as the government usually does. They're going into treasury branches,
they're flying in the dark there; they're going into other industries, they're flying in the dark;
and I say to the Government of the Day, it's about time you opened your eyes and faced
realization, and realized what you're doing to the people of the Province of Manitoba., But I
don't suppose they will ever realize, because I know the Minister hasn't got any information,
he hasn't got any background in the insurance industry, and this is one reason why he's getting
in, if he had any background or any knowledge of what the insurance industry was all about
he'd be the last one to get into the industry at this particular time, in 1974. Goodness knows,
and I don't have to tell him, he's told the people already how bad it was, but has he done, he's
getting into the industry at a time when no other company I would imagine would want to start,
Very few companies are starting in the insurance business right now for that reason, because
of the uncertainty of it. But what do we hear all during the speech of the Minister, what do we
hear ? Condemnation of the insurance industry. He condemned the whole industry; he con-
demned the agents for the way they're handling their affairs, and he also mentioned many
other statements here which I want to read. Because I tell you . . .

MR. SPEAKER: The Honourable Minister state his matter of privilege.

HON. BILLIE URUSKI (Minister responsible for Manitoba Fublic Insurance Corporation)
(St. George): Mr. Speaker, I did not condemn any of the agents on the work that they were
doing. In fact I at one point after the Autopac renewals I praised the agents for the amount of
business that they were handling.

MR. McKELLAR: Well that might be but I took it, and this is a debate, Mr. Speaker,
this is the debate, and I took it from his statements that he condemned the industry, he con-
demned the agents, for the way they were handling and not providing service to the people of
Northern Manitoba, --(Interjection)-- This is a debate and if I want to take it - and he did
condemn it, He condemned it because the people of Northern Manitoba were paying higher
rates and not able to get coverage, and I'll explain that. Your Minister took great pains to
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(MR, McKELLAR Cont'd) . . . . . say there was not sufficient insurance coverage for the
Province of Manitoba, Mr. Speaker, what happened in 1970, what happened? The Premier of
the Province of Manitoba passed a bill to go into the automobile insurance business, and what
did that do overnight? I'll tell you what it did overnight. Chased a lot of companies out of
the Province of Manitoba, and they chased a lot of insurance people out of the Province of
Manitoba, I'll tell you what happened. And I tell you, Mr, Speaker, the very man to blame
is the First Minister right over there. He's the man to blame, and the Minister of Municipal
Affairs. They're the men to blame. I can't blame the present Minister because he wasn't a
Minister of the Crown but he was a member of government of that day. But the people who
were responsible for lack of insurance coverage are the very people right over there and
nobody else, and I don't have to tell the insurance industry because I tell you when you brought
in that Act you just destroyed the industry overnight, and you're doing a hell of a good job

at destroying it again too, the second go around, The second go around they're doing a better
job, I tell you, and I tell you there are very few free enterprise people over there but very
few of them, and I tell you the socialists in that particular party --(Interjection)-- the
socialists, and there's plenty of them, I tell you did a tremendous job destroying the economy
of the Province of Manitoba. But why do they pick on the insurance industry ? Why do they
pick on the insurance industry, because it's not lucrative, it isn't lucrative; I don't know why
they want to get into it other than the Minister of Mines and Natural Resources has always
said that they want to get power, and you get power through money, and you get power through
premium money, and that's the only one reason he wanted to get the automobile insurance
industry, $50 million.

Let's look at how much money they're going to get involved in in the Fire Insurance , , ,
I'll tell you how much money, The most they can ever hope to get is $1 million, $1 million
of premium money, that's about the most they can get first year of operation, so they're going
to set up a whole corporation, an extended corporation, to get into the insurance business,
They're not going to get the farm insurance I'l1 tell you that. I'll tell you why, because you're
not set up to deal with farm insurance, the most you can get is some dwelling, some town
dwellings; you'll get some commercial property, and you'll get your own property, which you
presently own, that's the most you can hope to gain, --(Interjection)-~ Yes. You're not set
up to deal with farm insurance. So, Mr. Speaker, a million dollars in premium money is
the most they can hope to get the first year of operation,

Now mention was made, Mr, Speaker, about those cruel companies whe's costs are
35 to 40 percent, and Autopac only 15 percent, Well let's look, be realistic here, let's look -
town dwellings, the commissions paid the agents have been 25 percent, The Minister didn't
know that I don't suppose because he never did any study. This is one of the problems. This
is one of the problems when Ministers get up and make statements, and condemn companies,
and condemn the industry as a whole, he doesn't know the facts. Another fact, the Mercantile
Commission rates are 20 percent, 20 percent, and why do they have these rates, the commis-
sion for agents ? Simply because the cost is that high to agents, So what does Autopac pay the
agents, what did they pay them this year ? On the basic rate five percent --(Interjection)--
Ten percent, They're not complaining to you. Why do they complain to me ? Why do they com-
plain to me ? --(Interjection)-- Because they tell me every day, five percent. You can't open
the doors of a building for five percent, Then, not only that, Mr. Speaker, they have to wait,
they have to wait about three months or four months to get the commission. And as I mentioned,
the one thing they should do is pay their commission at the time, let the agents deduct their
commission off before they send in the balance, But that hasn't been done up till now.

Mr. Speaker, you're , . .

MR. DEPUTY SPEAKER: Order please, The Honourable Minister in charge of Auto-
pac, on a point of privilege ?

MR. URUSKI: Yes, The point of privilege is this, Mr, Speaker, the member raised
that very same point in Committee of Public Utilities and he knows well that the agents unless
there is an error in their commissions, they are paid their commissions promptly.

MR, McKELLAR: Well promptly takes in a lot of room, promptly takesina lot of room,

Mr. Speaker, the Minister also made many statements here, he made many other
statements here condemning the industry, but I think the Member from St. James mentioned
the above, condemned the industry because they didn't provide flood coverage, back-up flood
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coverage. Well, I'll tell the Minister that he better make a real good study of that problem be-
fore he thinks he's going to get into that deal when he has 35, 40 thousand homes in one storm,
in Winnipeg, that's flooded. Mr. Speaker, one of the reasons why since 1950 that the com-
panies haven't given flood coverage is because of the seriousness of it in the City of Winnipeg.
And it doesn't have to necessarily be a flood but you can have backup, and I don't have to tell
the Minister, and I don't have to tell the other members of the Legislature, that when you're
dealing with insurance it's a different kettle of worms. If the Government want to provide
flood coverage, like the Member for St. James mentioned to the people of Carman, to the
people south of Winnipeg, or any other person affected by floods around Lake Winnipeg, that's
one thing, but to get into an insurance company and establish andset your policy you're going
to find when you set a premium rate that you're going to have to then if there's a loss during
that period of time that the policy is in coverage, is in effect, that you're going to have to
provide that.

And goodness knowsIdon't have to tell the Government how to run their business, but I
would suggest to the Government before you start to plan your insurance company when it's
1975 don't jump around and try to provide cheaper coverage, and more coverage, than the
private companies are, and think you're going to come out on top. These companies, Mr,
Speaker, have been in business for a long while. They're not fly-by-night companies, and I
mention the Wawanesa Mutual 1896, they're not fly-by-night companies, a company with over
$100 million of assets, this is not a fly-by-night company; Portage Mutual, 1884, are not a
fly-by-night company, they're companies that are well established, and Manitoba companies,
and mutual companies, and I want to refer to that, Mr, Speaker. These are not shareholder
companies, these are mutual companies where every policyholder has a vote, and can decide
on the fate of every director at every annual meeting. This is a lot different than what the
Minister was mentioning, where he mentioned all decisions are made in Toronto, in New York,
Hartford, London, this is not the case in our companies. I don't have to back the British
companies, and I don't have to support the American companies, but these companies have been,
and they're licensed to do business in the Province of Manitoba, and they are supervised by
the Superintendent of Insurance, which the Government's own plan will not be supervised by
the Superintendent of Insurance, and I think it should be supervised by the Superintendent of
Insurance but the Act doesn't apply. This is another objection I have.

Now mention in the bill was made that you're now changing the time for legal action
against the corporation to two years. Now I understand that in other provinces this is the case,
but many of the provinces have one year and I never heard the Minister mention why, the
particular reason why you're going to two years. I can understand the advantages to the
individual and the Province of Manitoba having an extra year to take legal action, but I was just
wondering why the change in policy was made, and when the Minister closes debate maybe he
can give the particular reason.

Now one other part of the bill which brought interest to my . . . was another industry
that the province are getting into, and they're getting into the body shop business, and I
couldn't figure out why any particular reason why the Government would want to get into body
shop other than they want to - maybe that's the next phase of their whole plan. They got the
automobile insurance, then they go into the body shop business, and they'll nationalize that.
Now maybe that's lucrative, I don't know how lucrative. But they'll want to get in on an
experimental basis, and they'll want to get on - I suppose they'll want to test materials, they
want to go into other different phases, find out whether the body shops are charging them too
much money. Maybe they are, but my goodness, my goodness, before the Government got
into automobile insurance business shouldn't this have been one of the things they should have
studied. You don't go into business, Mr. Speaker, unless you know all the whole operation,
and the body shop is one-odd part of the operation of automobile insurance, and the Minister
mentioned that 65 cents on the dollar was paid out to the body shops, 65 cents on every dollar
was paid out to the body shops. Shouldn't the Minister, the First Minister, and everybody,
know all the phases, and I don't have to tell them that in Ninette you pay $ 7. 50 an hour,
Ninette Body Shop . . .

A MEMBER: Not any more.

MR. McKELLAR: . . . well it must have gone up just recently. It was seven dollars
and a half last year. --(Interjection)-- Well maybe it's gone up. In Thompson at the same
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(MR. McKELLAR Cont'd) . . . . . time --(Interjection)-- Well it used to be seven and a half
in Ninette, it used to be $12 in Thompson, All I'm saying, before the Government, before
the Government got into Automobile Insurance they should have had their studies made, just
as they should have had their studies made now of fire insurance, and not one document has
been presented to us on our desks dealing with fire insurance, and the Government going in,
getting involved in the writing of this particular insurance.

I was amazed when the bill was brought in. I thought the Government would be going
into life insurance, I thought they'd be going into life insurance, and maybe they have the
power to go into life insurance. . .

A MEMBER: Next year.

MR. McKELLAR: . . . because I tell you there's one thing when the Government are
writing group life, like they have all the civil servants --(Interjection)-- Civil Service in the
Province of Manitoba. I thought that was one thing that the Government would want to get in
on, handle all the group life for all the civil servants in the Province of Manitoba. What a
premium you would have in one year. You got a premium there . . .

A MEMBER: You're getting to them now.

MR. McKELLAR: . . . thatif I was government and I was a socialist, with socialist
philosophies, that would be one thing I'd want to have, but I wouldn't want to get into fire
insurance, I wouldn't want to get into fire insurance because of the uncertainty of the whole
industry in 1974. --(Interjection)-- I'm not a socialist, I won't go in any - I don't believe in
governments getting involved in business, that's the difference between why I'm here and
you're there. There's quite a difference. This is the difference. You know, Mr. Speaker,

I don't have to tell you there's been the greatest difference in here in this Legislature

of thinking in the last four or five years since the government became the government. Before,
over there, they were on again, off again on socialism most of the time, but I tell you over
there, they're on again all the time, and that's the difference, on again on. It's just a case
of what industry they're going to take over next, but the body shops, when they're dealing with
body shops I just don't know how far they'll go. Are you going to set one up in Ninette ? Are
you going to set one up in Killarney ? Are you going to set one up in Brandon? Where are

you setting them up? I think the body shops would like to know right now what towns you're
going to be involved in because I tell you it's very important. Are they going to set one up in
Dauphin? Where are they going to be set up in competition with the present private operators,
because this is what the private operators would like to know.

And Mr. Speaker I just want to read one statement here: '"The government's entry into
the general business will result in no loss of revenue to the Provincial Treasury". That's the
statement of the day, no loss of revenue to the Provincial Treasury. Mr, Speaker, I dou't
have to tell you, and I don't have to tell the other members of the opposition what the result
was in the last . . . and even though the Minister said that $10 million is not much of a loss,
it isn't much of a loss; it could happen again, but it isn't much of a loss, and I say to the
Minister, and I say to the government, we're ., . . another industry right today when we pass
this Bill 83, if we pass it today, and I only hope we don't. I hoped that we'd make a study of
this particular bill, I hoped we'd take time, take time, that the Minister of Tourism and
Recreation could be well advised, he could be well advised to have a study of this bill, because
I tell you, you're ., . . on something, you're taking another step into an industry which will
have enormous effect, and you blamed industry, as I mentioned before, for not --(Interjection)--
You're going to provide competition, If you were going to provide competition, it would be one
thing, but your 280 companies, or 200 and whatever number of companies are registered in
the Province of Manitoba, Mr. Speaker, 280 companies registered life --(Interjection)--
through life, yes. -~(Interjection)-- How many companies in Manitoba ? Well I know there's
three big ones that I'm concerned about, Wawanesa Mutual, Portage Mutual and Red River
Mutual. They're the three ones that I'm concerned about --{Iaterjection)-- Canadian Indemnity
is a shareholder company, I'm talking about Mutual Companies, shareholder companies,
Canadian Indemnity is a shareholder company. I'm talking about the three big ones, the ones
that write most of the farm insurance in the I’'rovince of Manitoba, that's the ones that I'm con-
cerned about.

Mr. Speaker, I could go on and on about this because, I tell you, I could repeat some
of the speeches I made in 1970, 71 --(Interjection)-- How much do youmake as a Cabinet Minister ?
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Mr. Speaker, I don't think there's much else I have to say other than I want to say to
the Government of the Day, by closing say to them, you can't go wrong by taking time to study,
you can't go wrong; you can look good in this eyes of the people of the Province of Manitoba
but if you rush this bill through and get into business without the proper information and
planning that's going to be involved, and I tell you there's going to be a lot of planning, because
I tell you you haven't seen anything yet when you get into the fire insurance business. Setting
rates for automobiles is one thing but I tell you when you're dealing with all phases of fire
insurance, mercantile, industrial, town dwellings, farm rates, and all down the line, and all
the different buildings, and you'll find out that there'll be lots of risks that you won't want to
accept - even though you think you're going to take them all - there'll be lots and lots of
them., How about vacant farm buildings, are you going to take those ? Are you going to take
them ? Mr, Speaker, that's one of the reasons why I say to the Government of the Day, that
we need the Public Utilities Committee to study this particular bill because of the problems
that I see of the Government getting into business, and I say to the Government of the Day
that you vote for this motion and you won't go wrong in the minds of the people of the
Province of Manitoba.

MR. SPEAKER: The Honourable Member for Riel,

MR. CRAIK: Mr, Speaker, I move, seconded by the Honourable Member for Morris,
that debate be adjourned.

MOTION presented and carried.

MR. SPEAKER: The Honourable Minister of Finance.

MR. CHERNIACK: Mr, Speaker, I move, seconded by the Honourable the Minister
the Attorney-General, that by leave Mr. Speaker do now leave the Chair and the House resolve
itself into a Committee of the Whole to consider the report of the following bills for third
reading No, 89 the Pari-Mutuel Tax Act, No, 77 The Statute Law Amendment (Taxation) Act
(1974).

MOTION presented and carried and the House resolved itself into a Committee of the
Whole with the Honourable Member for Logan in the Chair,

COMMITTEE OF THE WHOLE HOUSE

MR. CHAIRMAN: Bill No. 77. Page by page? Agreed.
BILL NO. 89

MR. CHAIRMAN: Bill No. 89, the Pari-Mutuel Tax Act, Is it the will of the committee
page by page ? --(Interjection)-- Clause by clause.

(Clause 1 was read and passed.) Clause 2. Sub. (1) - The Honourable Member for
Brandon West,

MR. EDWARD McGILL (Brandon West): Mr. Chairman, last night when we were
discussing this bill in principle I mentioned the fact that the tax by the Province in Manitoba
was one of the highest in this area of the country, and I discussed the taxes as they applied
between Ontario and B.C., that is the provincial portion of the total take that is removed from
the top of the pari-mutuel pool at the race courses in the country, and I noted that in Ontario
the provincial tax was 7 percent, in Alberta 5 percent, and in B,C, 8 percent, whereas in
Manitoba it is 10 percent, Now in the Province of Saskatchewan there is some difficulty in
tying this particular segment of the take down to a percentage, but Saskatchewan is not in quite
the same class in respect to horse racing as are the other provinces at this time. There are
short meets held at Saskatoon and Regina, and some harness racing is also carried on in the
province but at a track rating that is somewhat lower than in Winnipeg and in Calgary and
Edmonton and Vancouver. So Mr, Chairman, my point is that with this higher provincial tax,
the amount taken from the top of the pari-mutuel pool in Manitoba is 21.6 percent as
compared with 19,6 in Saskatchewan, 17.1 in Ontario and 18.1 in B.C. Again I stress that
in B,C, in 1972 they saw fit to reduce the provincial tax by 2.5 percent, and the result was
very encouraging in that attendance, total pari-mutuel pools increased, and the amount of
revenue to the province - in spite of the fact that they've reduced the tax - actually increased
by over 5 percent,
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Mr, Chairman, to some Legislatures is perhaps not an important debate, but I think it
is an encouragement to have the minimum amount of revenue taken from the pari-mutuel pools
so that the maximum return can be achieved by the race fans. I pointed out that on the North
American Continent, on an annual basis there are more people attending racing as a spectator
sport than there are attending any other sports, it is the sport on the North American continent
that attracts the most supporters. This is probably not demonstrated very clearly in the
Winnipeg area, although I'm told that racing tracks here during the harness and the thorough-
bred seasons probably 10 or 15 or 20,000 more people than the Blue Bombers do in their ten
home games here in Winnipeg, and so it is an important sport from the point of view of many
people. It is quite a tourist attraction, I think it does attract a lot of visitors to the city, I
think that it could be better. It could be improved by encouraging more attendance, which
would in turn better the purses at the track and the quality of horses - and in general would
provide more revenues. I think that by reducing this tax, we would give encouragement to
more attendance, more participation in the sport of horse racing in this city. There are
many ways of doing this. It would be unfair to say that simply by reducing the tax we would
have achieved all we would like to do; there are other things that can be done to improve the
attractiveness of the sport in Manitoba, and in Winnipeg particularly, But a good start would
be to make the track competitive with other major tracks from Ontario to B.C., because this
is attractive to those people who are really interested in the sport of horse racing and as long
as our total tax is noticeably higher than in other provinces, we will suffer by comparison.

So Mr. Speaker, I think it would be reasonable to amend this clause to reduce the
tax by two percent, which would give some encouragement to the people who support horse
racing in the province. I have noted the figures that have been presented - there was some
difficulty last night with the figures I presented and the figures which the Minister of Finance
had before him in respect to the amount of tax collected. I think my figure was correct at
1.48 gross collection on a 10 percent basis on a total handle in the Province of Manitoba of
14.8 millions - and 10 percent of that is 1.48, out of which various commissions and
amounts were paid, reducing the net figure for the department to 1.3, but this is the revenue
that is achieved by the provincial tax on pari-mutuel betting, If the experience of B.C. is any
indication of what can happen by reducing the tax and encouraging increased attendance, I
think it would be worth serious consideration by the Province, and in order to bring this to
the Minister in specific terms, I would move that section 2 (1) of Bill No. 89 be amended by
striking out the figures '"10 percent" in the third line thereof and substituting the figures
"8 percent",

MR. CHAIRMAN: Order please. Since this is a tax bill any amendment thereof I don't
think would be in order, relating to the amount of revenue.

MR. JORGENSON: My understanding is, and this does catch me somewhat unawares,
but my understanding is that it is not within the rights of a member to impose or increase a
tax, but members are able to reduce a tax. Well I take for example, the motion to reduce a
Minister's salary is in order, and I would think that this falls under the same category.

MR. CHAIRMAN: The Honourable Minister of Finance.

MR. CHERNIACK: I don't know whether you want to debate any further whether or not
it is in order. I think the Honourable Member for Morris, again tongue in cheek, is giving
some support to the Member for Brandon West rather than embarrass him for having brought
in an amendment. This is a reduction of taxation, a reduction of revenue - you need a
message from His Honour for that, as you do for revenue. When it comes to expenditure,
then I think you can move a reduction in expenditure.

Mr. Chairman, I do want to respond however to remarks made, and let me say that
this is a - I'm not speaking for government, I'm speaking for myself, that I hope that govern-
ments in the future would not be too dependent on revenue achieved from the dream world of
trying to get something for nothing, if I may use that expression in relation to the gamble
instinct in people. I for one don't like to encourage it. I don't like to think of it as a sport
if the sport involved the gambling aspect and not the visual aspect, of seeing & competition
take place with I suppose beautiful horses running well and well trained and the spectacle of
the horse race, which I'm sure is very attractive,
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Well the fact that the honourable member likes it because it's the sport of kings - I'm
referring to the Member from Swan River - is to me very little attraction ; but on the other
hand, it doesn't derogate from the fact that to some it is enjoyable. What I worry about is the
king of gamblers thinking that it's a sport. But I do pick up the Honourable Member for Bran-
don West's reference to the sport and tourist attraction, and I would say that this is a matter
which his proposal is something which should be considered by the Department of Tourism
in conjunction with the Department of Finance. The Department of Tourism does support this
sport by helping the prizes, and that to me is a recognition of improving the sport as
compared with improving the gambling aspect of it because by improving the purse structure,
I gather you are now attracting better horses who I presume run a better race and are there-
fore more exciting to watch, and that's part of the spectable - but the gambling aspect is one
that I hope will not be looked at by government as a revenue source, I think people should be
taxed and not lured into paying revenues into providing essential services such as health,
such as education and the other important aspects of government, That's why I'm not too
enthused about lotteries, I'm not too enthused with putting that dream at the end of a rainbow
because it's the poor that have the greatest to gain that have the worse part of the dream
aspect, and it's philosophically nothing that's too acceptable to me. I wouldn't mind reducing
our revenue if at the same time it reduced gambling, and if at the same time it improved
attendance, by all means, let's have more attendance to a sport of the tourist attraction.

Having said that, I stated my own philosophy. I've not spoken on behalf of government
particularly, this is not a great matter of moment really as far as the total revenues of the
province are concerned. But the aspect referred to by the Member for Brandon West is one
that I'm sure the Department of Tourism will be looking at, is it true that by reducing the
tax, we will be improving, increasing tourism, improving the enjoyment of Manitobans and
visitors in that spectacle? I think that that has a valid base and should be reviewed in the
coming year,

Mr, Chairman, may I indicate that the Legislative Counsel has caused to be distributed
three corrections of misprints, and we've already passed one. As soon as you pass this
one, I propose to ask leave to go back to deal with clause 1 (c).

MR. CHAIRMAN: 2(1) passed. The Honourable Minister of Finance.

MR. CHERNIACK: Well if you're ready now, Mr, Chairman, I move that clause 1 (c)
of Bill 89 be amended by adding thereto, immediately after the word ""minister" where it
appears for the first time in the second line thereof, the word and".

MR. CHAIRMAN: 1 (c) as amended passed. (Clause 2 to 14 inclusive were read and
passed) The Honourable Minister of Finance,

MR, CHERNIACK: Mr. Chairman, in rising to speak to 15(1), the paper distributed,
may I transgress for just a moment to point out that one of the points I wanted to make when I
was responding to the Member for Brandon West on the rate of taxation, was that the Leader
of the Liberal Party said that we ought to increase taxation substantially. I just point that
out as being another reason to put consideration rather than just acceptance. I'm sure his
colleague will draw to his attention the arguments presented by the Member for Brandon West,

Now, Mr. Speaker, in line with the request of the Legislative Counsel, or
recommendation, I move that Subsection 15(1) of Bill 89 be amended by adding thereto
immediately after the word "cost' in the second line thereof the words and charges".

MR. CHAIRMAN: 15(1) as amended - passed. (The remainder of Clause 15 was
read and passed.) 16(1) pass? The Honourable Member for Morris.

MR. JORGENSON: 16(1). I know that Al Capone had a way of finding out when one of
his debtors was about to leave and he had a way of dealing with him, but I was wondering if
the Minister could explain to me --(Interjection)-- well ""cement feet'" were the answer; I
hope that the Minister doesn't intend to deal with offenders that seriously. But I was wonder-
ing if he could explain to the House how he will know if he suspects that a debtor is about to
leave Manitoba, as outlined in the clause, and how he can be assured that his suspicions are
correct, It seems to me that it's a clause that does require some explanation.

MR. CHAIRMAN: The Honourable Minister of Finance.

MR, CHERNIACK: ., . . Mr, Chairman. For one thing, this is provided here for
uniformity and I think there's value in having a uniform method of collection and enforcement
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no harm done if the Minister suspects, acts and is proven wrong, because all it is is collection
of taxation. It's not as if you, you know, the member has now acquired this new comparison
with gangsterdom, which is, you know, I suppose he's becoming more expert. Maybe he reads
Playboy like I do, which has been running a series on the gangsters of United States,

A MEMBER: How about Playgirl?

MR, CHERNIACK: I haven't read Playgirl yet, but if the Minister of Labour
recommends Playgirl I'd better start reading that,

MR. CHAIRMAN: The Honourable Member for Morris.

MR. JORGENSON: The Rise and Fall of the Roman Empire is more my style of
reading.

MR, CHERNIACK: In that case, Mr. Speaker, it becomes obvious to me that the
member, with his knowledge of the Rise and Fall of the Roman Empire watched chariot races,
in which case it must have been Caesar that he was concerned with and not Capone.

Mr, Chairman, there are occasions when the people in a certain trade or in a certain
occupation learn of the possibility of someone making plans to leave the jurisdiction and that
the system in the common law which didn't come -- well, it came originally, I suppose,
from Rome and maybe there is something in Gibbons' comments about it, but certainly in
England for centuries there's been provision made whereby, when a creditor suspects that
his debtor is about to abscond, he has the means of quick access to the courts to get the
necessary order, and if we are only doing in the statute what is in common law, I think it
should be acceptable, The Legislative Counsel points out that this isn't precipitous anyways
that you've got 10 days, and I think maybe we should shorten the 10 days because we still
want to grab him before he leaves.

MR, CHAIRMAN: (Clauses 16 and 17 were read and passed). 18 - The Honourable
Minister of Finance.

MR. CHERNIACK: Mr. Chairman, I move that Section 18 of Bill 89 be amended by
striking out the word ''registered" in the second line thereof and substituting therefor the
word "prescribed".

MR. CHAIRMAN: 18, as amended, pass. (Clauses 19 and 20 were read and passed).
The Honourable Member for Morris,

MR, JORGENSON: I don' think there is anything else on the bill that we would care
to amend or discuss, So if you want to call it page by page.

MR, CHAIRMAN: (Pages 11, 12, 13, 14, 15, 16, Preamble, Title read and passed)
Bill be reported.

Committee rise, Call in the Speaker.

Mr, Speaker, the Committee of the whole has considered Bill 89 and has directed me
to report the bill with certain amendments, and asks leave to sit again.

IN SESSION

MR, SPEAKER: The Honourable Member for Logan,

MR. WILLIAM JENKINS (Logan): Mr. Speaker, I beg to move, seconded by the
Honourable Member for St, Vital, that the report of the committee be received.

MOTION presented and carried,

MR. SPEAKER: The Honourable Minister of Labour.

MR. PAULLEY: Mr, Speaker, I wish to announce that it appears as though there was
unanimous agreement that we will shorten our luncheon hour today and that we will return to
duty at 1:30 with an understanding that we would not go until 5:30 but 4:30 this afternoon. I
might indicate too, Mr. Speaker, for the purpose of the record that I've attempted to, and I
believe have obtained the co-operation of the radio media to announce that, in order that
members who may listen to the radio who are not here this morning will have that information,

MR. SPEAKER: The House is now adjourned and stands adjourned until 1:30 this
afternoon. (Saturday) '



