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Madam Chairperson: Good moming. Will the
Standing Committee on Public Utilities and
Natural Resources please come to order.

This meeting has been called to consider the
following reports: the Annual Report of the
Manitoba Liquor Control Commission for the
year ended March 31, 2000; and the Annual
Report of the Manitoba Liquor Control Com-
mission for the year ended March 31, 2001.

Before we get started, are there any sug-
gestions from the committee as to how long we
should sit this moming?

Mr. Gregory Dewar (Selkirk): I suggest we sit
until noon. That should be plenty of time to pass
these outstanding reports.

Madam Chairperson: Agreed? [Agreed]

Are there any suggestions from the com-
mittee regarding the order in which we should
consider these reports?

Mr. Jack Reimer (Southdale): We could go
chronologically, starting with 2000, then moving
on to 2001.

Madam Chairperson: Agreed? [Agreed]

Did the honourable minister wish to make
an opening statement, and would he please intro-
duce the officials in attendance?

Hon. Scott Smith (Minister charged with the
administration of The Liquor Control Act):
First, I will introduce the staff we have here
today, starting with Carmen Neufeld, Chair; Don
Lussier, President and Chief Executive Officer;
Bill Fawcett, the acting vice-president in finance
and licensing; Roman Zubach, is he here? Not.
Maureen Spier, the director of licensing and
permits, is here with us today.

It is a pleasure to be here this moming with
all honourable members. Happy past Canada
Day. I know a lot of the members here from
rural constituencies were back in their
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constituencies celebrating with their folks within
their communities.The weather was hot and the
bumed noses around the table here today seem
to represent everybody had plenty of time
outside.

The members will recall last year as we
came into committee many of the years previous
had been passed. We have the year 2000-2001
before us today.

The mission statement of the Manitoba
Liquor Control Commission, as noted in its 78th
annual report, is to promote the safe, responsible
and healthy lifestyles of the products that they
sell and certainly thereby generating revenue for
the Province. Some of the changes that we saw
over the past couple of years certainly emphasize
this and push this process forward on social
responsibility.

It is worthy, the mission statement I am
pleased to report, that fiscal 1997-2000 were
strong years for the MLCC. In '97 the com-
mission provided $144.1 million to the Province
for the services that Manitobans cherish. Cer-
tainly among those were health and education in
our province.

In 2001 the MLCC transferred $158.6
million to the Province, which is an increase of
approximately 10 percent over the 1997 figures.
During the two years being reviewed the MLCC
developed new strategic initiatives which further
raise the MLCC's social responsibility initiatives
to equal footing with profit objectives. The new
strategy initiatives paved the way for the MLCC
in achieving its profit and performance objec-
tives while entrenching its commitment to re-
sponsible consumption ideals in delivering a
high level of customer service quality.

The key to all this of course is the people.
The MLCC employs the equivalent of 485 full-
time employees. The strategic initiatives also
point the way to creating a working environment
that allows people to excel. For example, the
commission introduced the Store Management
Development program. More than 1100 hours of
training were provided over 44 training sessions
in 2000. The MLCC also launched an award
program for its people. The employee commit-
ment developments maintain the superior talent

awards recognition, or Star Program, as it is
more commonly known, to recognize individual
and team accomplishments. This is just one
small way the commission is working to encour-
age the good work of the people that work for
MLCC.

In fiscal 2001 the commission also com-
mitted itself to promoting a modemized work
environment and addressing the health of its
employees and set a course toward developing a
workplace attitude survey. The MLCC recog-
nizes that its employees are its strongest
resource. Together they actively support the
United Way with the commission matching con-
tributions through a mix of in-kind and financial
support. Employees are also very visible in our
communities in general, working with a number
of agencies, community festivals and groups
focused on healthy lifestyles.

In 1997, the MLCC formed an alcohol edu-
cation committee representing a cross-section of
departments to ensure that the promoion of
responsible consumption is integrated into all
activities. The important work of the committee
continues to grow. In fiscal 2000 the MLCC
launched a new photo identification program for
retail outlets and licensed premises called Show
Your Age.

In fiscal 2000-2001 the MLCC worked
closely with its partners in licensing premises,
suppliers and other vendors to target the high-
risk drinkers between the ages of 18 and 34
years of age. The live life to the max, please
drink in moderation campaign profiled young
adults enjoying life to the fullest with punchy
messages dispelling some of the commonly held
myths about alcohol. Perhaps one of the strong-
est materials in the program was a poster dealing
with the effects of heavy drinking during preg-
nancy. The poster dealing with fetal alcohol syn-
drome reminded customers that a mom-to-be
needs the support of friends and family when she
chooses not to drink.

The MLCC has become quite active in
helping to raise awareness of FAS working with
the Children and Youth Secretariat, the Addic-
tions Foundation of Manitoba and the Fetal
Alcohol Family Association on a variety of
initiatives.

4
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Encouraging responsible service is also a
prime aim of the regulatory arm of the
commission. The licences and permits depart-
ment works with local business, community
groups and individuals renewing the issuing of
approximately 3000 licences and 14 500 occa-
sional permits each year. With inspectors based
in Winnipeg, Brandon, Dauphin and Thompson,
inspection services works with a variety of
community groups as well as licensees to ensure
The Liquor Control Act is upheld.

Information sessions are organized on a
regular basis, and field manuals help spell out
the rules of operation under The Liquor Control
Act. MLCC representatives sit on a Responsible
Server Committee with police services, the Man-
itoba Restaurant Association, Manitoba Hotel
Association, Manitoba Tourism Education
Council and the Manitoba Public Insurance.
Together they maintain the It's Good Business
program and responsible service training and
materials for licensees and their staff. During the
fiscal 2001, the commission took bold steps to
address the issue of overconsumption in licensed
establishments after the deaths of several young
adults due to binge drinking.

*(10:10)

The commission asked the Province's
Responsible Server Committee to review licence
training programs and enforcement practices and
recommend changes for improvement. One of
those changes was to make mandatory the
responsible server training program called It's
Good Business. This program ensures that own-
ers and managers, as well as the serving staff, of
licensed premises have the tools and the
resources they need to ensure that the patrons are
not overconsuming or being overserved in their
establishments. These are examples of how the
commission employees work proactively with
owners, managers and servers of over 3000
licensed establishments in the province of Mani-
toba. It is also important to note that staff main-
tain strong working relationships with several of
the groups in the industry, including the
Manitoba Hotel Association, Manitoba Restaur-
ant Association, police services, licensee groups
and community groups.

In fiscal 2000 and 2001, the licences and
permits and inspection services department

continued their education and preventative
efforts. They conducted seminars for licensees to
explain the act and regulations of the com-
mission policies and to help those interested in
obtaining liquor licences. They also work with
festival organizers to provide planning, promo-
tion and operational assistance to communities
across the province. During this time, they also
made close to 300 educational visits to hall
owners and permitees and conducted over 370
staff training sessions for licensees. These ses-
sions are more intensive and take more time than
a routine site visit but seem to have more of an
impact in the longer term.

Certainly, education is the key and strategy,
but inspection services holds firm its commit-
ment to ensuring the compliance of problems
and high-risk drinking locations, such as bars,
cabarets versus dining rooms and clubs. Mea-
suring the effectiveness of the inspection service
is not a simple matter. In looking at the numbers,
certainly fluctuations from year to year in the
number of inspections are to be expected, given
the nature of the role of the inspector. Special
events, major festivals and change in establish-
ment focuses are just some of the factors that
may affect the operation of a licensed premise.

On the commercial side, the commission is
a major force in the provincial economy. One of
the largest buyers of beverage alcohol in the
world, the commission's business is international
in scope. The commission purchases products
from 1000 suppliers in 50 countries. The MLCC
offers over 2500 spirits, wines and beer pro-
ducts, with the addition of the special, one-time
listings throughout the year. Through its dis-
tribution centre, it supplies 1700 customers and
annually processes over 63 000 orders, injecting
approximately $1 million into the provincial
transportation system for delivery of services.

Recognized as an innovative retailer, the
MLCC is very aware of consumer trends and
market shifts. The MLCC keeps in tune with its
customers through traditional methods such as
surveys and focus groups on specific projects.
Recent surveys have proven that the majority of
Manitobans are satisfied with the service they
receive from their liquor mart. When it comes to
important measures such as friendliness of staff,
staff product knowledge and store layout, MLCC
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liquor marts consistently rank highest when
compared against other retail chains.

Customers are also embracing the public and
private courses offered at the MLCC's education
centre. Located in Grant Park liquor mart, the
education centre features a demonstration kitch-
en, which allows MLCC product consultants to
showcase their skills and expertise while pro-
moting a responsible approach to food and drink.
The courses of spirit and wine selections have
proven to be very popular and sell out quickly.
In fact, the MLCC reports a growing interest in
wine in Manitoba. For example, wine consump-
tion was up nearly 17 percent in fiscal years
2000, 2001 over fiscal year 1996.

The MLCC focus remains on excellence and
customer service but not at any cost. Cost of
administration as a percentage of sales continues
to maintain a low level, hovering around 9.1
percent. Not wanting to rest on its laurels, the
commission is committed to enhancing service
to rural Manitobans and has taken steps to
improve the product selection, enhance product
knowledge in the local stores and provide an
overall better shopping environment.

To address the problems of poorly perform-
ing outlets, a new liquor vendor operation agree-
ment was developed in fiscal 2001 to clearly
define expectations for both the operator and the
MLCC. The liquor vendor compensation system
has also been restructured with changes in pay-
ment terms and commissions that allow vendors
to carry a wider assortment of higher-level
inventory.

Perhaps the MLCC's most significant under-
taking was a public review of The Liquor Con-
trol Act which occurred during the early summer
of 2000. The act was last rewritten in 1956, and
the last formal review occurred in 1981. Over
the years, numerous amendments have helped to
create a complicated and lengthy piece of
legislation. The review panel led by the MLCC
chair, the competent Carmen Neufeld, held eight
public meetings throughout the province. It
considered over 100 proposed changes in legis-
lation, regulations or policies. The panel
presented their final report to the previous
minister, Diane McGifford, responsible for the

administration of The Liquor Control Act, with
44 recommendations for changes.

I would like to take this opportunity to thank
the board of commissioners, executive, manage-
ment and staff of the MLCC who I believe serve
this province extremely well.

With those few remarks, Madam Chair, I am
ready to move on.

Madam Chairperson: We thank the honourable
minister. Did the critic for the Official Opposi-
tion have an opening statement?

Mr. Reimer: The critic for this particular Mani-
toba Liquor Control Commission is not here
right at the moment. He is on his way. He got
tied up in traffic. I will just have a few opening
remarks, thanking the minister for bringing forth
the reports for preview.

I think, as we mentioned earlier, we are
more interested in getting to asking some ques-
tions of the staff and the chairperson. The sug-
gestion was made that we pass the 2000 and then
just move on to the 2001 under the condition that
one of my colleagues is wanting to make refer-
ence back to the 2000 report in some of his
questions. Is that agreed?

Madam Chairperson: Agreed? Did the repre-
sentatives from the MLCC have any opening
comments for the committee?

The Annual Report of the Manitoba Liquor
Control Commission for the year ended March
31, 2000—pass.

It was agreed to pass the 2000 report, but is
it agreed to allow questions on the 2000 report if
they come up? [Agreed]

The floor is now open for questions.

Mr. Reimer: There are a few questions I was
just wanting to ask in regard to some of the
operations for the Manitoba Liquor Control
Commission, regarding I believe there is a new
system of ordering the company has initiated
called the ATLAS system. I wonder if you could
just give me a little bit of a background as to the
principles of that.
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Mr. Don Lussier (President and Chief
Executive Officer, Manitoba Liquor Control
Commission): It is an Intemet-based ordering
system. Our inventory is available on-line 24
hours a day, seven days a week by computer.
Most of the liquor vendors, as an example, are
on that system. They can tap into our order
system at any time, order their stock. It is
confirmed whether they have all of their order
within an hour, and the stock is shipped within
the next 48 hours.

* (10:20)

Mr. Reimer: Are there minimums that have to
be ordered at any particular time?

Mr. Lussier: Yes, there are minimums.

Mr. Reimer: The minimums, are they combined
orders? Can a licensee combine an order of, say,
beer and liquor, for a minimum amount of dollar
volume, or are their dollar volumes on each
particular item, like a minimum order of beer, a
minimum order of alcohol, without paying a
delivery charge?

Mr. Lussier: Yes, there are two separate mini-
mums. Since most beer is delivered privately,
through either BDL or WETT Sales, each of
those companies have minimum quantities that
must be ordered in order to not have a service
charge. I believe it is in the neighbourhood of 40
dozen without a service charge. In terms of our
orders, the order minimums are very low. I think
it is, going from memory, about $500.

Mr. Reimer: Then, just for clarification, the
beer would be I think you said around $1,100 or
$1,200 and the hard stuff is around $500. Is that
right?

Mr. Lussier: Whatever 40 dozen works out to.
It is based on case quantities, in terms of beer. It
is based on dollar values, in terms of liquor and
wine.

Mr. Reimer: Does the beer include what you
might call import beers, like some of the spe-
cialty beers that you are seeing in the vendors
now, like Corona or Heineken or something like
that? Do they fall under a different category of

ordering, or can they be lumped in with the total
beer order?

Mr. Lussier: I am getting this now. A number
of the large brands you have mentioned are
distributed privately. So, yes, they would be in-
cluded in the minimum dozen quantities. So
Heineken, Corona are distributed through a dis-
tributor, through WETT Sales. You would total
up the order; it does not matter the brand. All the
distributor is concemed about is that there is 40
dozen on that order, whatever the brands are.

Mr. Reimer: With the local breweries, the local
breweries that have come up, like Agassiz and
Fort Garry and that, do they have a different
classification of ordering, or the minimums that
can be shipped by those companies?

Mr. Lussier: In the case of Fort Garry, Fort
Garry does its own distribution, so they set up-
their own minimums. That is their option. They
could have no minimums if they so desire. The
other ones, Agassiz is distributed through BDL,
so, again, as I said before, that would be includ-
ed in the order with Blue, Coors, et cetera, in
terms of the totals.

Mr. Reimer: I think when the local breweries
were coming on stream, correct me if I am
wrong, but they were looking at the draft market
as being a fairly lucrative end of it, that they
wanted to funnel their sales towards.

With the minimum pricing of liquor in bars
now, has there been any indication or any notice
of the local breweries suffering under that
system of minimum pricing because of their
reliance on draft sales?

Mr. Lussier: It will vary by the brewery. In the
case of Two Rivers, yes, there was a decrease in
their draft sales, but there was a huge increase in
their 2-litre sales. So compared to where they
were previously, they are doing very well. They
are up actually.

In terms of Fort Garry, there has been, yes,
some decline because draft sales have gone
down. However, draft sales are going down all
across the country. It seems to be falling out of
fashion to drink draftt You are getting a



6 LEGISLATIVE ASSEMBLY OF MANITOBA

July 2, 2002

movement over to coolers, which is the big
move now. But, yes, there has been some
decline.

Mr. Reimer: I know that this topic came up
before and it is in regard to AIR MILES. You
can use your card when you go to the local MLC
Commission, like in Southdale where I live, and
they will take my AIR MILES, but if I go out to
visit my friend here in Gimli or some of the
smaller towns that have a local distributor of the
same liquor, why are they not permitted to
accept AIR MILES also when I purchase liquor
there?

Mr. Lussier: Because there is a cost associated
with it. First of all, in terms of our contract with
AIR MILES, they would have to all agree, every
single vendor in the province would have to
agree that they want to give out AIR MILES.
Then they would have to pay the costs
associated with AIR MILES, and I would sug-
gest that that would reduce their remuneration.

So they have not been given the option to do
that. They were more concemed, when we dealt
with them, about increasing their stock on hand
and their discounts, and those were accom-
plished in this report, also giving them terms, as
well, to try to enhance the service in rural
Manitoba.

Mr. Reimer: Licensees, can they go to their
local liquor store to purchase liquor, or does all
their liquor have to be purchased through the
MLC?

Mr. Lussier: They have an option to purchase
through the liquor store or through the distri-
bution centre, either one, or through a liquor
vendor, as a matter of fact. So there are options
open to them. There are some restrictions in
terms of quantities in terms of pickup at some
stores.

Mr. Reimer: If a licensee was to go into the
local liquor vendor, can he or she purchase their
supply of liquor and pay for it with their credit
card and process their AIR MILES at that time,
by the licensee?

Mr. Lussier: I am sorry, I am not clear. At a
liquor vendor or through a liquor store?

Mr. Reimer: Store. You know, they go to the
local store at Grant Park. The restaurants in the
area are running out of a certain type of liquor,
hard liquor I am talking about, not beer but hard
liquor, and they need a case of this, a case of that
type of thing, and they come in.

Can they pay for it with their Visa card, and
can they use their AIR MILES card to get points
for themselves?

Mr. Lussier: No, they cannot pay for it with
their credit card. They can pay for it with a debit
card, and we only give AIR MILES on the wine
side of our business. So they can get AIR
MILES on their wine purchases but not on
spirits and coolers.

Mr. Reimer: So the licensee, if they are in a
situation where they have to stock up, well, say,
for example, on the Canada Day weekend, and
they wanted to go to the Liquor Commission,
they could not use their Visa card or their com-
pany Visa card to purchase the liquor. They
would have to come in with what, cash, or a
certified cheque?

Mr. Lussier: No. In fact, we provide them with
terms, 15-day terms, which can be processed
through a liquor store. So they could pay 15 days
down the pipe from that. Instead of credit cards,
we provide them with terms because to accept
credit cards on all licensee sales would cost us
millions of dollars.

Mr. Reimer: But they can get what you say if
they can process their AIR MILES card against
their wine sales that they purchased through that
store, and the payment though they could forgo
for the total amount could be 15 days?

*(10:30)
Mr. Lussier: That is correct.

Mr. Reimer: 1 was wanting to ask a few
questions in regard to the licensing of com-
munity clubs and community centres. I under-
stand that there is now a training program
involved with anybody that is serving liquor.
Maybe you could correct me on that. Is this in
effect right now?
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Mr. Lussier: Yes, it is for licensees and
employees of licensees. It is not in effect for
permitees. It does not apply. Now, in the case of
large permits, say Folklorama as an example, we
have encouraged the operators to take the course
because they are very large operations. It be-
hooves them, even from a liability point of view,
to have trained staff on hand. We have encour-
aged operators, community clubs let us say, that
do provide a bartender, for a permit. We have
encouraged that bartender, if it is a regular
occurrence, to take the course as well, but it is
not mandatory.

Mr. Reimer: Because I had been approached by
community centres saying that the new rules-I
did not even realize that there were rules; that is
why I am asking the question. Because com-
munity centres are almost 100 percent by volun-
teers, when they put on a community event
through their community club and they apply for
a liquor permit to sell beer or wine for social
occasions, you are saying then that the person
that is the volunteer that comes in to man that
bar, naturally abiding by the rules that are set out
in the permit, he or she does not have to go
through a special training program for the
serving of liquor at that club. Is that true?

Mr. Lussier: That is true.

Mr. Edward Helwer (Gimli): I just have a
couple of questions. I guess I will start with the
one regarding the licences, a number in 2000 or
when you held your hearings or meetings around
the country to discuss some of the things that
MLCC does or one thing or another. I attended
the meeting at Gimli and at that time brought to
your attention the fact that the Petersfield store
had applied for a vendor licence a number of
times. They had not been successful in getting
their licence. One of the reasons was the distance
between stores. I understand that was changed a
number of years ago. That responsibility now
rests in the hands of MLCC, and you have the
authority to either grant or not grant a licence to
anyone that applies.

In the case of the Petersfield store, they have
applied for a vendor, and I think they should
qualify. First of all, the town is growing, and it is
a big tourist area with the Netley Creek there.
The number of tourists expands the community

quite a number of times actually. The population
increases a lot during the summer because of the
number of cottages there and the number of new
ones that are being built in the area, also the
number of full-time residents that live there and
commute to work in Winnipeg or Selkirk or
wherever. So, therefore, even though the store is
six miles from Clandeboye, or something of that
nature, six or eight miles, whatever it is, it would
not affect the sales of the Clandeboye store. Yet
it would give the people of Petersfield an
opportunity to be able to purchase whatever they
need if there was a liquor vendor at the store in
Petersfield. The people that own the store do an
excellent job of running the store. They have a
post office. They are able to do that very suc-
cessfully. They have a little restaurant and the
grocery store, and they will, certainly, I think, do
a good job if they also had a liquor vendor. I
would certainly support them. Has the MLCC
recently looked at the application of the Peters-
field store?

Mr. Smith: On the specific store location and
site, I will pass on that to Mr. Lussier after. But
on the kilometre radius, certainly you mentioned
that a number of years ago it was changed. There
have not been any changes in the last decade
regarding kilometre radius specifications that are
laid out, nor the amount of people within a
catchment district that are laid out as well. The
specifications have not changed over the last
period of time, certainly through the nineties and
into 2000. Many of the folks with the outlets
within rural Manitoba have agreed to these
specifications, protection for their area, making
certain that they maintain a viable business, a
business within their communities that is stable.
The previous government looked at that and we
have agreed to that, the protection for especially
a lot of the rural areas out there.

When you get the idea of looking at reduc-
ing size or kilometre radius or expansion into
other areas, the impact can have a drastic impact
on many of the operators that are out there. The
ones that are out there have a good, established
business. They are very conscious and cogniz-
ant of infringement on others within their area to
maintain viability. As areas grow populations
grow. If they were not able to meet the popula-
tion specifications, an area has grown and they
reapply, that is taken into consideration.
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We also see a lot of the vendors out there
summer to winter changes. You see, with tour-
ism and whamot, the expansion of part of the
year, large increases and growth out there. We
see a reduction through a lot of the winter
months. In other areas we are seeing some
growth in winter months with the expansion of
tourism into the snowmobiling industry, into
some of the new entertainment process that
people have looked at in the last while, in cross-
country skiing, a lot of the Americans coming up
to your area in particular, Riding Mountain, that
area, many of the other areas that we can
mention.

But the transition trends of population
growth do impact season to season. There have
not been changes made over the last ten years.
Probably for many of the folks out there, espec-
ially in rural areas, they fully agree with the
implementation of the specifications that are in
there now. We have heard that over and over
again from many of the vendors in rural Mani-
toba. They would not like to see any change in
that area. The review of it has not been under-
taken and is not planned.

Mr. Helwer: Just in reply to the minister, a
number of years ago a bill was passed changing
the act somewhat and taking the kilometre dis-
tance out of the act and putting it into a regu-
lation with the MLCC, except the MLCC has the
regulation to allow or to change the distance
factor.

In cases whereby in the case of Petersfield,
because of the tourist aspect and because the
community is growing, because of the fact that
this community does have all the amenities, a rec
centre, a curling club and hall and things of that
nature, they have all the amenities there. So it is
attracting a lot of residents to live there and
commute to work in other places such as Selkirk
or Winnipeg. So it does not matter what the
distance is. I mean, you have examples already
of where vendors are closer than the six miles or
10 kilometres, whatever your regulation is. So
you already have examples, and I can give you
those if you would like, where your regulation
does not affect some of the vendors already in
place.

So I do not know why this particular com-
munity should be denied a vendor when it does

have everything there. The business certainly
would be there. The store is a viable operation
and would make an ideal situation too, for, in
your case, you increase sales and it would not
affect any of the other neighbouring stores, or
neighbouring facilities. So I feel that these
people should be given at least a hearing so that
they do understand. I think they should qualify
for a vendor.

Anyway, has the MLCC looked at this
particular vendor or looked at changing their
regulations as to distance?

* (10:40)

Mr. Smith: Madam Chair, your member is quite
right. There are some anomalies out there, cer-
tainly with different locations that are within the
set radius that is out there right now. But those
ones that you have mentioned are ones that have
been grandfathered, or grandparented, I guess,
would be a better term, ones that have been in
there for a number of years and a considerable
amount of time. There have not been new ones
established, certainly within those radiuses in the
past number of years.

Certainly, if someone is looking to have
consideration in an area, nothing prevents people
from making an application, having it looked at
and certainly being given due diligence through
the processes, as are all applications. Certainly,
that is possible. I would maybe pass it on, on this
specific location. Maybe I would forward this to
Mr. Lussier to see if he has any information
regarding this particular location.

Mr. Lussier: Yes. I have been dealing with the
Clandeboye situation for-how many years, Ed?—
15, maybe. Just to update you on where we are
at, we have reviewed the 20-kilometre rule. It
came into existence in 1982, so there was, prior
to that time, no distance restriction. That ac-
counts for a lot of vendors that are closer to-
gether, who are grandparented in, as our minister
said.

We reviewed that in 1990 and it was
reviewed again prior to signing new vendor
agreements, reviewed in the sense that we did a
province-wide customer survey of people that
virtually shop exclusively at liquor vendors and
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asked them what they felt was a reasonable
distance to drive. It came out that 20 kilometres
was deemed to be reasonable in a rural area.
That information was shared with the Liquor
Vendor Association. The Liquor Vendor Associ-
ation felt strongly enough that, in the develop-
ment of their new operating agreement that we
have signed with 180 liquor vendors, it incorpo-
rates a territorial protection. So it incorporates
the 20-kilometre distance restriction between
vendors into those agreements. Those are five-
year agreements. If we located another vendor at
this point, we would be in violation of 180 oper-
ating agreements.

Mr. Helwer: I want to thank Mr. Lussier for his
reply. My next question is regarding, I guess, a
vendor just outside of the city that is selling—I
think Mr. Reimer touched on this a little bit-was
delivering or supplying some of the hotels with
some of their requirements. In the case of Lock-
port, as an example, the store there was stopped
from selling to some of the hotels in Winnipeg
and stopped from delivering, I guess, into
Winnipeg. Now the hotels have to go out there
and pick it up and pay for it however they want,
with their credit card or however they want.
They can do that. But why is there a new
regulation in the fact that the hotels have to go
and pick their stuff up, they cannot have it
shipped by courier or any other way at this time?

Mr. Smith: Madam Chair, certainly the terms of
conditions are identified with all vendors
throughout the entire province, and any vendors
that are in contravention of a licensing agree-
ment, from the terms that were set out with their
initial terms, would not be acceptable. Many of
the vendors that are out there, when coming on
board with their particular location, are fully
aware of the terms, and certainly all other vendor
locations throughout the entire province of
Manitoba are well aware of the terms that are set
out. In this particular location, this is not, and I
will refer this to Mr. Lussier, something that is
new. It is something that has been established for
a period of time and it is not something that has
been brought in over the last couple of years.
Certainly it was the same with the prior
government, as it is now. It is not something
new. It is not something that has been brought in
since '99. Certainly not. It is one that all other
vendors throughout the entire province of

Manitoba adhere to. I will repeat, it is not some-
thing that has been brought in. It is not some-
thing that is new.

Mr. Helwer: I think you misread the question.
This was a specific item that pertains mainly to a
vendor who is located just outside the city,
actually, and was delivering to some of the city
hotels and was stopped from doing this for
whatever reason. It certainly has affected his
business and affected some of the hotels that he
was supplying too. I think Mr. Lussier touched a
little bit on this before, but it did not really
answer the question as to why the store at
Lockport cannot sell some of his supplies to
hotels; or he can sell to them but they have to
come pick it up and pay for it with a credit card.
So this is a new regulation that you put in. This
is not something that has been in effect any
length of time.

Mr. Smith: There was no misread of the
question. This has been in place for a number of
years. It is not something new. The delivery that
the person was doing from their facility into
others, that is in contravention of the licensing
agreement and that is not acceptable to be in
contravention of the agreement. That is not
something new. That is something that has been
there a good period of time, so it was not a
misinterpretation or misread of the question. It is
something that has been in effect for a length of
years.

Mr. Helwer: I just have one question and then I
will pass it on to the critic here. Last week at the
AMM meeting, the Association of Manitoba
Municipalities, that was held at Stony Mountain
for the Interlake municipalities, they had a
discussion about the new training that would
have to take place for some of the people who
were able to serve or be bartenders at curling
rinks, local town halls and things of this nature,
and it is putting an unfair burden onto some of
the municipalities with these halls and curling
rinks. So they passed a resolution at that time,
explaining that this was an unfair burden on
some of the smaller curling rinks, town halls,
places like that, where they use volunteers to run
the bar or whatever.

So, has the MLCC, since the new regulation
that they brought in about a year ago or so,
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looked at some of the local facilities, such as
curling rinks and local town halls maybe, and
exempted them from this training program? Or,
because they have to take the training, they have
to pay for the training and then they are the only
ones that can serve in that particular facility,
have they looked at exemptions for smaller curl-
ing clubs or smaller halls?

Mr. Smith: I have had a discussion and cer-
tainly talked to many of the folks out there,
AMM. Generally, the impact from the recom-
mendations from the Responsible Server Com-
mittee on responsible server training is that a lot
of the facilities have been extremely popular and
well placed with a lot of the smaller com-
munities. The question was asked previously on
some of the locations and on some of the permits
that pop up in some of the communities, and,
certainly, it is not mandatory for a lot of them,
some of the special permits that pop up, but,
certainly, any facility that serves liquor within
the province of Manitoba on a regular basis—the
recommendations are quite strong from the
communities out there that they would like to
see responsible sales service and consumption of
alcoholic beverages throughout the entire prov-
ince of Manitoba.

The member may have some specific cases
that he knows of that are irregular or that might
be on special occasions or not on a regular basis,
but, certainly, overall, it has been extremely well
accepted by AMM as well as by many of the
communities out there. The Responsible Server
Committee recommendations on responsible
service in all licensed establishments throughout
Manitoba, and whether it be a curling rink or any
other location that serves alcohol on a regular
basis, certainly, I think all Manitobans benefit.
People benefit in Manitoba by having respon-
sible service within licensed establishments.
This Government supports that.

* (10:50)

Mr. David Faurschou (Portage la Prairie):
Good moming. I appreciate the minister's open-
ing remarks, especially one that recognized the
progress in wine sales that have been made over
the past year.

I do want to ask first off of the chairman as
to when we will receive this year's report. We
are essentially a year out of date here.

Ms. Carmen Neufeld (Chair, Manitoba Liq-
uor Control Commission): April 30, of course,
is our year-end and we are just in the process—
sorry, March 31 is year-end—of drafting the
annual report. The auditor's report was just
discussed at our board meeting the other day. So
within a few weeks you will see the annual
report come out.

Mr. Faurschou: [ appreciate the chairman's
response. I will look to the minister to ask that
this committee be convened shortly thereafter
the publishing so that we can get a little more
current with our discussions rather than talking
about something that took place almost two
years ago.

Mr. Smith: Certainly, I absolutely agree with
the member from Portage that things should be
transparent. This Govermnment has led the way in
that in the last number of years. Certainly, once
all information is established and in, and the
quite comparable staff and the Chair forward the
information on and it is processed, I certainly
would be in agreement with you that we would
like to have that expediently brought into this
committee to completely scrutinize, in a trans-
parent way, for all Manitobans.

Mr. Faurschou: I do appreciate the minister's
co-operative attitude this moming, and I will
very much look forward to seeing the annual
report in fairly short order.

Starting as my opening remarks in regard to
wine, the minister, when he initially took over,
and it was in his responsibilities, looked favour-
ably upon extending the private stores through-
out the province. I know that his own home town
of Brandon was interested in seeing that activity
within his own constituency. I just wonder, has
the minister made any progress in that regard?

Mr. Smith: I appreciate the member's remarks,
if not his memory. The wine stores in Manitoba
were brought in during the previous govem-
ment's reign and are doing quite well. There are
a number of locations out there that have pro-
vided a service to Manitobans, and certainly
seem to be doing quite well on both their bottom
lines and their distribution and their quality of
service to Manitobans.
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As far as extending or expanding that, the
member might recognize, or realize, that last
year when we had spoken on that, we had not
mentioned any expansion. Certainly, in Mani-
toba, we are going through a process that was
initiated by the previous minister, Diane
McGifford, on The Liquor Control Act that
really had not had any major changes since
1956, and any substantive changes since 1981,
and, certainly, went through quite a process with
Manitobans on a number of issues questioning
Manitobans, a lot of the communities. I know
the chair that is with us here today, Ms. Neufeld,
certainly brought forward a number of recom-
mendations. Some of the recommendations were
acted upon.

As we had said last year, when these
changes had been made, there would be a review
process after a period of time, which would take
us into August before the year is even out, and
the review process after that period of time on
some of the changes that had been made and see
what Manitobans have to say on a number of the
issues, a number of the changes. On the licens-
ing of a lot of the wine stores that are out there,
they are a few years away, my understanding,
specific dates I am not exactly aware, but cer-
tainly no changes are anticipated in the next
period of time regarding a lot of the actions that
have been taken prior. Certainly it would be pre-
mature to look at any changes in the wine
industry out there, that is there now.

Mr. Faurschou: I appreciate the minister's
remarks. I understand, through the media re-
leases, there was consideration that involved the
courts by the existing private wine stores. Has
that situation been resolved or is it progressing
through the courts?

Mr. Smith: I appreciate the question. That is
something that is actually in front of the courts
right now, and it would be inappropriate for me
to discuss that matter, certainly as it is in front of
the process in the judicial system right now.

Mr. Faurschou: Yes, I agree with the minister,
and I understand that. In regard to the numbers
of vendor outlets throughout the province, it
continues to grow when the MLCC has been still
operating 45 outlets directly. What, as a

percentage, do the MLCC-operated stores handle
as dollar value to gross sales?

Mr. Smith: The technical question certainly we
will pass on to Mr. Lussier, but the amount of
vendors out there, you are speaking of liquor
vendors, and I will let Mr. Lussier handle that
question, but certainly there have been beer
vendors, growth is in beer vendors out there. As
far as the liquor vendors, it is my understanding
they have not grown to a great extent over the
past number of years. I will pass on the technical
response to Mr. Lussier.

Mr. Lussier: Dave, were you talking about the
liquor vendors or our stores?

Mr. Faurschou: Just in overall sales. You have
a schematic here of numbers, retail outlets. I was
wondering whether you could effectively con-
vert that schematic into dollar values as a°
percent of gross sales, like MLCC, 45 outlets;
special wine stores, 8; private liquor vendors,
179; beer vendors, 303, which is up from 301.
As a percentage of sales, if I could just write a
percent beside each one of those figures, I would
appreciate that.

Mr. Lussier: I am sorry, I do not have a calcu-
lator with me, but I can give you the raw
numbers which will give you a feeling for it:
stores, about $168 million; licensees, $185 mil-
lion; liquor vendors, $38 million; specialty wine
stores, $10 million. My very capable CFO just
gave me a percentage. We are approximately 42
percent of sales through our liquor stores.

Mr. Faurschou: Well, I can appreciate that as
MLCC is a major contributor with a few in
number as outlets. Just moving down from that
particular diagram, we go into a break out of
sales, profit and expense ratios. I want to address
this to the chairperson. Is she concemed about
the continued reduction in gross percentage as
related to sales, net profit as it relates to sales?
And yet, general adminiswrative costs, while a
little bit down from last year's comparison, is
still significantly up over the course of the last
three years.

Ms. Neufeld: The main reduction is because of
the private wine store sales. There has been a
reduction because of the discount structure that
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is given to private stores. That is why you see
the decrease here, and for a more technical
answer I will transfer to Don.

Mr. Lussier: It is a combination of both, the
high discount structure to wine stores as they
gain a share of market that reduces our gross
margin. Also, shifts in mix. So, yes, we are very
happy to be selling more wine, but wine is a
lower-margin product than spirits. Similarly,
beer is the lowest margin product that we sell, so
as we see growth in those areas, we get reduced
margins. Coolers are another one. So it is mix
change, and sales channels change.

Mr. Faurschou: I appreciate the answer. In
regards to wine sales, although they are up, per
capita consumption remains flat. Do we see that
as a topping out, or do you feel that we have just
plateaued momentarily? Do you look to this year
seeing higher consumption?

Mr. Lussier: Yes, I support your point. I wish
we were dealing with this year's report which
obviously we are privy to, and yes, wine sales
have just had a blip here; they stabilized here,
but they are up substantially in the next year and
more substantially are cooler sales. Cooler sales
are the fastest growing segment right now.

Mr. Faurschou: I appreciate that, and it is
another reason that the minister bring forward
this year's report at his earliest convenience.

In regards to the Responsible Server Com-
mittee report and focussing on the importance of
training staff, I was just wondering about the
number of educational opportunities for staffing
throughout the system, and in regards to that, on
page 11 it refers that the number of staff in
licensed premises throughout the province fell
from three years ago down to only 194 when, in
fact, one of the recommendations is they retrain
more staff?

Mr. Smith: Just on a technical point, I will let
Mr. Lussier answer, but certainly with the staf-
fing transition and a lot of the staffing had been
given to a set period of time on existing staff,
certainly to gain the knowledge and the educa-
tional component that is now before them, and
there was a pretty good length of transition
period for existing staff. Obviously people are

busy, and people have to have the opportunity to
have a couple of years on the transition. That, for
the most part, was a good transition; a lot of the
folks had taken the training. Certainly new
people coming on and both licensees and the
general public out there, I believe, are well in-
formed that the training is needed for these
specific job tasks. But on the specific numbers, I
will pass it over to Mr. Lussier.

Mr. Lussier: The minister is quite right. We had
some transition of employees at that time. How-
ever, equally as important is the fact that we
have contracted out the training to MTEC.
Manitoba Tourism Education Council is doing
the bulk of the training now, to the extent that, as
you will see in this next annual report, over 6000
employees and owners of licensed premises have
been trained in the last year, and that has been
done largely through MTEC. So you will likely
see this number continue to decline as it is good
businesses going out.

* (11:00)

Mr. Faurschou: I appreciate that, although it
gives you a misrepresentation of what is really
happening out there by continuing this schedule
here. Perhaps maybe it could be inclusive of a
contract sub-note here, so that we are comparing
apples to apples.

In regard to the number of inspections, num-
ber of persons charged, we are dealing with one
snapshot here. I do want to ask, then: We went
up by over half a million dollars in salaries and
expenses this year over last, yet we are looking
at minimal increases in investigations and fewer
education opportunities. Can you, perhaps, ex-
press as to how we went up half a million dollars
in salaries and benefits?

Mr. Smith: I am not sure if the member from
Portage is reading from the bottom of page 11.
When you look at the overall and you look at the
licensee visits in 2001 over 2000, substantially
more visits. Investigations and the final inspec-
tions of a lot of the premises are up considerably
in Winnipeg, in a lot of the areas and in rural
Manitoba. Emphasis has been placed on in-
creased visits and I think it is represented in our
information here. I believe, year over year, when
we get into the much anticipated report that the
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member from Portage is speaking of, I think it
will show those numbers reflected again as an
increase. If he has specifics, or would like to
point to specifics, I will let Mr. Lussier or Ms.
Neufeld answer the specifics of his question.

Ms. Neufeld: I would just also like to add that
we negotiated a new contract with our staff and
there was some retroactivity that was involved in
that. That is one of the major reasons why there
was the increase in the staffing costs.

Mr. Faurschou: I appreciate that there were two
schedules here, both the activity involving
licensed premises versus the activity of the
MLCC on occasional permit holders.

I might just ask about the occasional permit
holder, perhaps be very specific as to a concem
that involved two licensed premises in Portage la
Prairie where—Mr. Minister, 1 appreciate your
understanding of the act, though we must be
considerate of flexibility—the Westward Resort
operates a hotel and banquet facilities right
immediately adjacent to the Portage la Prairie
Curling Club which again is licensed in this
respect. There was an event which caused an
overflow, one premise to another, and caused a
significant degree of correspondence back and
forth, to a point, that left both licensee holders
scratching their heads as to how can we work co-
operatively together here and everything made
common sense and yet we got into this harangue
involving the MLCC. It involved placement
where they effectively had overflow into one
premise and were served by another. I think that,
under your administration, Mr. Minister, we can
look to having a little bit of flexibility and to
using common sense when dealing with a
situation that obviously was unexpected by, you
know, the event holder. It was good that it was
more successful than they had planned for.

Mr. Smith: You know, the amount of occasion-
al permits, they do fluctuate month to month
and, certainly, I know the staff from MLCC does
have a degree of flexibility. Certainly, common
sense is something that I believe is taken into
account every day with the staff. I know they
work and try to work with every single person
that applies, try to come to a positive conclusion
within the bounds of the legislation and work
with a lot of folks. This particular instance, I am

glad to hear the outcome was positive in some
form. Maybe, it is one of those things that was a
bit of a misunderstanding, and that is human
nature. I guess if they ran into some problems, it
is certainly an anomaly. I get a lot of positive
feedback on the relationships that many of the
folks out there have with the staff and their
ability to try to work with communities. Every
single permit is a bit of an anomaly on what they
are dealing with. But, if something was a bit of a
negative in your area or the Portage area, I am
not aware of the specific incidents, but, as a
whole, I believe the staff works generally very,
very well.

You can look at the amount of the occa-
sional permits that you go through, some months
much greater than others and certainly workload
and time to go into it. Every once in a while we
all hear that some of the bureaucratic process
needs to be streamlined in many, many areas,
and I believe that is being done. I will give the
staff all the positive accolades that I can because
the information that I do hear coming back on
their ability to, in most cases, work out a solu-
tion with many of the folks.

On this particular incident, maybe Mr.
Lussier knows of the incident, and I guess we
can grow from it and try to make it better in the
process.

Mr. Faurschou: I appreciate the minister's
remarks. Although it was resolved in a positive
fashion, the bottom line in the last correspon-
dence, this shall never happen again, has both
proprietors concemed. You know, we are all out
there in the hospitality industry. Anyway, if Mr.
Lussier has a comment in this regard, I would
certainly be interested in hearing it.

* (11:10)

Mr. Lussier: I am not intimately familiar with
the incident. I have just consulted with Maureen.
It was dealt with administratively. It was not
taken any further than that. It was not taken to
the Licensing Board as a violation. We will
continue to work with the licensees to make sure
that they operate within the confines of the
legislation. We have an act. We have regulations
that we have to abide by. We try to work as
much as possible for the benefit of the operator,
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but we still have a responsibility to make sure
that the act is adhered to and control is
maintained.

Mr. Reimer: I just have a few questions I was
wanting to ask in regard to general and
administrative expenses. I noticed in Community
Support there has been a significant drop be-
tween 2000 and 2001 from $769,000 I guess it
is, down to $127,000. Is that mainly because of
Pan Am, that was the dollars in that?

Mr. Lussier: Yes, that is exactly why the drop
is. It is about $672,000 difference from one year
to the next.

Mr. Reimer: That is charged in the 2000 book,
but what was the charge then charged in 1999, I
guess? Was it prorated over two years, is that the
reasoning?

Mr. Lussier: Yes, that is correct. It is approxi-
mately $700,000 in each year.

Mr. Reimer: I noticed there is also a noticeable
drop in the education component of the com-
pany's obligation to the community in regards to
alcohol education, from $180,000 down to
$107,000 on that page; and then also in the occa-
sional permits where the education of hall own-
ers, permitees and public has also gone, over the
last four years, from a high of $359-down to
$113,000. Why is there not more emphasis or
what is the reasoning the funding is going down
in the education component of public awareness
of alcohol?

Mr. Lussier: Again, I reiterate I wish we had
this year's report to compare it to. The diffé;'ence
between the two years, fiscal 2000 and 2001, is
the reduction in the Show Your Age expen-
diture. In the first year, we had to develop the
material from scratch. That was a cost of approx-
imately $91,000. In the following year, we were
just rolling out the material that we had,
continued to roll out that program, so the expen-
diture is down to $26,000. In the next year you
are going to see a significant increase in this
account in terms of the FAS awareness program,
which will go back up. That program alone is
worth over a quarter of a million dollars. So, yes,
we are seeing this and spending more money on
this.

Mr. Reimer: Yes, because I guess it begs the
question, because in the area of cigarette adver-
tising there is quite a campaign on the dangers of
cigarette advertising and the effects of the health
system here not only in Manitoba but throughout
all of Canada. There is also a risk factor in-
volved with alcohol. But the education com-
ponent, as I mentioned, certainly in this report
here it shows out fairly significant, you know,
when you look at the reduction in the funding
and you look at the amount of funding and
benefits that have gone up in all the other areas.
All other areas are up for the odd exception.
That one there is down very significantly from
$180,000 down to $107,000. Most of your other
areas are all showing significant increases of
spending.

Are you saying then that the new report will
have a significant component of education
involved with it?

Mr. Smith: I believe Mr. Lussier identified the
initial phase of structuring in the cost structure,
$91,000 I believe it was, certainly a difference in
the initial information that was generated, and
then the $26,000 continuing piece of that. But
year over year when you look at it, it would be
nice to have the comparables of the report from
this year. Certainly when you look at some of
the educational components and campaigns that
are out there, With Child-Without Alcohol, and
some of the other components that have gone out
this year are considerably up on the educational
component.

I would agree with the member if his intent
is that the educational component and the expen-
diture certainly is a line that no one wants to see
decrease. I believe we will see next year as we
refer to the numbers year over year an actual,
quite a substantial increase in the educational
component. In that piece it has been certainly
well accepted by the community. We have got a
lot of feedback and a lot of positives back from
the community regarding With Child-Without
Alcohol. It is a campaign, certainly one of the
pieces that is out there that some things are 100
percent preventable. We are highlighting that. It
has been a good campaign. It has been one that
is following through even now as we speak. I
think year over year those numbers will be
reflected.
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Mr. Reimer: One final question: Are there any
plans for any new locations, MLCC locations
here in Winnipeg and the rural area?

Mr. Lussier: Yes, there are a couple that we are
looking at in terms of north Henderson High-
way. We are also looking at the Whyte Ridge
area. We are in the preliminary stages looking at
the market size and volume that we can
anticipate in those areas.

Mr. Jim Maloway (Elmwood): Madam Chair-
person, I would like to congratulate the Liquor
Commission for putting the annual report on-
line, although it is not really indicated as such
here in the annual report. I would expect that
these annual reports are still fairly costly to
produce. Since the Liquor Commission is not a
private corporation reporting to shareholders, I
do think, though, that the annual report should
be on-line, which it is now. It should be pro-
moted as such. When people request a copy if
they do not have an Intemet connection or a
computer handy, the Liquor Commission should
probably just simply download a copy of it, print
off a copy for a few cents a page and send it out
to people. I understand that it is available on-
line, but you are producing these copies because
there are a number of people who do not have
Intermet connections. I find that kind of hard to
believe because we have 580-some locations
across the province, and all the libraries are
connected, all the government offices are con-
nected, so it really should be easy enough to
dispense with this and dispose of this. If there is
some legal requirement that we do it, we can
certainly change the law to require that it not be
produced any more.

I brought this to the attention of the Hydro
people and others as well, and it is an issue that
we should probably look at, but I did want to
give you top marks for actually getting it on-line
for the first time this year. Perhaps you could
respond to that, and then I have a few more
questions that I want to ask.

Mr. Smith: The member, just to go in reverse
on his question, there are some legislative
changes that are necessary to accomplish what
the member is mentioning. Certainly, that is
something that is being considered and will be
looked at in the very near future. I do give 100%

credit to MLCC for modemization and going on-
line. More and more and more households and
people in Manitoba have the ability to do that. It
is instantaneous. It is cost beneficial. Certainly,
if we can get in some legislative changes, that
would enhance that. This year, the information
that will be provided will be bilingual, so it is a
process that is very positive. It has been a lot of
work on the side of the staff to get to the point it
is now. The answer to your question is there are
legislative changes to move ahead.

* (11:20)

Mr. Maloway: So to follow up on that question,
on the issue of the ERP enterprise resource
software that the commission is proceeding with,
I am really interested to know whether they
looked at the possibility of integrating with SAP.
The Government has had SAP system now for
three or four years. We have paid for the system.
It certainly should not cost anything more to go
with the existing govemment system. You know,
I understand that SAP may want to charge you
for the additional seats, but we are certainly
paying enough for the seats we have right now,
and I do not see why that would not be just
included for free. We are not using up our full
allotment, I do not believe, there, but anyway, I
am sure there are reasons why you would not
have gone with SAP, if you had gone some-
where else.

I am really keen about the idea that we
should not be developing software from the
ground up, that we should be trading with other
provinces. We have product here that other
provinces need in other areas. We can certainly
trade. If you need something, we can trade
something that we have got for something that
somebody's got somewhere else and do it at no
cost. Those options should be looked at before
we get into big development plans for software.

So, if you could just give me an update on
where things are going with your ERP proposal.
I mean, I am very supportive of you doing this,
and the quicker the better, but I just wondered
whether you had looked at that SAP option.

Mr. Lussier: Actually, we were down to two
finalists when we made the selection. SAP was
one of the finalists, and JDE was the other one.
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We chose to go with JDE because they had a
better fit in terms of their business to our
business. They specialize in distribution and dis-
tribution finance and retail, and that is the area
that we selected on.

I think it is interesting to note that SAP has
not been selected by any of the other liquor
boards in the country, whereas JDE has been
selected and is operational in B.C. and Québec
currently. So it seems to be a better fit for our
business. We are a retailer-wholesaler, and they
have a better fit for us.

Madam Chairperson: I must apologize. I did
miss seeing Mr. Derkach's hand. I wonder if we
can go back to the Opposition for now, and I will
come back to you.

An Honourable Member: Sure, that would be
fine.

An Honourable Member: Actually, he had his
hand up first.

Madam Chairperson: Okay, Mr. Faurschou.

Mr. Faurschou: I appreciate the staff enlight-
ening our Chairperson that this is an opportunity
for the Opposition to question government, and,
yes, government caucus members do have op-
portunity to question. We must agree mutually to
yield the floor.

In any event, Madam Chairperson, I would
like to ask the minister to very quickly respond
in regard to the Westward situation, along with
the Portage Curling Club. Is it the act that it is
the restrictive component in this particular situ-
ation? '

It was, though, recommended that there be
some flexibility between licensed holders in the
recommendations that were brought forward,
one of the 44 recommendations that transfer
back and forth could be facilitated. I want the
minister to look favourably on that. We do have
a minimum amount of time here so comments, if
any, please be brief.

Mr. Smith: I will try to be a brief as possible. I
certainly do agree that all members around the
table should have the opportunity to put the

minister on the hot seat and ask any question that
they would like to bring forth. Certainly, the
Opposition has done a good job this moming on
some very, very good and relevant questions,
and I have appreciated every single one of them.

Certainly, the flexibility that the member
speaks about is done as far as legislation will
allow and regulation will allow on any particular
issue. On the specific issues being dealt with by
the folks within the MLCC, they would have to
be looked at on a basis where the individual
issue would have to be taken into place, the
recommendations the member mentions. Other
things will be considered after the review, after
the year review which comes up this year in
August, I believe. After that time, the informa-
tion will be brought forth.

I know the Chair and the members of the
MLCC have recommendations on possible
changes that will make more positive, I think,
some of the issues that the Member for Portage
(Mr. Faurschou) is mentioning. Certainly, any
relative recommendations like that that are
brought forward will be given due consideration.
The member mentioned before that some com-
mon sense to be used is never a negative, that is
for sure.

I know members opposite agreed on some of
the changes that had been brought forth, and
maybe there are some potential changes that may
be brought forth that make good common sense,
as the member mentioned.

Mr. Faurschou: I appreciate the minister look-
ing into it, because we are here to look upon the
industry as one that has shown a great deal of
responsibility in the public, not to be hamstrung
to effectively accommodate a few more individ-
uals who wanted to partake of a event that was
obviously a tremendous success and to licensees
who are looking to provide that service very
responsibly.

So I would like to encourage the minister to
look at this particular situation and to come for-
ward after the review with legislative and regu-
latory changes to address it.

Now, I see that we have the same auditor
from last year who has looked over the books, as
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has been in the past. Just in relationship to some
of the changes, I note that over the course of last
year and a half, we are up $130,000 on bank
charges which is significant. I look to staff travel
that is up quite significantly, vehicle expenses
that are up significantly. As this report has been
alluded to by my colleague here, alcohol edu-
cation has been cut dramatically year over year.

So, if this report is giving the wrong impres-
sion, I would like to hear specific comment to
those particular lines.

Mr. Smith: The Member for Portage's identi-
fication of some of the small pieces out of this
entire draft, and 1 think when we look at the
anomalies from year to year, we can certainly
look to the bottom line, I guess, year over year
on the overall profit.

I think that, when we look at the profit year
over year, the total outcome is very positive. It
was brought through the late nineties. In fact, the
overall profits from the MLCC, as a whole,
certainly, some expenditures, line to line, do
change year to year. It was explained prior by
Mr. Lussier on some of the anomalies on the
educational component, and piece of the initial
set-up of some of the educational components in
the front-end costs; on the educational com-
ponents that were not carried year to year, and
actually charged into the following year, because
of that piece that carried forward on that is not as
substantial, and next year's, I believe, will
identify as the Member for Portage mentions.

The educational component or the edu-
cational piece will certainly increase the posi-
tives of that. I think we all value and we all
know that is nothing but a positive benefit for
Manitobans, as much possible education and
responsibility as we can. The relevance of that, I
believe, is very substantive. We will certainly
see that reflected in the next year.

As I mentioned, front-end costs were not
carried into this particular year, so it was not
charged against the 2001 numbers. Next year,
some of the front-end load costs, again, are
relevant. The particulars of some of the other
costs and increases, as well, certainly are part of
year-to-year transitions. For specifics, I could

refer some of that to either Ms. Neufeld or Mr.
Lussier.

Ms. Neufeld: On the travel line, I would like to
just indicate that the majority of the increase
came as a result of the public review. So we
traveled throughout the province to find out what
Manitobans were interested in in terms of
changes to the liquor act. So that is why you see
a substantial increase in that line.

In terms of bank charges, as we all know,
the banking induskry continues to increase their
charges, whether we like it or not. The other
explanation on that is there were increased sales,
and, of course, with increased sales and in-
creased transaction, so also goes the increase in
the bank charges, as the number of transactions
are flowing through our bank account.

* (11:30)

Mr. Lussier: In addition to that, more and more
of our customers are using plastic, in one form
or another, so we pay charges on that basis. On
the other side of that, it is more efficient for us,
than handling the amount of cash we used to
handle.

Mr. Faurschou: I appreciate that. In speaking of
expenses, you alluded earlier to the cost of the
AIR MILES Program. Could you perhaps be a
little more specific, or where do I identify that in
the administrative and general expenses?

Mr. Lussier: It is in the advertising and promo-
tion account. So that million-dollar account,
approximately $700,000 worth of that is AIR
MILES costs. What you are not seeing on that
side of it, though, is the revenue that is generated
as well, because we sell AIR MILES to our
suppliers, and also, we rent end aisles to them as
well. That generates in the neighbourhood of
$500,000 in revenues in a year.

Mr. Faurschou: So you are looking at the AIR
MILES Program as a net cost to the system of
about a quarter of a million dollars, is what you
are saying. That AIR MILES Program is limited
solely to that of wine sales?

Mr. Lussier: In terms of licensees, that is
correct. In terms of the public, no. Anything that
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is purchased through our liquor marts qualifies
for AIR MILES. We have studied the program a
number of times. In terms of lifting sales, there
is a net benefitt We have calculated it in
conjunction with AIR MILES over the life of the
contract at approximately $1 million net gain
after factoring out what we pay for the miles.

Mr. Faurschou: So, effectively, you are saying
that a net gain of about a million dollars to the
bottom line with the AIR MILES Program, and
yet you are the only game in town? How are you
drawing conclusions to that, that we will drink
more to gamer AIR MILES?

Mr. Lussier: Yes, that is exactly right. I wish
we were the only game in town. I am betraying
my bias, but we are not. As you asked earlier, we
are 42 percent of the sales. So that means some
other people are selling 58 percent of the product
in this province, and we compete with those
people. So it is a competitive tool that we use to
gain share of market, as well as to lift our sales.
In other words, if you—/interjection]

Ms. Neufeld: I just wanted to add that it is not a
matter of encouraging Manitobans to drink
more. What ends up happening is they may pur-
chase up. They may buy a product that is an
extra dollar just because that will then get them
into the AIR MILES category. It is certainly not
intended to encourage additional consumption. I
just wanted that on the record.

Mr. Faurschou: The AIR MILES Program, you
indicated earlier, is only available in conjunction
with licensees if they sign on 100 percent. Can
the individual licensees not apply for AIR
MILES themselves and go into the program?

Mr. Lussier: Only as it applies to wine. They do
not have to be 100 percent. They can be buying
from us, from a wine store, from a liquor vendor,
wherever they choose. They only gain AIR
MILES when they purchase through us. What-
ever wine sales come through our distribution
centre or liquor mart, they are credited with AIR
MILES.

Mr. Faurschou: I am still a little confused in
regard to it. If you have a particular licensee,
such as the Portage Hotel, for instance, and they
are selling beer. If you buy that same case of

beer at the MLCC store 10 doors away, then you
can get AIR MILES on that case of beer, yet at
the Portage Hotel you cannot. Can the Portage
Hotel make application and participate with the
AIR MILES Program provider?

Mr. Lussier: No. Under contract, we have the
exclusive rights to AIR MILES in the province
for the sale of liquor.

I go back to it. We are in a competitive
environment. We do compete with hotels, with
liquor vendors and with wine stores for business.
So AIR MILES is one of our competitive tools.
We do not all compete on the same basis. In
other words, hotels, not hotels, but, say, liquor
vendors will take a credit card from a licensee.
That is fine and dandy. That is their competitive
choice to do that. We do not use credit cards for
licensees because, as I said, that would cost us
over $2 million with no appreciable gain. It is a
competitive situation where we are looking for
shift in channels.

Mr. Faurschou: I know one is using the com-
petitive angle, but in fact it is just the opposite. It
is a monopoly situation when you have an
exclusive contract, that you have specifically
gone in as the big kid on the block and used that
market dominance position to work with the AIR
MILES Program persons and locked up through
this contract and effectively locked out your
competitors. It would be a competitive situation
if you were providing AIR MILES and they
decidedly did not provide AIR MILES, but you
have done both. You have got the program and
prevented them from competing with the pro-
gram.

Mr. Smith: The competitive environment out
there is relevant. Certainly, AIR MILES is one
form of competitive tool that can be used by
anyone out there.

Mr. Lussier alluded and mentioned when
you are buying through a private vendor the use
of Visas, or whatever the plastic tool of choice
may be for the purchaser. On those, there are
AIR MILES they do get through the use of a
credit card. For example, some credit cards use a
competitive tool of enhancing that in some way,
some form.
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The other tools that are used have been used
by many of the entrepreneurs that are out there,
whatever tool they use for repeat customer
satisfaction to have people come back to their
environment, one of which obviously is cus-
tomer service. We know that is done very, very
well by private industry and vendors that are out
there throughout most of rural Manitoba. Cer-
tainly, it is quality of choice. It is some of the
enticements, enhancements that the individuals
have, and AIR MILES is just simply a form or a
word that is used on one of the marketing tools.
You could use AIR MILES, I guess, if you
spoke to Visa or TD Bank, or whatever the
plastic card that you are using that is out there,
that does, in fact, give AIR MILES per purchase
or per amount.

So, certainly, it is competitive. I believe that
the private industry does a good job on putting
forward some of their enticements on the
industry, and MLCC has in the past chosen to
use it as well.

Mr. Leonard Derkach (Russell): I have other
questions to go on, but, I think, because we are
on this line, or this topic, I would like to carry on
on this particular issue. I would like Mr. Lussier
to explain to the committee, from his perspective
as the manager of MLCC, why it is that MLCC
is not allowing the vendors to use AIR MILES.
What is the specific reason behind that?

Madam Chairperson: Mr. Minister.
* (11:40)

Mr. Derkach: I am sorry, I asked the question
of the executive director.

Madam Chairperson: You can put the ques-
tion, and either the minister or the corporation
can respond.

Mr. Smith: Certainly, the member from Russell
is asking some form of technical question, but
the overview of the question that is being asked
should be taken into context. The question might
have been able to be asked a number of years
agol know the member from Russell and Portage
will recall that the AIR MILES Program was
brought in during your watch. Some of the

specifics to the question, certainly, may be
relative, maybe something that might have been
asked by the member of his members going back
in time, but the specific question, or the
technical question, I will refer to Mr. Lussier for
a comment.

Mr. Lussier: I would reiterate what I said
before. It is a competitive situation. We use it as
a come-hither item for our customers to come in
and purchase through us. If the product is going
through a liquor vendor, there is approximately a
10% discount that we are paying out to the
vendor. In the case of a beer vendor, it is approx-
imately a 14% discount. So those sales we would
rather have through our own outlets, as that is
the shift part and then there is the lift. Basically,
that is where we are coming from on this thing.

The other thing that I think you got to be
aware of is, we are not preventing the other
operators from offering their own reward pro-
gram. They could approach Petro Points, they
could approach HBC, they could approach Aero-
plan; they have that opportunity if they want to
do it. There is no restriction in saying, no, you
cannot do that. We ourselves do it. Our exclusi-
vity is in the AIR MILES Program, and there are
other programs available if they want to compete
with it.

Mr. Derkach: Well, Madam Chair, Mr. Lussier
talks about competitiveness. You know, when
you are the distributor and you distribute the
product and you also want to be the competitor
in the marketplace, then you have to compete on
a level playing field. Now, being Big Brother out
there and levelling the playing field simply
means that you allow for the competitiveness to
occur without restriction.

What you are doing here is you are tying the
hand of the vendor behind his back and saying
now we are going to compete with you. Now,
how in the world is someone who is a small-
business person supposed to compete without
offering an AIR MILES Program with Big
Brother, the agency of government, who allows
for the AIR MILES and then restricts anybody
else who has a contract with them from offering
it?

I mean, we cannot have it both ways. Either
we take over all of the liquor sales in the
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province and not allow for competitiveness at
all, or we level the playing field so that everyone
can compete.

My question was, what is the rationale in not
allowing a level playing field to the little
businessperson out there who pays taxes, who
employs people, who wants to compete, not with
an advantage over MLCC, but, indeed, on a level
playing field. What is the rationale behind that?
What is the policy that drives that? Is that a
directive from government, or is that, indeed,
something that MLCC has decided on its own?

Mr. Smith: The question from the member from
Russell, certainly when the AIR MILES Pro-
gram was initiated and brought in, I believe, in
September of '98, those questions may well have
been relevant to ask his members in his caucus,
and certainly a question for the MLCC. But, as
Mr. Lussier has commented before—and I am not
sure how much clearer he could be for the
member from Russell-vendors certainly can sign
up for a number of programs, and I believe it has
been mentioned. Others, certainly Aeroplan is
one of the possibilities that is out there, certainly
the credit cards and the benefits of the credit
cards. The ability to charge on a credit card is a
benefit for many of the vendors out there. The
enticements and enhancements of the use of
credit cards by folks out there are possible uses
that might be looked at. AIR MILES is one of
the possibilities. It is one of the things that are
out there, but there are a number. There are
many of them.

I do not disagree with the members when
they probably considered this back in '98 of
bringing it in. I imagine a lot of the questions
were asked by the member of Russell, at that
time, or others around the table or questions
quite relevant. I think the agreement probably
came back that it is one of the tools that are out
there. Many people have had the ability to use
many of the other tools that are out there in
competition. The number of vendors in the
province that are privately owned certainly
greatly outnumbers the number of actual govem-
ment Liquor Control establishments that are out
there, the 45, many of those being in the city of
Winnipeg.

I could be out in my numbers slightly, but I
believe there are 23 in the city and 22 outside the

city; and certainly in Brandon, in Thompson and
in Portage, the larger areas, Russell, I believe.
But many of the private vendors are out there.
As | mentioned, the quality of service that is
provided by these folks and the amount of tools
that they have out there, I believe, puts them in a
very good position to be extremely competitive
against anybody that is out there.

Mr. Derkach: Well, in view of the fact that the
minister is being defensive on this issue, I would
think that it is a government directive then that
has slowed through to MLCC with respect to
this issue, and so therefore he is the individual
who is responsible on behalf of his Cabinet. I do
not take issue with the fact that MLCC is out
there providing services to Manitobans. They
provide a good service, and I will not criticize
them for any of their activities out there, because
I think they are doing a good job. But, at the
same time, I honestly believe that to allow that
little vendor owner to compete in a climate, you
have to allow for the same tools that are being
used by Big Brother, the MLCC here. If that was
indeed the case when our party was in govemn-
ment, it was wrong, and I believe that it is wrong
today. So I do not believe my position on that
has changed.

But I would like to ask the minister, then,
what is the reason for not allowing for AIR
MILES/ We talk about competitiveness. We are
talking about a competitive edge. Well, you can
have a competitive edge by offering different
forms of advertising, if you like, to attract the
customer into your govemment-controlled
stores, but you need a level playing field for
individuals to compete. If you do not provide a
level playing field, it is like having a hundred-
metre race and allowing one of the racers, who
has basically the same skills, a 10-yard
advantage. That is what we are doing with this
issue, Madami Chair. We are allowing for
MLCC, which is basically an arm of govem-
ment, to have an advantage over the vendors.
That is not fair if we want to make this truly a
competitive area. Now the only reason that I can
think this would happen is because government
is interested in the revenues that are coming
from their own liquor stores, and they really do
not care whether the others survive or just
struggle along.
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So I ask the question again. What is the
philosophy, or the policy, behind not allowing
vendors to participate in—not any other credit
card program, I am not interested in those, I am
talking about the points program, AIR MILES
points program?

* (11:50)

Mr. Smith: The member raises a number of
questions. I will point my answers to some of the
specifics that he asked. Certainly, to consider
myself as on the defensive, that is absolutely not
the case. Accolades are paid to the MLCC and
certainly their long-term planning. The process
that they have used over the last five years is no
different than many others on business plans.
The member opposite, as myself, has had some
business background, and, I imagine, he did not
pop up things from month to month. He had a
three- or five-year plan. A lot of the initiatives
that were planned are transition periods now.
Plans are being followed and carried on from
year to year. Three-year plans are coming and
being renewed, and the planning from the pre-
vious administration, certainly in agreement
obviously with MLCC, because not a lot was
raised at that time on the issue of AIR MILES is
something that is, I believe, relevant.

I imagine, and I have mentioned this before,
that it was probably brought up on Aeroplan and
the use of plastic, which is being done more and
more nowadays. We saw a bit of a reduction in
some of the targets because of such. Certainly,
there is a cost on the use of plastic, and I think
every single business is seeing that. With the
bank credit access cards that we see now,
everybody pays that on their business line. We
see a difference on that.

You see a positive of it. People with the
accessibility of dollars, not relevant dollars that
they carry in their wallet as a rule, paper money
anymore; you see a lot of business projections
that are actually increased, even though they are
putting out the expenditure for the cost on the
other side on the front end. But the relevance of
long term and business planning and commit-
ments on enticing and enhancing your business
is done both by private industry, and it is done
by competitive industry of MLCC that they find
themselves in. The mention that bottom-line

projections are important: I believe the member
would agree with me that bottom line projections
should not go down with any substantive busi-
ness, MLCC included.

They do a good job year over year on
expenditure and cost projections. Certainly, the
relevance we have seen from '97, '98, '99, 2000,
2001, and, I believe, projections for next year,
will be very much the same, where you should
have your costs and your net profit identified to
Manitobans and identified to members opposite.
The member, I know, would agree with me, or
may not agree with me, that you would not want
to see the projections on net profit going down in
any way. Other members have identified, as we
see in the lines, some of the educational com-
ponents that show less dollars going in. Next
year, I think we will see that increased. Yet the
profits at the end of the day, at the end of the
year, have done a great job, year over year, for
the last number of years in increasing. To say
that is a negative, I certainly would not say that
is a negative. I would say that is good business
function and practice, as the member knows.

Certainly, he cares about the health care in
his community. He cares about the education in
his community, cares about a lot of things that
the general revenues go into to support in the
province of Manitoba, as do all Manitobans. I
know the member would agree that people, in
general, in his community, in Portage and my
community and in St. Vital, all would agree that
the positives of the increased revenue year over
year is very important. So not a Big-Brother
effect, just the relevance of good solid business
planning. Not planning month to month, but
planning year to year and in longer term plans in
three year and five year plans.

As I mentioned, the introduction of AIR
MILES in September of 1998 was a choice that
was made. The projections were made from the
folks at MLCC and their business case and their
business planning, and certainly well done.

The Aeroplan or other plans that individuals
do have to offer folks out there are a competitive
edge that they have. I know Mr. Lussier, on
some of the negotiations that went on with some
of the vendors that are out there, was well in-
formed by many of the members. I say many of
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the members in the rural because a large amount
and a great deal of the private vendors are in
rural Manitoba and do a fantastic job. I know
Mr. Lussier could add, during the process and in
negotiations with the vendors, some information
that he may want to inform the Member for
Russell (Mr. Derkach), that was done on the
front end. If he would be agreeable, he could add
a piece for consideration for the Member for
Russell in an answer.

Mr. Derkach: I think we understand where the
Govemment is coming from on this issue. The
fact is that MLCC does have a monopoly posi-
tion in the province, in terms of being not only
the distributor but also the retailer, and then sets
the rules for retail to a large extent as well. That
is fine. That is government's prerogative to go in
the direction they are, but it certainly does not do
anything to enhance and to encourage the com-
petitive nature, if you like, in the industry,
which, in fact, at the end of the day, may pro-
duce increased revenues.

We talk about the revenues of MLCC and
the way that they have increased. One has to be
cognizant of the fact that expenditures are
increasing at the same time. That is probably
normal, but, in that area of alcohol education
that my colleague had talked about, we saw a
significant drop from 2000 to 2001. I listened to
the minister's answer, but I did not get a very
clear understanding of the reasons for the
reduction. I am wondering if the minister could
very definitively explain why there was that
reduction from 2000 to 2001.

Mr. Smith: As we mentioned, some of. the
front-end costs that were associated with in-
creases of, we call it plastic, alternative money
access sources, were a cost impact. There are
sales up about 1.7 percent this 2001 over 2.3,
certainly, in some of the anomalies associated
with that. You go back, certainly some of the
large events and large scale events we saw
throughout the province during the late nineties
had an impact.

Some of the specifics of exact dollar
amounts I would refer to Mr. Lussier, but what
we do see is we see net profits increase year over

year to a very healthy increase. When you
combine, and I guess we could take averages,
and take averages for the past nineties and do it
on a two- or three-year period, whatever you
want, the average will be very similar, very
close, using a number of years.

When we look at next year and what the
numbers will read next year, I know the member
from Portage was interested in seeing that
brought to the table as expediently as possible, I
would be very enthusiastic about that as well. 1
know folks in the MLCC would be for year-
over-year projections when you have a dip in
one year and an increase in another year. I
believe they will average out very similar. Some
of the specifics on line-to-line, actual costs in
other areas, I could refer to Mr. Lussier for
comment.

Mr. Lussier: The biggest single difference is
the rollout of a program called the Show Your
Age Program. The posters and materials that are
associated with that, we developed in the first
year at a cost of $91,000 and then we bought
enough to roll out for two years. So, in the next
year, our expenditure was only $21,000. That is
the major difference between the two. We were
planning to come up with the FAS program, and
you will see that in the next year. The next year's
number is going to be in the neighbourhood of
$400,000.

Mr. Derkach: Okay, so the cost of the program
was relatively static, if you take out the rollout
cost of the program. Is that correct?

Ms. Neufeld: That is right. There was a large
increase in that one year because of all the cre-
ative costs, the start-up costs, getting into pro-
duction, et cetera. So it was not that there was an
actual dip in the money expended towards
alcohol education. It is just that the up-front
costs were so high in that one year to get the
creative work done.

Mr. Derkach: I have a question with respect to
the comparison between the 2000 annual report
and the 2001. In 2000, I do not see a line that is
dedicated to alcohol education. Now, I am not
looking in the right area, but in the area of
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general administrative expenses, I do not see the
line, and maybe I could ask the Chair.

Ms. Neufeld: We are just confirming, but my
belief is that there was not a line for alcohol
education prior to that year. So we are just
double checking.

Madam Chairperson: Excuse me, but the hour
approaching 12 noon, did the committee wish to
pass the 2001 report?

Some Honourable Members: Pass.

Some Honourable Members: No.

Madam Chairperson: The hour being 12 noon,
committee rise.

COMMITTEE ROSE AT: 12 p.m.



