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Agriculture
Thursday, June 9, 1977

E: 8:00 p.m.
AIRMAN, Mr. A. R. (Pete) Adam

MR. CHAIRMAN: Order please. We have aquorum, gentlemen, and we will proceed. There were a
people from out of town who were not here this afternoon. | don’t believe they are here this
ning, either, but | will call out theirnamesandiftheyare notherethenwe will start withthepeople

2 live in Winnipeg. There is Mr. Dunford, Mr. Robson, and there is Mr. Taczynski. They not being
e | will call on Mr. Nemy. Mr. Fehr. Is Mr. Fehr there? Mr. Nemy. Proceed.

MR. Morton H. NEMY: Mr. Chairman, Honourable Minister, and gentlemen. | have had an
yortunity to peruse Bill 56, being The Farm Lands Protection Act of the Province of Manitoba,
ich is now before the current session of this Manitoba Legislature, and | feel that in speaking
‘ore this Committee, being a cross-section of members of the Manitoba Legislature, that | come
‘ore you with more than justapassing knowledge of circumstances and events which have led into
s drafting of this bill.

| am a practising barrister and solicitorin the ProvinceofManitobaandhave been engaged in this
pacity for approximately 20years. | was a member of council ofthe Municipality of Assiniboia for
ven years prior to citywide amalgamation, and during all of this time was Chairman of the Property
d Planning Committee of the said municipality, and | have acted as solicitor for the Farm Credit
yrporation for many years and am currently acting in that capacity and have had an opportunity to
scuss farm matters with hundreds of Manitoba farmers, both large and small, from all areas of the
ovince.

Of somewhat moreimportance isthe fact thatmy law firm was probably one of the first firmsto get
tively involved with European purchasers buying farm land in Manitoba, and | am doing a large
rrtion of legal work at this time for these people.

| have had an opportunity to visit Europe with each and every European purchaser of farm land in
anitoba that | have acted for, at their homes as well as at their places of business, on several
scasions during the past four years, and have a personal insight as to their occupations, their living
»nditions, and their way of thinking, and their objectiveswith regard to land purchases in Manitoba.

In this regard, | would very much appreciate an opportunity to head a delegation of some of the
embers of this Committee, together with the Minister and staff for the Department of Industry and
ommerce and the Minister of Agriculture in order to give them a first-hand knowledge of the facts
hich | am already aware of, and which are, to some extent, as follows:

(1) Thatthe people who are purchasing land in Manitoba are not huge corporationsand European
yndicates, but in each and every case, that | am aware of, are individual families or brothers and
isters of one family.

(2) Thatthe great majority of purchasers are now actively engaged in farming in Europe, and that
1eir intention is to immigrate to Canada attheir earliest opportunity, or at least to send their children
ere when they graduate from school. And many are now taking agriculture at European schools,
nd in fact there are four children at the University of Manitoba at the Agricultural College.

(38) Someofthe ownersoflandinManitobahave personally ownedlarge industrial complexes and
ire very anxious to establish in Manitoba upon disposal of their European holdings. They have the

:now-how, the finances and the necessary worldly contacts with which to make their presence inthis
rrovince significantly felt, and all they require is alittle more encouragement than hasbeenshown to
late.
And | might say as a sidelight that right at this time, not knowing | was going to be here tonight,
here is a family of Italians at my home who own 240 acres of land in this province, who manufacture
‘arm machinery in ltaly, and have come over here to see about establishing a plant in this province,
ind when they saw the climate of what is happening with this bill, they are leavingtomorrow morning
without taking any further action.

| have been asked by many Canadians and given many reasons why Europeans purchase landin
this and other provinces, but in discussing this aspect with Canadians and knowing first-hand the
conditions which now exist in Europe, the following are the primary reasons for Europeans interestin
Canadian farm land:

(1) Many of the land purchasers in Manitoba originally escaped from Eastern European countries
now under Communist control, where they lost all of their land and personal possessions upon
escaping to Western European countries. Most of these people escaped between 1946 and 1955 and
now are deeply concerned at the possibility of Communist domination of several countries of
Western Europe and wish to bein a position to move on very short notice with an established home to
go to.

(2) Many European farmerswho have purchased in Manitoba are faced withexpropriation oftheir
farm land by nearby cities and towns or by government on behalf of industry, and it is therefore
virtually impossible to buy any farm land in Europe at a price that would make it an economically
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viable operation for a family farm.

(3) Many families have children who are now graduating from high school or industrial
agricultural schools and their land holdings in Europe do not allow them totransfer property to t.
children and afford the children and parents an adequate living. It is therefore their intention, ov
period of approximately five years, for many of these children to establish themselves on Canac
farms now being purchased in advance of this migration.

(4) Some of the largest industrialists in Europe have purchased property in Manitoba and they
in Winnipeg and the surrounding areas approximately twice a year. They hope to establish mt
more than a single farming operation on land that they have purchased. And in this regard, sev¢
are making arrangements to move to Canada and most are already landed Canadian immigrants ¢
are carrying Canadian passports, although they are still residing in Europe.

During the pastseveral years Europeans who purchased land in 1973 and 1974 have settled
their farms in Manitoba with their families and it has taken them at least two years to dispose of th
European holdings. And therefore, | might say that a lot of your statistics are not correct becat
their titles in Manitoba still show them as residing in Europe, but in fact they are actually now hq
with their families.

The following are some examples of settlers now residing in Manitoba.

(a) Mr. and Mrs. Otto Wolf and family purchased approximately 1,186 acresin 1973and 1974, a
arrived in Canada in the fall of 1974. Mr. Wolf is also farming his brother-in-law’s property
approximately 1,010 acres and he intends to come in 1978.

(b) Mr. and Mrs. Klaus Wolf purchased 1,800 acres in 1973 and 1974 and they have been residi
at Brunkild, Manitoba since the summer of 1975.

(c) Mr. and Mrs. Konrad Kuentzle and family purchased 834 acres and arrived in Canada in Mar:
of 1976. They were able to move here within six to eight months of purchasing their property.

(d) Mr. and Mrs. Ulrich Schmitz own approximately 120 acres and are farming 1,522 acres own
by their European friends who will arrive later.

(e) Mr. and Mrs. Willi Hesse own 160 acres, but are working all of the property purchased by the
parents and other relatives for a total of 1,335 acres. Their property was purchased during 1975 ar
Mr. and Mrs. Hesse arrived in Manitoba in the spring of 1976.

(f) Mr. and Mrs. Ulrich Hiesinger purchased 480acres at Lowe Farm, Manitoba andthey arrived
October of 1976.

(g) Fellmack Holdings Ltd. is a company registered in Manitoba but having foreign owners and
owns approximately 5,000 acres which were purchased in 1973and 1974 and is now beingfarmedt
the Company’'s own employees, one being the owner’s son, single ownership.

(h) Hardwood Enterprises, also a foreign owned corporation registered in Manitoba, purchase
3,000 acres between 1974 and 1975 and now are being farmed by a Resident Manager from Europ
with his family who is a shareholder of the operating company and is a Doctor of Agriculture.

(i) Iron Oxes Corporation, another foreign owned Corporation registered in Manitoba, owns 40
acres, also managed by a Resident Manager and family, who is a Doctor of Agriculture.

(j) Mr. and Mrs. Hans Stieffenhofer purchased 640 acres in 1975 and they are — | say in th
process of moving, they moved here twoweeks ago. Theymovedto Manitobatwoweeks ago and ar
now residing on their farm.

(k) Mr. and Mrs. Kloeppel purchased 640 acres in 1975 and moved to Manitoba in 1976.

| guess | could go on.

All of the above purchased the land between one to four years before they arrived as it is virtually
and absolutely impossible for any foreigner wishing to move to Canada to purchase the land aftel
they are landed residents of Manitoba. It would be like asking a family to move to Toronto ol
Vancouver without any prospect of employment and without a residential home to move into. You are
really asking these people to give up their citizenship or to move from a country, to apply for a
Canadian citizenship, to sell all of their holdings, to move their children here out of school, with no
land holdings here to move into, which, of course, this is what the Act, Bill 56, provides for.

Many of the parties moving here and occupying their land have been a real stimulus to the local
communities in that they are replacing older retiring people or occupying farms which were not
previously viable operations. They have young children in schools, they take an active part in
community affairs, and most important they are buying a great deal of machinery, equipment,
constructing new homes and farm buildings, and in general have been extremely good for the
communities, e.g. Fellmack Holdings Ltd., who as | mentioned before, own approximately 5,000
acres have purchased $1 million worth of equipment in the Town of Dauphin. They have also builta
100,000 bushel elevator on the farm and numerous machine sheds and buildings. They have spent
$200,000 in cleaning the land and in the process have burned down approximately 50 buildings that
were really uninhabitable. This is not an isolated case as | could repeat this storyoverand overagain
and | suggest it would be worthwhile to check with residents of these local communities where these
people reside, to better understand the substantial contribution that they are now making.
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Obviously some of the younger Manitobans are complaining about the price of land, which has
3n substantially since 1972. But | submit that this is not due to foreign purchases, but solely the
ult of an inflationary trend on just about everything during the past five years. There have been
trictions in Saskatchewan for some years now, but farm land around Regina has climbed at the
ne rate as farm land around Winnipeg although there have been no sales to foreigners in the
gina area. Farm land in North Dakota and Minnesota is approximately $1,200 per acreand in lowa
d Wisconsin it is $2,000 per acre.

The price of homes in the Winnipeg area, seen from my own personal records in my office, has
sled since 1970. A $20,000 home would now cost $60,000 or more. The land prices inside the
rimeter have quadrupled in recent years, and | therefore grant that farm land has gone up, but
ain | would repeat that itis not because of the influence of European purchasers and | contend that
m land will not come down in price even when the purchases have ceased.

On the economic side it has been extremely profitable for the young Canadian farmer to rent the
operty rather than purchase it for the following reason:

Good farm land in southern Manitoba sells for approximately $400 to $500 per acre on the
erage. For a Canadian farmer to buy this property he would have to pay aminimum, and | say 10 but
jas gone down to about 8- percent interest through the Farm Credit Corporation, which would
st him approximately $50.00 per acre interest annually. In addition hewould have topayfrom $3.00
$5.00 on taxes making atotal cost, without repayment of any principal, of $53.00 to $55.00 per acre.
1ese farmers are now renting the property from Europeans at anywhere from $18.00 to $22.00 per
ire. The farmer who is renting is saving atleast $30.00 per acre on costs alone which is going into his
ycket and the Europeans have been happy to net between 1-%4 to 2 percent on their investments,
though some are netting approximately 5 percent where the purchases took place in 1973 and
)74,

Over the past three years | personally, on behalf of my clients, have paid various municipalities
ns of thousands of dollars — | could add hundreds of thousands of dollars — in order to provide
lequate drainage and culverts, which are something that was a major problem covering vast areas
*prime farm land in the Red River Valley. | strongly suggest that the Provincial Government look
to this problem, as | am now convinced that crop yields could be increased substantially through
‘oper drainage and in addition, flooding, which is continually a problem, could be reduced which
ould eliminate the necessity of the Manitoba Crop Insurance Board paying out huge losses where it
buld, with some planning and expense, be eliminated permanently.

Some direct criticism of the present Bill 56, in addition to what | have already said, would be as
llows:

(1) It is very unfair to expect anyone to come to Manitoba and purchase a quarter section of land
ith any expectations that they could move here in the future with that small a holding, as it is
conomically an unfeasible situation.

(2) The Act putssome valuation on timber and grazing land, which wouldbe valued at$75.00 per
cre, the same as on farm land, and in fact there is no distinction between the different kinds of farm
ind, and therefore any restrictions should bebased on assessment at the time of purchase and not

n acreage as is now the case in Saskatchewan, which is on assessment.

(3) There are several Manitoba Corporations who own farm land for the purpose of operating
iable industrial operations in Winnipeg such as cattle, chicken or hog operations, etc., etc., but
ertainly more than 40 percent of theirincome comesfrom manufacturing, processing or retail sales
ither than farming.

(4) There are many farmers workingatother occupations during the winter months and between
he periods of seeding and harvesting whose income is primarily derived from occupations other
han farming.

Many older farmers are unable to sell their property because of the very high capital gainstaxand
he gift tax restrictions in Manitoba. These older people wish to transfer the property to their children
it a sum which in their estimation is adequate for their retirement purposes, but they do not wish to

sharge them the curmrent market value of the land. By doing this they are exposing themselves to
substantial gift tax and capital gains tax and any funds they would receive from their children would
ye consumed in both of these taxes.

And | don't know whether you gentleman realize that the Federal Government taxing authority
somes — if you value land and transfer it to a son, where the father transfers to the son for $200 an
icre, the tax people come and say, “No, this land is worth $500 an acre,” and charges the father a
>apital gains tax on the basis of $500 an acre, and charges the father a gift tax on the $300 that he
didn’t charge his son. It is just an impossible situation to place the land in the hands of their children,
and their only alternative is to give their children long-term leases. With this new proposed Act, and
with the gift and capital gains tax, the farmers are being putin abox where they do not know which
way to turn, as many of them own far in excess of one section of land.

| bring the above to your attention as | am constantly running into this problem as a Manitoba
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lawyer and a lot of other lawyers in the province are in the same position. | would submit at
moment that it is ‘one of the most perplexing problems which I am-facing in trying to advise
retiring farmer in this province. | would also state that the situation is one ofavery serious nature;:
should be given the utmost concern and priority.

I act for farming operations which are limited companies and where one shareholder is runn
the farm, but is a minority shareholder. | also act for limited companies where the farm is be
managed by non-shareholders on behalf of the shareholders. There are many family corporatit
where the father owns the majority of shares, and the sons who are actively farming the land o
have a minority interest because of the gift tax and capital gains tax problem. Does that mean t
they can’'t now expand their farms because the father is not farming? The present Act does notco
these situations.

As active as | have been in this field, | am not against some limitations or rules and regulatic
governing the sale of farm lands in Manitoba, but would notwantto see an Act passed that will cat
great confusion, uncertainty and numerous legal and administrative problems. Would it not be mu
simpler on all land purchases in Manitoba, whether city or country, excepting certain categories
buildings, to add on at the time of purchase say a 20 percenttax to be paid at the time of purchase a
repaid to the owner should the land remain in his or his company’s name for say a certain period
time - say 5 years.

| believe a tax penalty, whether it be on vacant city property or on farm land, would certainly cu
speculation, which | think is the intent, but | do not think that people who own property for a lo:
period of time should be put in the same category since the cost price and the selling price ov
several years have no relationship whatsoever because of the very high inflation in recent time

I should point out that all monies collected for rents from European owners atthe presenttimea
keptin Canada and primarily in Manitoba, and in fact, there are large sums of money coming in fro
Europe into these accounts in addition to the land rentals and therefore, contrary to opinion that I
heard here, none of these moneys that are collected are leaving the province and certainly are n
leaving Canada.

In closing, | believe that the bill, as now drafted, will cause numerous problems of administratic
and unnecessary legal involvement by the provinceand certainly agreat deal ofhardship on vendoi
wishing to sell, and on new immigrants to this country wishing to buy. | would therefore urge th
Committee to give this particular legislation much more careful consideration in the drafting of th
Act,anditnot be passed until this careful consideration is given, as| certainly wouldn’t want to see
passed in its present form.

MR. CHAIRMAN: Thank youvery much Mr. Nemy. Are there any questions? Mr. Uskiw. Before w
start the question period | would advise Committee members to pull the mikes close to them as th
equipment here, the microphones are not as powerful as in Room 254. In order to get a goo
transcription speak loud and into the mike please. The Honourable Minister.

MR. USKIW: Mr. Chairman, | would like to deal with a couple of points on page 3. It seems to m:
that before anyone can migrate to Canada one has to go through the legal processes of thi
Department of Immigration, and having done that then of course this legislation does not restrict tha
kind of an individual. Yet you make reference to it here to the extent that you feel they are restricted
You refer to immigrants, landed immigrant status, that are being affected by this legislation, whict
they are not.

MR. NEMY: | think the Act provides that they be a Canadian resident.

MR. USKIW: Or a landed immigrant, which is the same thing isn't it?

MR. NEMY: No it isn’t. You can have landed immigrant status and still be living in Europe, and
carrying a Canadian passport, Mr. Minister, and still be living in Europe.

MR. USKIW: Yes, a Canadian is also restricted if he doesn’t live in Canada applies equally to both.

MR. NEMY: Well, a Canadian would be living overseas because of job. His domicile would still be
considered Canada just like a serviceman who is serving in Egypt. His domicile is considered
wherever he chooses in Canada. So | don’t think the two are applicable.

MR. USKIW: The point I'm making is, if the intent is to migrate then the bill does not restrict a
landed immigrant providing they are taking up residence and are operating those lands as farms. So,
I'm trying to pinpoint from your point of view wherein lies the problem. Why is itimpossible to migrate
first and buy after the point of arrival?

MR. NEMY: Because | don’t think anybody is going to give up their European holdings and sell
their home and sell their farm and move to Canada with the expectation of not knowing where he’s
taking his family.

MR. USKIW: No, but I raise the question on immigration, sir. Howcan theyassume that they can
come into Canada, buy a block of land, how can they assume that they would have approval by the
Department of Immigration for the purposes of migrating. They could be locked out too.

MR. NEMY: They seem to have, Mr. Minister, no problem if they are coming over here to farm
Canadian farm lands. It seems that this is one of the categories that is wide open for Europeans as
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g as they can show that they have enough funds to carry on a viable farming operation and this has
! been a problem at all with Canadian immigration, either at the Embassies overseas which | have
2n to, with these people or with Canadian immigration in this country.

MR. USKIW: Are you indicating, sir, that they are getting some pre-clearance through the
partment of Immigration when they make these investments?

MR. NEMY: Well, | might say that they have talked to them then they go back and they then make
:ir official application. If they decided to live here and they boughtland they then go back and start
jucing their assets over their, applying for Canadian immigration and it takes usually two or three
ars to really get the family over here.

MR. USKIW: As a legal person, wouldn't you think that's rather a risky proposition, to invest
oney in another land in the hopes of moving to that investment and running the risk that you would
it get a landed immigrant status ever?

MR. NEMY: It’s a far bigger risk to sell everything over there and move here without any land or
ywhere to bring his family to.

MR. USKIW: But, sir, | think we're going in a circle here. They are buying the land first beforethey
spose of their own holdings, so presumably they must have capital with which to buythe land in
anitoba, so they’re not risking anything except that capital.

MR. NEMY: Or a loan based on the sale of their farm overseas, you know, I'm aware of many
stances in which this has happened.

MR. USKIW: They use their credit in other words, in the interim period?

MR. NEMY: That's correct, Mr. Minister.

MR. CHAIRMAN: Mr. Enns.

MR.ENNS: Mr. Nemy, I'd like to advantage ofyour appearance before the Committee asa person,
s a lawyer who has some background in dealing with the transfer of lands. We've heard agreatdeal
I this past few hours about the problems of land from the point that potatoes should be grown on my
rave, to the fact thatthe whole Jewish problem is thatthey bought land in Israel and that’s caused
1at problem. And my question to you is, as a lawyer, the one who has been in the business of
dvising clients, from the day that we pass this Act, how will you advise clients to circumvent the Act?

MR. NEMY: At the moment that maybea lot of trade secrets . . . what we know and what we might
o. | might say that the people | am acting for. . . .

MR. ENNS: I'm sorry, the purpose is not to put you on the spot, but | think you just raised some of
1e questions of what is the status of landed immigrants and what isn't. These are some of the
nplications that | know will take place under the legislation that we’re passing.

MR. NEMY: Many of the Europeans are landed Canadian immigrants in the eyes of Canadian
mmigration, still still residing in Europe using Canadian passports. They might be here in thenext
-ear and they mightbe here in the next three or four years, butthereis really no urgency as faras the
Jepartment of Immigration is concerned that they get here within a certain time. They are a landed
>anadian immigrants and as such could be subject to Canadian tax, depending on where their
noney is being earned, rather than European tax.

MR. ENNS: One further question, Mr. Nemy, has to do with the definition or the approach that the
egislation takes towards a farm corporation as distinct from the other business corporations. It’s
mnly beenreally in the last 15 or 20 yearsthat farmers have for reasons of their own found it from time
;0 time expedient to incorporate, and the corporation, as such is not a fixed thing. The nature of that
sorporation can change even though the initial incorporation involved maybe say two brothers or
three brothers or something like that. And yet this act doesn’t distinguish, it kind of tars everybody by
the same brush. Atwo brother dairy farming corporation in my constituency in Rosser Exxon all ofa
sudden becomes the same as or Texaco or a multi-national corporation. The fear that | have is that
that distinction is not being made in the Act.

MR. NEMY: This is correct in that most people who incorporate, incorporate usually because of
the ability to retain some of the earnings within a corporation and lower their taxrate, which everyone
has the right to do; and secondly, in order to make it easier to hold a property if there are say afather
and children, it makes it a much easier situation for gifting, it makes it a much simpler situation for
estate purposes . And when we incorporate foreign ownership, wearedoing it for exactly the same
reasons as any Canadian farmer would be incorporating his land in the name of a corporation for the
same economic reasons and to distinguish as between an individual and a corporation, and a farm
corporation seems to me to be a ludicrous situation, that you spell outthat on one hand there’s going
to be a $1,000 fine and if it's a farm corporation there’s going tobe a $50,000 fine, yet it couldbe an
individual, it could be one man owning a corporation which you are allowed to do now in Manitoba,
and having a $50,000 fine against him and if he had left it in his own name , which he would foolish
taxwise, he would be fined a $1,000 under the Act.

MR. ENNS: Mr. Nemy the point that I'm trying to make is that you do see a kind of unfairemphasis
or discrimination being placed in the definition of the word corporation as it applies to farm
corporations as you by experience know them because you have undoubtedly been party to, in fact
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have helped incorporate many individual or two or three individual farm groups into incorpora
MR. NEMY: Very much. so and also in addition you have family farms who have incorpoi
where as | mentioned in my brief that the father can’t divest himself of his interests because of th
laws, certainly in this province, and he is in a situation where the sons, because of being a corpor:
and owned by the father who is living in the city and owns the majority of shares, they are
prevented under this Act from buying any further land into the name of the Corporation.
MR. ENNS: Well, one final question, which | really don’t expect Mr. Nemy to answer, but | w
suspect, sir, that you as a lawyer involved among other legal practices, in a certain amount of -
experiences, you could entertain and hope to make considerably more money if we passed this
MR. NEMY: | would say that everybody in every type of occupation have some sort of ve
interest. | listened with some amusement that the people who spoke all during the day other thar
Farm Bureau, which | thought their brief was excellent, but it’s really pitiful to hear some of the b
that were presented today and to hear whatthey had to say, dating back to a hundred yearsago, &
wonder how many people in thisroom who are forty and over whose fathers didn’t come from Eur
and settle on farms. Very few | would think under the same type of conditions only the thing was

things were a little different then, we were pulling plows with horses which were eating up most of
crop to pull the plow.

MR. ENNS: You didn’'t answer my question.

MR. NEMY: I'd say that certainly | have an interest. | have an interest in this Act because il
portion of my legal practice. | have an interest in the Family Law Act that’s going through too, a \
great interest in that Act and I'm disappointed a lot more peopledon’t have a greatinterestin that ;

MR. CHAIRMAN: Mr. Patrick.

MR. PATRICK: Mr. Chairman, | have a question for Mr. Nemy. Of all the people that you acted
or had transactions with, the European buyers, can you indicate to the Committee how many
farming and in your opinion how many will definitely be coming to Canada or Manitoba and will
farming. Can you give us say percentages, in your opinion, will most of them be coming or are so
of them strictly investors or looking for a place to put money in a safe place.

MR. NEMY: | would say that all of the farm people who have purchased property, Europe
farmers who purchased property in this province, will either be herethemselves or theirchildren
be here. | would venture to say that it is in the area of 75 percent of all purchasers are Europe
farmers. The other 25 percent are business men, some industrialists. Some very very lai
industrialists. In fact some of the largest industrialists in Europe own land in this province and hz
been looking over this province forinvestment purposes for establishing plants here. | mightsay in
honesty that I've had them before the Minister of Agriculture and before the Minister of Industry a
Commerce and that after some meetings they establih established their plants in Quebec a
Ontario, which was certainly to my disappointment.

MR. PATRICK: Mr. Chairman, | have another question to Mr. Nemy. Have you acted for a
professional people from Europe because from my own experience | know there have been some tt
were looking to invest their money in Manitoba, that you acted for who strictly came here to b
property to invest their money, not really to have their family or themselves farm. Would there be
small percentage of those or . .

MR. NEMY: No | have not acted for any professional people per se . They are professional in ti
sense that they are graduate chemists, Doctors of Chemistry, Doctors of Agriculture, Doctors
Industry. They have a lot more doctorships over there than we have, so when you read their titl
you'll see that a lot of them are Doctors of Industry. But professionally, as far as dentists or doctors
lawyers, | might know one individual that is a Doctor of Dentistry that bought land in this provinc

MR. PATRICK: Mr. Nemy you did not raise it in your brief but most of the other people th.
appeared before the Committee so far have raised it and there has been very strong opinion that tt
legislation should not apply to any Canadian citizen; that the Canadian citizen should have any lim
at all to buy any number of acres and so far many of the people who have appeared before th
Committee said so. Can you give us youropinion. In your opinion would you feel a person from Plut
Coulee or Chicago or New York or somewhere in Europe should have the same rightto buy the sam
amount of land as anyone living say here, as living in Europe or anywhere else, or do you think ther
should be different legislation pertaining to Canadian citizens?

MR. NEMY: | think that any Canadian citizen should absolutely be able to buy any land in thi
province that he wishes. If youare going to cut off Europeans and the Canadian who is not farming
you could create a situation in this province where the land prices say stay at $300 or $400 an acre
and throughout even other parts of Canada and certainlyin Europe and the United States, where lanc
prices have just skyrocketed, land prices could be going up tremendously. | would think that ther
what would happen is that the American and the European will sell out and come in here with jus:
suitcases full of money as a Canadian farmer, as a landed residentimmigrant, and buy up thousands
of cheap acres in this province, if you don't let the market look after itself.

48



Agriculture
Thursday, June 9, 1977

MR. PATRICK: Thank you.

MR. CHAIRMAN: Mr. Einarson.

MR. EINARSON: Mr. Chairman, | would like to embark with Mr. Nemy . . . some of this has been
rered, but | was interested in your comments in regard to this Bill pertaining to the penalties as it
‘tains to an individual and a corporation. | was wondering what your views — | mean you did give
ne explanation of that, but where a farmer who chooses to operate as an individual farmer or a
nily farm, and then maybe tomorrow — and | pose it to you as | did this afternoon, to a farmerwho
cides he wants to form a corporation, do you feel that the clauses that we have in this Bill are
itified insofar as the penalties are concerned, where it concerns a farmer on aindividual basis, and
y he decides tomorrow to become a corporation?

MR. NEMY: | say you would have to be very careful in who you are going to incorporate, and you
yuld have to make sure that the incorporators of the company, because you can’t have sortof a
iterfront type of a situation, you would have to be very careful that the shareholders who own this
rporation are actively engaged in farming to the lease of 60 percent of the shareholdings. This
uld cause tremendous family problems as | mentioned. You know, there are all kinds of problems
th this legislation and | don’'t whetherother lawyers behind me, who aren’t maybe even as actively
volved in the foreign ownership, but | am sure that they will have to agree with me, that | think that
e Act is very poorly drafted.

MR. EINARSON: Well, then, Mr. Chairman, through you to Mr. Nemy, is it not a fact that legislation
1s been changed recently that one person can be a company?

MR.NEMY: This is correct.

MR. EINARSON: So therefore, my point is this then, if a farmer is operating as an individual non-
yrporation the family farm, and suddenly decides, for various reasons, that he wants to form a
rporation on an individual basis, | am wondering, that’s why | am asking you the question in regard
» the legislation that we have before us as it effects the individual and the corporation in that
ispect?

MR.NEMY: Well he could still incorporate. This Act would not prevent him fromincorporatingas
ng as he is actively engaged in farming and as long as 60 percent of the shareholders of that new
orporation are actively engaged in farming that farm. But if it isn’t that way, of course, instead of
aving a minor penalty imposed on them at the discretion ofthe Minister of say $1,000, they could be

xposed up to $50,000 penalty, because they happen to be a family corporation rather than an
dividual operating and owning this farm.

MR. EINARSON: Mr. Chairman, then asalayman could | ask Mr. Nemy if this is not discriminatory
sofar as the penalty is concerned under the basis in which | have posed the question to you?

MR. NEMY: | don’t whether it's —to me it is just poorlegislation. Whenyouarepreventing people
rom taking advantage of the Canadiantaxlaws, you are preventing people from taking advantage of
il kinds of inheritance laws and passing gifts — it is very difficult to gift 20 acres to your son, butitis
ery easy to give him 100 shares of a corporation, so that he owns a portion of thatfarm. Thisis what
his legislation is really preventing.

MR. EINARSON: Mr. Chairman, |ask Mr. Nemy, and | found your brief very interesting — because
»f the fact of your position as a lawyer in having dealt with so many transactions of people from other
ands coming to Canada to purchase farm land, to your knowledge have you had any agreements or

sales of agreements that have been drawn up between European people and Manitobans, that have
10t been adhered to or there has been any problems insofar as the Manitoban getting his money for
Jis land?

MR. NEMY: Not one single agreement in four years has the farmer ever not received his full
consideration in a contract. There hasbeen one case where a farmer changed his mind even afterthe
agreement was signed-and we didn’t press the situation.

MR. EINARSON: Mr. Chairman, in other wordsthen Mr. Nemy, whatyouaresayingisyou allowed
the farmer to change his mind, you didn’t hold him to the agreement. Is that what you are saying?

MR. NEMY: | found that the attitude of the European purchaser, and thisis the truth, isthat where
a farmer had discussions with them and where he can’t decide whether to sell his land to a foreign
purchaser farmer or turn it over to his children and pay thetax, the penalty, | have found on several
occasions, and the agents will bear me out, that the European, not us, will say, “We don’t want the
farm. We don’'t want the farm. We think it should go to the children.” Thatis all | can say about that.

MR. EINARSON: Thank you, Mr. Nemy.

MR. CHAIRMAN: The Honourable Mr. Uskiw.

MR. USKIW: Mr. Chairman, on Page 2 you have three enumerated statements, and itseemsto me
there is a contradiction between (1) and (3).

MR. NEMY: What page Mr. Minister?

MR. USKIW: Page 2 of your submission you say, “in each and every case are individual families or
brothers and sisters of a family.” And then on ltem (3) you say, “Some of the owners of land in
Manitoba have personally owned large industrial complexes. . .”
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MR. NEMY: Yes, but they are still individuals. There are men who own large industrial compli
in Europe by themselves or with their children and they have individually come over here
purchased farm land. They are not large corporations. They are not large syndicates of people
are speculating on land. | would venture to say that if anyone in this room tried to buy the land t
for $800 an acre, you will not be successful.

MR. USKIW: My next point is on page 3. | find it difficult to believe your underlined stateme:
Iltem (4), page 3, where you indicate that these people, or some of them, are already landed Canac
immigrants and are carrying Canadian passports although they still reside in Europe.
understanding of the lawis that you can’t get a passport until you have had three years of residenc
Canada. How could these people who have not taken up residence indeed get a passport from
Canadian government?

MR. NEMY: | don’t know where you have your information from, but they have . . .

MR. USKIW: Perhaps | am wrong and you might clarify for me.

MR. NEMY: They are carrying Canadian papers, Canadian visas, that is the way they co
through Customs with Canadian visas.

MR. USKIW: Isn't it the law of the country, doesn't it require that one have three years of resid
status before you can even apply for citizenship and until you are a citizen you cannot geta passpc

MR. NEMY: Yes, that should be, they are carrying Canadian visas, not Canadian passports

MR. USKIW: There is a substantial difference there, is there? That should be visas?

MR. NEMY: Visas. '

MR. USKIW: The rules applying to visas are different then, are they, from those applying
passports?

MR. NEMY: Yes. Yes.

MR. USKIW: | see, okay. Thank you, Mr. Chairman.

MR. CHAIRMAN: Mr. Johnston, Portage la Prairie.

MR. G. JOHNSTON: When you act for foreign buyers — and you have specialized in this areai
some time, is that not right?

MR. NEMY: | have become very knowledgeable in the area.

MR. G. JOHNSTON: When you conclude adeal, do youfind that the experience that youhave h:
is that you have paid over the going market price to conclude the deal?

MR. NEMY: We have been trying to do just the opposite.

MR. G. JOHNSTON: Well, can you perhaps elaborate on that answer. Have you out-bid others¢
some of the occasions?

MR. NEMY: | can't ever truly recall us ever bidding against a Canadian farmer, not that v
wouldn't, but | can't ever recall the situation ever happening where we were up against son
Canadian who wished to purchase this property. | heard this mentioned this afternoon from certai
areas of the province. | am sure I've done a good majorityof the.sales in this province, | have neverru
into it.

MR. G. JOHNSTON: Another question relating to one of your statements. You said, and | thougt
with some pride, that somelarge German industrialists had purchased land in Manitoba, and somec
them who had been here decided later on to establish a business in Quebec or Ontario. Now thes
industrialists that you may have acted for, what was their reason for purchasing land in Manitoba

MR.NEMY: Well, one of the major reasons that they are purchasing land in Manitobais thatsom
of the largest industrialists wish to move to Canada. Several have already moved to Canada. Therei
an electronics factory going up in Hull. They own land in Manitoba and they were going to build here
but because of problems that arose in the construction of the plant here they went on. There it
another plant going up in Ontario, a big magnesium factory. This person has spoken to the Ministe
of Agriculture about a year and a half ago and to the Minister of Commerce and they had severa
letters from the Ambassador to Italy. They were very well known people. But they finally establishec
somewhere else.

MR. G. JOHNSTON: Well, through you Mr. Chairman to Mr. Nemy, | am getting a little bit
confused here. | thought that the large industrialists that you had acted for had purchased farmland
and now you are talking about industrial sites. Is it an allied industry where they need farm land?

MR.NEMY: Well, for instance, thereis an Italian family that ownsland in Manitobaandhavea very
large industrial complex in Italy and, in addition, have a very large farm wherethere are 2,000 milking

cows on this farm with a round turntable that milks eight or twelve cows atonetime. I've been on the
farm and have seen the whole operation.

MR. G. JOHNSTON: In Italy?

MR. NEMY: In Italy. This is the type of thing that they were wanting to establish here.

MR. G. JOHNSTON: Mr. Chairman, on Page 8, the last paragraph on Page 8, and | quote fro the
brief;-and this is yourwords:“Asactiveas | have been in this field, | am notagainst some limitations or

rules and regulations governing the sale of farm lands in Manitoba but would not want to see an Act
passed that will cause great confusion.”
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Later on you mentioned that you wouldn’t mind seeing a 20 percenttax. I'm sure you're aware that
ntario has a 15 percenttax onforeigner’s buying farm and recreational land there, and ithasbeenin
peration for two or three years now. It has already been found that Ontario residents have been
rrming corporations and acting as fronts for people from other countries and avoiding this tax.
nder our present laws, could that not happen here?

MR.NEMY: Yes, | guess it could. | don't know whether | personally would want to get involved in
1at type of situation. | think you are putting yourself in a very precarious position. But what | am
2ally saying to this committee is that the people who are buying land in Manitoba are coming here.
0, fine, make them post a bond. Make them pay 20 percent more for their land and have the
'rovincial Government hold it in a trust account. You know, do something. | know they are coming
ere but they cannot pick up and move here without some preparation and this iswhatyouareasking
nem to do. You are asking them to move here without any preparation and then make their
1vestment. Well, no right-thinking person, whether he is a farmer or anybody else and whether you
re moving from here to Regina, is going to act that way unless you are a transient.

MR. G. JOHNSTON: Mr. Chairman, to Mr. Nemy, | find thatanswerfairly reasonable and | cannot
juarrel with it. One last question, on the last page of your brief you make the point that all moneys
;ollected for rents are kept in Canada, and primarily in Manitoba. | suppose one could say that this
ihows good faith on the part of the people, they intend to come here and use the money at a later
jate. But | understand that in some countries, such as ltaly, there are strict laws for taking money out
>f the country, and . . .

MR. NEMY: This is correct.

MR. G. JOHNSTON: . . . therefore your point doesn’t necessarily mean that those prospective
sitizens are acting in all that good faith. | don't say they've got “hot” money here but they certainly
don’t want a return on their investment to show; is that correct?

MR. NEMY: The first thing that happens with this money is they have to pay 25 percent tax
(income tax) on all moneys collected on rent, regardless of what the expenditures are. In other
words, before expenses 25 percent of the gross rent of an individual European holder ispaid in taxes
to the province and to the federal coffers and the last thing the European wants to do, whether it’s
from a country where you can freely get money out of — the majority of purchasers probably come
from Germany, and there is no problem getting money out of Germany — the last thing they wantto
do is take the money back to Europe. And | know of nobody that is doing this.

MR. CHAIRMAN: Mr. Johnston, any more questions?

MR. G. JOHNSTON: Well, Mr. Chairman, another question to Mr. Nemy. Obviously your interests
lie and your client’s interests lie in keeping our present laws the way they are. Do you think that
legislators, whether Federal or Provincial, should not have a duty when they foresee a problem of
unrestricted foreign ownership, that they should not do something about it? ’

MR. NEMY: Mr. Johnston, I'll tell you that there is no problem because foreign purchasers, way
before this Act was drafted, last fall when the price of grain went down and the land kept going up,
they stopped purchasing here and so there may be only one-eighth of the sales in Manitoba in
January, February and March of this year, as there were in January, February and March of last year.
What has happened is that everybody is still living with that $5.00 wheat which is now down to $3.10, |
think, it's fallen 50 cents in the last three months . So what happened is farm land went up and
everybody was excited and the people who wanted to get out, the retiring farmer who, intrying toget
out and have enough money to retire on hesold and the Europeans who wanted to get outof Europe,
he was starting to buy. But this is all finished. The price of land now is prohibiting the European from
coming in here and this Act won't make one iota of change because if he wants to come in here and
buy, he still will. But the price of grain and the cost of farm land has stopped him.

MR. CHAIRMAN: Mr. Johnston.

MR. JOHNSTON: That’s all.

MR. CHAIRMAN: Mr. Ferguson.

MR. FERGUSON: Yes, Mr. Nemy, | have only one question. During your transactions, have you
found that any or a portion of this land has been bought on the speculative basis? What I'm saying is,
has it been resold within a period of one year, eighteen months, or something.

MR. NEMY: Not one acre.

MR. FERGUSON: Okay. .

MR. CHAIRMAN: Mr. Henderson.

MR. HENDERSON: Yes. | would like to ask Mr. Nemy about on Page 5, 10(1), there’s a clause in
there about if you're not satisfied with the decision of the Minister, where you can take it to a judge
and it says the decision of the judge is final. Now you with your legal background and experience,
would you think that that's right or do you think that there should be the right to take this to a
Supreme Court?

MR. NEMY: | think that any legislation should have the general course of the provisions of the law,
1think that if you are unhappy with certain legislation, you should be able to use the full process of the
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law and I think that the Minister'is putting himself in a position of real criticism, to put himselfin
position where he makes a decision. Because whatever party is in the House, regardless of whal
party happens to be the party in power, regardless of who it is, they are going to say, whateve

decision is, he’s either against or it's favoritism because of his political leanings, whether that’s
or not.

MR. CHAIRMAN: Mr. Henderson.

MR. HENDERSON: Yes. Do you know of any other cases that come before just a judge ant
decision is final. Is there any other procedures like this in Manitoba or have they all the right t
before the Supreme Court if they so choose?

MR. NEMY: Well, I've run into some bad situations with the Marketing Boards.

MR. HENDERSON: Can they not go before the Supreme Court if they want?

MR.NEMY: Well, yes, you could takeitinto court. There is no such thing asit stops, you know,

judge with no appeal and | gather that there is no appeal from the decision of a judge — whatt¢
court that might be.

MR. HENDERSON: In this case?

MR. NEMY: In this particular case. At least with the Marketing Board you can take it and go to
due process of law, you know, if you're unhappy with the decision.

MR. HENDERSON: Are you familiar with Saskatchewan’s regulations? And you sold lanc
Saskatchewan, are you familiar with them?

MR. NEMY: No, only to the extent of the $15000 assessment which | would say that
assessment is certainly a much more realistic way of approaching evaluation.

MR. HENDERSON: Do you know, is it not in Saskatchewan'’s regulations thatif land is bough
Saskatchewan and if the person doesn’t come in within three years, he hasto resell itor dispose o
that he's given a three year option within which to come in or to dispose of the land. Is that not righ
have you ever heard that?

MR. NEMY: | think that’s correct in that people who own in excess of this amount of farmlai
15,000 assessment, | think they have until 1992 to dispose of their property but | can’t be sure

MR. HENDERSON: Well then do you think itwould not be a good clause to have in legislation if
were to prepare it, and maybe with the posting of this 20 percent bond , so if he didn’t come in,
would forfeit this, that that way it would leave it free for him to buy theland and have a number
years to come in and if he didn’t come in, he’d forfeit this 20 percent you're talking about?

MR. NEMY: Well, my dealings have been with mostly people who definitely intend to move he
and the people that | deal with would certainly want to see this type of legislation and would ha
nothing against it. They would have nothing against spending the extra 20 percent knowing in t
back of their minds that they are definitely going to move here and if they are not,they wouldn’tbt

MR. HENDERSON: Well | think everybody around this table is, and | hope everybody around tt
table is in agreement with the fact that a man could come over here as long as he was going to farnm
and | think this is a sensible idea to give him a certain length of timeto come with this penalty clause

think this is what people are worried about is non-resident owners who do not intend to becon
resident ; this would be a good penalty clause for them, the way | look at it.

MR. HENDERSON: I'm against thattoo. I'm against somebody sitting in Europe for the next ¢
years and owning farmland in this country just as much as anybody who drafted this Bill.

MR. HENDERSON: That's all, thanks.

MR.CHAIRMAN: | have no one else who wishes to ask questions. | thank you, Mr. Nemy, for yot
presentation.

MR. NEMY: | wish to thank this committee for giving me the opportunity.

MR. CHAIRMAN: If . may have the attention of the committee. | still have one presentation frot
Carman and | will seek your guidance as to whether we should allow this person from Carman, wh
has to travel quite a distance , to go back home — Mr. Klassen. Is itthe wish of the committee that w
hear . . . it's been the usual practice that we listen. Then | would call Mr. Paul Klassen to com
forward please.

MR. KLASSEN: Thank you, Mr. Chairman. As you see, | have not brought my notes with me
Usually when | have them with me it's quite a bit lengthier than when | haven’t got them with me

| would like to speak to you gentlemen for a few minutes and express some of my concerns. lam:
real estate salesman, working for a real estate company. | have been involved in selling farms fo
three and a half years. The first farm we sold was my father’s farm and really what | want to try to do it
put a human face on these European buyers that are coming here, whom | deal with everyday. | car
see the concern that we have of people who think that money that comes from Europe — I've hearc
this expressed many times — the money you are using here is not clean money and so shouldn’t be
allowed here.

The first point I'd like to make is that the money that used to come out of ltaly has slowed down
considerably and very little bit trickling through. | would also like to say that | think that a lot of this
prejudice that we have is of an ethnic nature and which | think is deplorable in our society. | think that

[ ]



Agriculture
Thursday, June 9, 1977

ople who despise the people of the Jewish, the Negro, and perhaps even the Mennonite faith, are
ople who are, to say the least, very bigoted, and also people who have never met people of this faith
d discoursed with them.

And another thing is peoplesay to me often, well, you know, we beat the Germansinthe Warand
'w you're getting them to come and take over our country . I've spoken to some of these people
out this and hear the same thing over and over — that we were doing what we were told as were
wur people. So | think that we should let this thing die, 30 years ago.

I would like also to underline one thing that | would like to very strongly suggest and that isthat we
ve the people an option to come and buy the farms and if they do not farm them, to taxthem or take
bond so that we can rectify the situation. | think that the Saskatchewan laws arevery progressive in
is regard and | would like you gentlemen to seriously consider some ofthese things. | myselfasa
Uesman, am not particularly worried about this law either way. There are very many landed
wmigrants here. They are buyingland, but | think to be fair to them, we should somehow try to reach
»me kind of accommodation.

As far as speculation is concerned, one of my legal people told me this week when | offered him
rother chunkoflandtosome buyersin Europe, he said, well, they phoned back that they didn’t want
1e land and that they actually would like to sell theirs, what they had bought , and believe me at
yday’s market they will not be making any money on this speculation. Thank you, gentlemen.

MR. CHAIRMAN: Thank you, Mr. Klassen. Arethere any questions of Mr. Klassen? Hearing none,
want to thank you very much for your presentation, Mr. Klassen, and | would call on Mr. J.K. Knox,
PR. | would like to ask you, Sir, is this a joint presentation?

MR. KNOX: Yes.

MR. CHAIRMAN: Are there going to be two speakers or just. . .

MR. KNOX: No, | will present our presentation. This is ajoint presentation of the Canadian Pacific
iroup and Canadian National Railway Company. Mr. Antymiuk is here from Canadian National.

MR. CHAIRMAN: That will be fine. Proceed then, Mr. Knox.

MR. KNOX: All right. | am appearing on behalf of the Canadian Pacific Group of companies to
iddress to you some of our concerns about Bill 56 as that Act is presently drafted. Astheirconcerns
ire not dissimilar, the Canadian National Railway Company joins with Canadian Pacific in this
resentation and except where | have made specific references to one company or the other, my
emarks may be taken as applying to both.

Our understanding of the purpose of this bill is t at its intention is to endeavour to insure that
igricultural land in Manitoba, in the main, remain in the hands of farmers living within the province.
Ne at Canadian Pacific and Canadian National think that the draftsman of this legislation may have
nadvertently encompassed within this Bill provisions which would curtail or restrict business
andeavours within the Province that may occur now or in the future that this government or, indeed,
ainy government, would be interested in seeing developed so as to increase eloyment and enhance
the prosperity of all Manitobans. It is in this context that | propose to outline some of the business
activities that we see that could possibly be inhibited or restricted by this legislation in its present
form.

Canadian Pacific Limited has two operating divisions that | believe you are all familiar with: CP
Rail and CP Telecommunications. Canadian National Railway Company is similarly structured.
These business enterprises operate under federal authority and, of course have the power of
expropriation. While | doubt that the provincial legislation could, in the end, be said to inhibit the
acquisition of farm lands by these business enterprises to carry out their authorized powers of
building rail lines, railway yards, microwave relay sites and the like, itdoesseem to me that it would
be unfortunate if any legislation was passed which could possibly lead to someone reading this
proposed Bill in such a way asto create a potential conflict between federaland provincial authority.

Further, the Federal Railway Act is already in place dealing with the taking of such land by either
CP or CN to not only protect the public interest, but to also provide the owner of any land so taken
with compensation.

| think it should also be noted thatunder Section 14 of the proposed Bill, Crown agencies, which
would include Manitoba’s telephone and hydro companies, are exempt from the provisions of this
Bill. They, too, would likely acquire arable lands from time to time for their facilities. | would assume
that it is the intention of the government to treat all legitimate business enterprises which provide a
public service, whether they be owned by government or private sector, equally under the law.

| would therefore ask that the telecommunication and railway operations of both Canadian
Pacific Limited and Canada Canadian National Railway Company be included in those enterprises
that are exempt from the provisions of this Bill under Section 14.

| would also like to bring to your attention the definition of land set outin Section 1 (1) (c) of the
Bill. Again, | assume that that definition inadvertently includes more than farm land to which the Bill
is directed. For example, it would include sand and gravel pits and timberland. 1t would affect the
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locating in this province of enterprises requiring such resources. Both CP Rail and Canac
National now have, for the purposes of providing ballast for their rail operations, consider:
acreage in sand and gravel pits. | don't-think that it was the intention of this bill to restrict I
holdings of any person, save with respect to farm lands intended to be used for farm purpose

Now there are other inhibitions on development within our province that can be affected by
definition of land. This is particularly so when the land definition is considered in concert v
sections 3(2) and 3(3) of this Bill. The purposes of section 3(2) and 3(3), as | understand them, i

prevent related corporations or shareholders from circumventing the 160 acre limit on their farm I:
holdings. To illustrate possible inhibitions, | confine myself here to activities in which the Canad
Pacific Group or Canadian National is engaged in. | am sure that there are others.

| have already brought to your attention that both Canadian Pacific and Canadian Natio
telecommunication and rail divisions are part of the same corporate entity. The effect of the afores
provisions, that is land and taking the associated companies together in this Bill, would be that:
telecommunication divisions of these companies could acquire no further land to enable them
provide their services to the public because the rail divisions already occupy in excess of 160 acr

Canadian Pacific Investments Limited holds all the shares of Marathon Realty Company Limit
Canadian Pacific Hotels and several other enterprises. Because of this, corporations so controlled
Canadian Pacific Investment Limited would together be treated as a group under sections 3(2) a
3(3) of the proposed bill. As a group according to this proposed legislation, they could r
cumulatively hold after April 1,1977, any-additional land within the purview of the Act in excess of 1
acres. Again, none of these enterprises are engaged in acquiring farm land for the purposes
farming’s sake. Instead if they acquire such land it is for the purpose of developing industry 1
manufacturing, residential housing or hotels, orany number of things that would provide jobs for t
development of our province and last, but perhaps not least increase the tax base.

Marathon Realty is a land development company. It is not unusual for shopping centres or oth
developments to occur on the periphery of cities, towns or villages. Indeed the actual land in whi
such a development islocated mayin fact be within adjoining municipalities and thus atthetime th
are desired be land within the definition of this bill.

Similar development could occur with respect to our hotel industry, particularly motorinns, su¢
as the Red Oak Inn at Brandon. Not infrequently, so as to minimize the effect upon residenti
locations already in place, enterprises such as rendering or fertilizer plants are located slight
outside the city, and again at the time such land is desired, they too would be acquiring land with
the definition of the bill. Again, | would not imagine thatitis the intention of this government to ho
thatwithin such a group of companies, thatbecausefor example, Marathon Realty owned a 160 acre
of land, another segment of that same company, perhaps the hotels, could not build a resort hot:
within the province, or the Canadian_Pacific Investments Limited, through a wholly-owne
subsidiary could not locate a rendering or fertilizer plant, or similarly enter the forest industry.

I'm not of course suggesting that the Canadian Pacific Group is immediately contemplating an
of these activities. What the Canadian Pacific Group is simply trying to do and Canadian Nation:
too, is by relating to their own present and future endeavours to show to this Committee that in the
view this Act goesbeyond its stated intention and could inhibit development in this province by an
group of companies or individuals similarly constituted — that is that are made up with the sam
corporate structure as Canadian Pacific.

Now, | realize that in answer to part of our submission, some might refer to section 13 of the Ac
and say that much of what | have said is near conaecture and that if circumstances did arise sucl
corporations could apply to the Minister for an exemption as envisioned under section 13. The
might also say that the problems related to land located immediately adjacent to a city, town o
village and not already zoned under the Planning Act could be secured by option and a zoning¢
change applied forwith the effect thattheland wouldthen be withoutthe definition ofland within the
bill. All these things are perhaps possible, but | would point out that the uncertainty as to the fina
acquisition of the land desired, together with the likely increased costs that could resul in the
acquisiion of the land itself may well discourage businesses from locating in the province.

Further the Planning Act, dealing as it does with Land Use, as distinguished from Lanc
Acquisition per se is already in place. What we question is why? In the circumstances we have
outlined, the acquiring of the land by business for other than the use of land as farm land should be
fettered by this bill.

We submit that further and better consideration be given both tothedefinition of landandto the
provisions of sections 3(2) and 3(3) so that the types of development which | have outlined are not
fettered by this Bill. :

Lastly, thereis another partofthis Act which I thinkshouldbe broughttoyourattention andthatis
particularly in the case of Canadian Pacific Limited. There are occasions when, for the mutual
convenience of both, CP will create small portions of land with a municipality or perhaps an
individual. Canadian National Railway Company, I'm informed, engages in similar transactions.
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jain’ they are notacquiring land for land purposes and they are notacquiring more land, or perhaps
should say land of greater value than they previously owned. However, under the restricted
ovisions of thislegislation, such exchange of landfor corporations that now hold 160 acres or more
»uld be prohibited. We would, therefore, suggest the limitation of acreages of land within this bill be
nended so that exchanges of land, such as | have outlined, are not prohibited by this legislation.

Now we didn’t think it appropriate at this time for usto offer suggestions asto precisely how the
ictions of concern should be amended sirnce doubtless several others will be appearing beforeyou
ith other recommendations of substance that would have to be considered before any precise
1ange in terminology could be drafted.

This, then concludes the joint presentation of Canadian Pacific and Canadian National with
ispect to Bill 56. We hope that our submission and the suggestions therein will receive your
\vourable consideration.

MR. CHAIRMAN: I'd like to thank you Mr. Knox. Are there any questions from the Committee? Mr.
ohnston.

MR. G. JOHNSTON: Mr. Knox, | think the Committee appreciates the problems that you have
ointed out by the two companies you represent. Could you tell the committee what are the land
oldings of the CPR and the CNR in Manitoba?

MR. KNOX: Canadian Pacific Limited, which is the Railway and Telecommunication Company
rould hold — | don’'t know precisely, sir — but they would hold quite a few thousand acres | would
nink, because each mile of railway track requires for its right-of-way, 12 miles.

MR. G. JOHNSTON: Other than right-of-way.

MR. KNOX: | don’t have those precise figures with me but | don't think they're overly significant
iny longer.

MR. G. JOHNSTON: Well, does CP Limited have any farmlandthat could be forsale or be held for
uture use other than sites for telecommunication and the like that you have described.

MR. KNOX: Not that I'm aware of. | don’t believe, sir, . . . if the question you're asking me is
vhether they hold any farms in Manitoba, | think the answer would be no.

MR. G. JOHNSTON: What I'm really asking is under the terms of the CPR original charter they
vere given large grants of land in the provinces. Sowhat I'm asking is, in Manitoba doeste CPR have
any of this land left that could be suitable for farming and they're holding for future sale?

MR. KNOX: Not that I'm aware of. There might be some portions that are near the right-of-way or
were station grounds or things of that likelihood but they’re not operating in any farms.

MR. G. JOHNSTON: And | ask the same question with respect to CNR.

MR. KNOX: I'm advised that the answer is the same.

MR. CHAIRMAN: Mr. Enns.

MR. ENNS: Mr. Knox, you represent the most interesting witness that we've had perhaps in front -
of this Committee. You are representing the CNR and the CPR Telecommunications group.

MR. KNOX: I'm representing the CPR. Mr. Antymiuk is here for the CNR and I'm presenting the
briefs.

MR.ENNS: Butinasmuch as you're making the briefs, you're epresening their joint brief. It would
not therefore be unfair for me to say that you are acting as a senior civil servant on behalf of the
Federal Government making this brief, in representing CNR’s interests, as one of the major Crown
Corporations of this country. .

MR. KNOX: I'm sure the CNR is a major company in this country.

MR. ENNS: And so we have the situation where a senior Federal Civil Servant is making
representations agains legislation being proposed by the Manitoba Government.

MR. KNOX: We're making specific comments on Bill 56, which I've just delivered.

MR. ENNS: Well, Mr. Chairman, it's the incongruity of it that strikes me, that perhaps the CPR
corporation which often is identified as the arch international conglomerate, you know, private
enterprise group, in association with one of the major Crown Corporations that this country’s proud
of, the CNR, should be both combined into onerepresentation, making comments of a critical nature
pointing out some deficiencies in this bill. That's really the interest that | have in addressing you at
this time. I'll let it pass. -

MR. CHAIRMAN: Are there any further questions? Hearing none, | wish to thank you, Mr. Knox for
appearing in front of this Committee.

MR. KNOX: Very well, tha k you.
MR. CHAIRMAN: I'll now callon Mr. WUALTER J. Kehler, Barrister. Will you please take the stand.

MR. WALTERJ. KEHLER: Thank you, Mr. Chairman, my name is Walter Kehler, and I'm a legal
attorney by profession and a senior partner in one of the larger Winnipeg law firms. |t seems to me
almost as though, first of all after having satthrough other presentations throughoutthe day, | will be
saying things thatyou have already heard. Secondly, that coming around the second time with Bill 56
— I think the very last time that | appeared - a before committee such as this was the previous Bill 56
when | appeared as an insurance lawyer. | have since become acommercial lawyer and | am prepared
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to become whatever other lawyer is necessary. But in all events | should have thought that you rr
.- have retired the number to the Hall of Fame by this time.

A MEMBER: It's become very respected.

MR. KEHLER: In all events | am engaged in the practice of commercial law and have been
good number of years and number among my clients a great many Manitoba farmers. | might s
also come from several generations of Manitoba farmers so that | have a little bit of first-h
experience in the past at least. | am probably one of those young would-be farmers who never
there.

In recent years | have also acted in a very substantial number of transactions where lands
been purchased by corporate purchasers and particularly non-resident purchasers, both indivic
or corporate, and | think I can fairly say that | have had a broadranging experience with the ac
developments in that particular field. | want t hasten to stress, however, that | appear before
entirely on my own behalf. | carry no brief either for any political group or for any public or pri\
organization or for that matter for any client. And my personal views as | express them are ind:
only that.

Now, my brief as | prepared it was expected to go before the Law Amendments Committee pro
and perhaps you will find thatitis ratherspecific on individual sections of the bill. However, lalso
some general observations that | might have stressed more if | had known | was appearing before
Agriculture Committee as such. However, | appreciate that while your Committee is still prima
interested in dealing with proposed amendments to a specific bill that has already beenintroduc
that there is some room for some general observation based on the experience | have had. | trust i
will help also to put some of the details into perspective.

Now I'm assuming firstly a sincere attempt on the part of the Legislature to direct itself
consideration of restraints involving farm land as distinct from other types of land. | deal with tt
more specifically in my brief but | am assuming the intent to be to consider what restrictions shot
be placed upon non-farmers in the ownership of land that is or can be used for farming. My speci
comments are relevant largely only if that is indeed the intent. Perhaps this does notreally comeir
question by your commitee, butitimmediately appearssobyreasonofthepresentdefinitions witt
the bill. If those are changed then the matter becomes much more sharply focused.

Based on my experience, | am especially opposed to the attempt.to control through this bill, lai
thatis not now in use insome formofagricultural activity. Thewaythebillnow reads itappearston
the result could be much more far reaching and to the extent that that is unintended, | presume th
amendment will be easy. To the extent that it is intended, it can hardly be associated with tt
protection of farmers at all, while at the same time giving them a peculiar advantage in respect-
other types of land that is completely irrelevant to their occupation.

My professional experience has exposed me to a second major area of concern thatin part flow
from the above comments but nonetheless is more closely related to land use as farm land. | hay
been involved in a number of transactions that deal with undeveloped land which has never bee
used either for agriculture or for that matter for any other specific purpose. With the use ¢
technology and equipment now available, some of these parts of Manitoba can be successfull
converted into farm land. There is equipment now available for the clearing and breaking of lan
which will render it quickly useful for the growing of crops. There are now fertilizer blends and grai
derivatives that can make soil productive that was not previously thought to be so. Development ¢
this type, however, is a very expensive venture that must be carried out essentially on a cash basis
This is not a prospect that is open to the ordinary farmer because he simply cannot accumulate thi
cash to undertake the development and | know of no sources from which it can be borrowed
Moreover, | know of no real interest on the part of present Manitoba farmers in that type of activity. A
the same time, | think it can hardly be treated as a priority item for the expenditure of public funds

either, particularly when one considers the cost as against the benefit. Consequently such lanc
would continue to lie dormant indefinitely if not developed through other sources ofcapital. | can see
no interference with the farming industry by this type of development since it will take neither lanc
nor jobs from anyone else. At the same time the capital injection, the jobs created by the clearing
work and by the subsequent farming, and the economic activity generally generated by the farm
_operations on such land itself, mustall be beneficial to the province. | am concerned that in the desire
to protect farmers from the leverage of non-farm capital, that you be aware of at least this one major
type of development which, to me at least, would appear to have only positive results.

Itis generally my view that in your consideration of restrictions upon land ownership, you should
actsoasnottodiscourage theinjection of capital investmentinto the farm industry. | fear that Bill 56
in its present form will bring that result. | KACT FOR A GREAT MANY FARMERS IN Manitoba and
virtually without exception the ones who continue to be successful are the onesthatare expanding.
The farm business has become so capital intensive that it has become virtually impossible for one
individual to finance all parts of it. This is particularly so for the younger farmer whom you have been
indicating throughout the day to be your principal concern. | suggest that the time has come to
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scard the concept that a farming business must consist of both land ownership and farm operation.
suggest that the two should be regarded as separate matters and that today’s economic conditions
ctate that the farmer be considered as a farm operator who may either own or lease the land from
hich he makes his living as a farmer. This would only apply to the farming industry the same
yproach that has been used in most other industries for years. | submit that it has, for some years
ow, been a bit of a mistake to think that one is not really a farmer unless one owns the land that he
as under cultivation.

If the concepts of farm ownership and farm operation are separated, then | submitthere shouldbe

wuch less concern as to the source of the capital of the farm ownership. Indeed, as to farm land
wnership, the farmer should be considered in the same way as any other investor would be. He
rould, in that aspect, be, after all, only an investor who is looking to preserve his capital to hedge
gainstinflation, to achieve a return on his investment and perhapsexperiencelong-term growth. As
farm operator, the farmer takes the risk of production and the risk of the market and that is quite a
lifferent matter.

Perhaps if | can interject another illustration. | practice law for a living but nobody would consider
hat | must own the offices from which | work. | must work from a law office but it has never been
;onsidered part of the practice of law that | must own the building or the land that | practice my law in.

see no special reason whythe farmer mustbe considered alsotobe aland ownerand | submit that it
1as become even moresharply focused throughout the course oftoday thatwhatisreally neededisa
sontrol upon land use and some insurance that those people who are the users are protected from
he caprice of the owners or from failure of tenure or things of that nature. To me, the way to control
hatis an entirely different way. To to do that, one should control the leases. |, in my experience with
Suropean investors, at least, think they would find no difficulty with this. One of the major concerns
‘hat | find them expressing to me is that the lease be one that be sound and workable. They are not
interested in short-term leases in my experience. The leases that | prepare are ordinarily fiveyears; a
number of them have been ten years; some have been even longer. They are as concerned as the
farmer who enters into them from the other end thatthat farmer remain in business. If he doesn't, it
becomes a problem for both parties. | suggest that if the farmer has a concern, that concern is that
that lease protect him as well as he would be protected as an owner. | think thatthatcan be achieved
but it would require a much different kind of a bill than this one obviously is.

Now, if viewed in this light, | suggest that the types of controls that are placed upon farm land
ownership are much different from thosethatareneededif one wishes to force the farmer to be both
land owner and farm operator.

| am suggesting simply that in all events, this is no longer a practical goal, particularly for the
younger farmer. Restriction of ownership will at best only hold land available at current values for
people who cannot afford to buy it at half the price. Even if the result were to reduce market valuesby -
half, it would still not help the younger farmer. Let me illustrate by example. The better farmers that |
speak to now maintain that they require in the neighbourhood of 1,000 acres to operate a truly viable
farm and obviously it varies a bit from area to area. To operate that acreage would require at least
$150,000 worth of farm equipment and probably more. The bigger the farm gets — and | understand
when it gets upward of 2,000 acres, the rough guideline currently is about $100 an acre — very few
farmers would ever be in a position to finance $450,000 in order to get into the farming business.
Considering the actual return along with the risk, almost none of them would do it. In practical fact,
there is no way they can begin to borrow that amount from any source. Usually as much as they can
hope to do is to finance the equipment costs that they have to have to operate at a size thatis viable at
all. Now, if we cutthe land costin half —let’s suppose that werethe result of ownership control—and
| submit it wouldn’t be — the young farmer would still need $300,000 to get into business. For
someone who is 25 to 30 years old, this is equally impossible from a practical standpoint. At best,
therefore, | suggest that any depressant effect on land prices that either the farmers who have
appeared before you might anticipate, would end up being a benefit only for the largest and best
established operator who, | gather from the comments | have heard, is probably of equal concern to
people in the farming industry.

It is my submission thatif your purpose is to advance the farming industry, your principal purpose
should be to assist the young person wishing or desiring to getinto this occupation or the one who is
newly in it. | have seen many cases where such persons have received an opportunity to become
established in the farming business through lease arrangements where they would have had no
opportunity via ownership. That, in turn, implies a non-farmer source of investment capital that this
bill will curtail.

In consideration of specific sections of the bill, | also propose to point out that, in my opinion,
there will be a negative effect upon the credit facilities available to farmers if the bill passes in its
present form. | submit that financial institutions must logically be forced to reduce their lines of credit
once the market prospects are curtailed, particularly since there are restrictionsimposed intheevent
of realization upon a security.
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Finally, it is also my expectation that the bill in present form would tend to fragment the r
productive land and exacerbate the problems we already have with under-developed land. For tt
reasons, and against this background, | propose that there should be a number of spe:
amendments as outlined hereafter. In suggesting these, | again wish to point out thattheyare my:
views only but they are based upon pretty broad ranging experience in this field in the last few ye

Now, to the bill specifically as it now reads — and | refer to it on a section by section bz
chronologically in respect to those sections that | feel warrantanotherlook. It is suggested that
bill should firstly make clear whether under Section 1(1)(a) where you define a corporation the
parts areintended to be in the alternative or if both criteria must be met. That's asimple little drafi
problem but it should be made clear, | think.

The definition of a corporation in my view creates two further problems at least. Firstly, the w
farming — while the word farmer is defined, the word farming is not defined in the bill. Secondly,
definition has serious implications in my view for the family farm corporations that now exist. |
noted that by Section 13 there is provision for establishing further definitions, however, since st
basic words as corporation and farmer are defined, it is submitted that the word farming is ba
enough to also require a definition in the Act itself so as to make clear which persons can safely
included in a company’s shareholdings and which ones cannot. For example, people engaged
ranching are called ranchers. Are they included as farmers or are they not? Similar questions mi
arise about poultry raisers, egg producers, dairy men. It is submitted that some specific definiti
should be included so that the parameters of who is intended to be affected by the bill can be a lil
more closely determined.

It is my view that the restriction upon stock holdings under the second part of the definition c
seriously affect the family farm corporation. This has been referred to already but, again, most of t
people that | act for have incorporated in recent years. In many cases this is required by lende
other times because they’re brothers or partners acting and farming together. In other cases, the
hasbeen a specific desire to involve members of the family, particularly youngeronesby convertii
into a corporation.

Last, but not least, the incorporations have also taken place as part of estate planning progran
and | might add very often the tax legislation is a major consideration. The result of this is that tl
father as the original farmer may.no longer hold a majority interest, even though the company
primarily engaged in the farming business. He exercises his control through a minority
redeemable preferred voting shares. He would not meet the criterion of having more than 60 perce:
of the holdings in the company. The remaining shares would normally be held by his wife and h
children. In the classic case, the wife's principal occupation ordinarily would be construed ¢
housewife rather than farmer. The children would probably be students rather than farmers and, i
my experience, this is the classic family farm corporation case. Since these are almost the rule mor
than the exception, they would presumably be prevented from adding to their farm holdings unles
there was either a complete corporate restructuring or else if you amend the bill. To requir
restructuring would hardly bein the interest of the present farmers. Itis my experience that farmer

will very often try to interest their children in staying with the family farming business by taking ther
into participation in its ownership at an early age before their career choice has been finally settlec

You have defined the word farmer and | have already commented that you should then also defin
what farming is so that one can determine what a farmer indeed must do.

Now, let’s go to the definition of land and again | think that’s been referred to. The bill purports t«
be designed for the protection of farm lands but, in fact, the definition includes practically all of the
land in Manitoba except urban lands which are already subject to a specific restricted zoning or lanc
actually involved in mineral extraction. There may be differing views about the prudence o
expanding governmental control upon all types of land but, whatever the merits of that may be, | arr
submitting that this bill is not the right vehicle for dealing with the other types of land that could be
affected. Let me illustrate with two main examples already mentioned. Firstly, recreational land and
secondly, undeveloped land.

Assuming one wanted to control the use of recreational land and determine who should be
entitled to hold it, the considerations to be applied would obviously be entirely different from those
that would apply to grain growing land. Moreover, it would seem a peculiar approach to permit
farmers to acquire unlimited holdings of recreational land whereas all other persons would be
limited. For that matter, the limits upon other individuals, if Canadian, wouldbelike having no limit at
all if one were referring to lake front cottage property. On the other hand, this legislation might well
exclude the possible development of a large resort hotel if one wanted toinclude such amenities as
golf courses or riding trails and the like. No part of the remainder of the bill directs itselfin any way to
recreational land use and very obviously that is a type of land use which should not be related to
farmers at all, except perhaps, in the few instances where land now being used for growing
agricultural crops is converted.

Another illustration of the wideness of the definitionisits relationship to undeveloped land. | have
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2ady referred to that in part. | have had a number of instances of clients who made land purchases
olving land thathad been of no productive use previously. This means the land which was perhaps
/ered by scrub bush and/or contained a lot of rock or something of that kind. No real value for its
iber; no real value as ranch or grazing land because there was bush and no grass; no value for
»wing grain because there were too many rocks and too much bush. In these instances, however,
: soil itself, with the aid of the correct combination of soil nutrients would allow for good
ricultural possibilities. It is submitted that corporate and/or non-resident investors ought to be
couraged to acquire this type of property and develop it rather than being prevented from doing
. | say this because | am certain that there is no other way which such land will be developed in the

reseeable future.

Land clearing and development costs presently run from $100 to $200 an acre. | know fairly
osely what the costs of this are if one wants to do acareful jobbecause | happentoactfor probably
e largest land clearing contractor in this province, and the largestin Canada. | submit that it would
»tbe economically viable toclear land in very small portions because thetype of equipment thatis
acessary to do a proper job doesn’t allow for it. This is the type of work that must necessarily be
one on a larger scale in order to be economically feasible. Moreover, the cost of land clearing is
sing very rapidly, primarily because of rapidly escalating fuelcosts. | know of no source of financing
ithin Canada for this type of project and in this type of situation the additional problem isthatthe
stual land cost is low so it may ee possible to obtain financing to assistin the purchase of the land
self. Beyond that, however, the cost of the land clearing would, in virtually every case, have to
roceed on a cash basis. | know of no local farmers who would even entertain the thought of such
evelopment of agricultural land on alarger scale basis. There probably are a few but | have certainly
> meet them.

uYet, | cancite a number of examples from my own practice of non-resident land purchasers who
ave been in apositionto finance this type of development and have been prepared entirely on their
wwn to accept the risks of doing so. Let me illustrate by three examples.

Client “A” has purchased a larger parcel of land. About one-quarter of that land has neverbeen
woperly cleared. | contains scrub-bush interspersed with usable farm land. The scrub-bush was of
10 value for any other purpose. | might say the land that had been under cultivation had been in use
or some number of years. The soil underneath the scrub-bush, however, is reasonably good. My
:lient, at his own expense, has arranged to have this land cleared for t e benefit of Manitoba tenants
vho will be converting that new land as well as the old additional land from use as marginal grain land
.0 very promising land for the growth of corn and/or potatoes. The result is that the province has
jained a good many acres of farm land that it did not previously have and which no one had
Jeveloped or appeared interested in developing. The actual operation of the farming business on
that land will still be undertaken by Manitobans. It is difficult for me to see why that type of
development should be discouraged.

Client “B” is a somewhat similar example but at even greater magnitude. This client purchased a
large tract of land, virtually none of which had ever been used as farm land before. | might also add
that it had for some years beenin the hands of non-residentowners, prior to my client’s purchase, but
thatis an merely incidental. This land also had no other use because itwas covered with scrub bush
and contained a lot of rocks. Therehas neverbeenany significantamount of farmactivity carriedout
in this immediate area and indeed the province’s record keeping for agricultural purposes excludes
the area all together as agricultural land.

My clients, at a cost of several million dollars to themselves alone, are bringing this land into
agricultural use. In do doing, they have worked closely with the best agricultural consultants
available in this province, as well as elsewhere, and they are optimistic of creating a viable farming
operation. However, they are taking the entire risk themselves.

Again, in that case, the Province of Manitoba stands to gain thousands of acresof farm land which
did not exist before and in which no local farmer, or even resident Canadian, had expressed any
interest. The clearing work is being done by a Manitoba contractor, so that the many hundreds of
thousands of dollars involved in that aspect are being investedinto the Manitoba economy. The land
is under rental contract to Manitoba resident farmers. The crops grown'will be marketed in the same
way as all other crops that are grown in Manitoba. Again, it is difficult to see ahy that type of
development should be discouraged but it would be expressly forbidden under the provisions of this
bill, except by Ministerial order, upon which | want to comment further.

Client “C” is a similar example. In thiscase, Client “C” ispresently a non-resident. He is young but
with considerable training and experience in the field of agriculture and he desires to immigrate to
Canada to engage in the farming business. In his case, he is in a position to purchase a larger tract of
ttally undeveloped land and cover the cost of converting it into farm land. However, he does not wish
to take all the steps necessary to secure landed immigrant status in Canada and the residency
requirements, without knowing with certainty what he is able to buy if he should come here. And
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moreover, the problems about lining up the land clearing to get this kind of land are such that un
he can determine it in advance, he is in the position where there are a lot of other places he car
Unless heis clearly permitted under this type of bill to come to Manitoba, he just won't consider it.
his money, his talent for the future, will go elsewhere.

These illustrations are again indicated to underline a particular problem area that perh
involves a fairly limited potential. However, at the same time, | suggest that these type:
transactions could not possibly be regarded as harmful tothe people already in the farming busir
in the province. In the illustrations | used, it happens that the land, in most cases, was already ir
hands of non-residents but that is of no particular concern, | should think for it really doesn't mat
No interest had ever been shown by local resident farmers in this type of land, nor would any of th
to my knowledge, have been in a position to achieve the kind of result that is being achieved by
fact that these transactions have taken place.

On the other hand, the province has had a large injection of cash and, for the longer run, the fe
land inventory has been increased. At the same time, new business enterprises have been crea
from which the province will be in a position to collect tax dollars.

I am submitting that the definition of land should be narrowed to bring it into line with what i
rest of the bill appears to intend. To me thatshould rule out land that either has a different type of L
altogether, that does not relate to farming by whatever definition one applies, or to land that perha
has a potential for agriculture but where that potential cannot reasonably be expected to berealiz
in the foreseeable future without the use of outside capital.

Finally, on the definitions, the words “resident Canadian” | suggest could be defined simply a:
Canadian citizen or a landed immigrant with no other provisionasto periods of residency. To me, ti
way the thing now reads, it just clutters up the bill because what you’re saying now is that one mt
have resided in Canada for at least 183 days in each of the years during which he has resided
Canada. But if he has resided forlessthan that number of daysand is a landed immigrant, then hest
qualifies if he has been here for at least half the number days in that period of residence. That

firstly, very confusing, but, as | get it, if | malandedimmigrant — and | agree with Mr. Nemy thatthe:
are people who are not now what | would call “resident” in Manitoba butwho have landed immigrai
status — they presumably could come to Manitoba for two days, one of which they spend in tt
United States. Then they could confortably buy their land and next week they could be gone agaii
and the bill wouldn’t have done anything.

I'm suggesting that the residency requirements help the bill in no way and they could simply b
left out and you would avoid confusion and litigation.

Section 1(2). | appreciate the problems of interpretation involved in determining a person’
occupation. | would object less to the Ministerial discretion created in this subsection if th
mandatory penalty provisions in Section 12 were less severe. However, as the bill now stands, th
discretion lies entirely with the Minister to decide either positively or negatively in respect to
particular subject person. If the Minister decides negatively, then it would presumably involve a cast
where there would be an immediate breach of Section 2, that is, the controls on the amount o
ownership. The result would be that a person who might well have thought that he was primarily &
farmer is deemed by the Minister not to be a farmer and can be subjected to a fine of up to $5,000, ol
even imprisionment up to six months.

| suggest that this is much too harsh a result and consequently needs amendment, both from the
end of how a principal occupation is determined, and from the standpoint of the enforcement and
penalty provisions of the bill. Determination of principal occupation is not necessarily thateasy, in
practice, as can be illustrated by the following examples of persons personally known to me.

Mr. “A” has his head office in a major downtown building. From that office he operates one ofthe
largest farms in the province. | think it’s the largest grain farm. In addition, he functions as a
consultant to industry and other farmers on agricultural matters. He has also been involved in the
teaching of agriculture at the university level. He engages heavily in commodities trading. He would
seldom actually operate a farm machine personally and, indeed, would likely spend by far the
majority of his time away from the actual land that he either owns or leases.

The question arises whether he would be considered a farmer, for the purposes of this Act. | might
add that heis stillayounger man, who | anticipate would wanttoadd to hisfarmholdings. If hedid so,
and the Minister decided he was nota farmer, he would immediately become liable forassizeable fine,
and perhaps imprisionment.

Mr. “B” is both a highly respected agricultural consultant as well as the head of his own farming
operation. There is no question that he is actively and substantially engaged in farming in Manitoba.
His farming operations involve a large number of acres.

However, | am not sure he would actually spend more than half of his time in the direct operation
of his machines or the specific management of his own farming business. The rest of his time would
be involved in acting as a farm consultant for others. The question arises whether he would, for the
purposes of this Act, be regarded as a farmer.

AN



Agriculture
Thursday, June 9, 1977

Mr. “C” is an older man who has very substantial land holdings in Manitoba as well as aranchin
‘itish Columbia. In addition, he has urban commercial holdings in-British Columbia and other
vestments in other parts of the world.

Certainly, within Canada, he spends most of his time in respect to management of the farm and
e ranch. However, that is still not all of his time.

Two questions arise. Firstly, does the ranching get included in the consideration of whetherhe is
farmer or, secondly, in his case asin manyothers, when does a farmer become a businessman, oris
2 indeed ever anything other than a businessman? While it can be argued that this is a matter for
iterpretation by the courts, it seems to me that the bill should be much more specific so that there
an be a predetermination of whether one qualifies under the Act or not.

This raises the whole problem about how close to the land a person must be to be counted as a
irmer. In my exierience, the best farm operators are those who perhaps spend the least amount of
me actually operating their farm machines. Farming has become a very sophisticated and
emanding business, and the most productive and efficient and profitable farmers are the oneswho
re most adept at doing such things as buying successfully ‘and selling successfully in the
ommodities market, finding the best deals on equipment, seeds and fertilizers, and keeping their
ccounting in best order, and arrangingthebest financingandcash flows. The farmers who do these
hing successfully are the farmers who are succeeding, whereas the ones who are not good at these
ictivities are becoming increasingly marginal.

All of this has nothing to do with who owns the land but has a lotto do with the ability to operate
iuccessfully what has become a very demanding business. To leave the entire discretion with the
Jdinister — and | cast no aspersions upon whatever Minister it will be — but nevertheless for one
yerson to determine who should be classed a farmer or should be classed a businessman would |
submit, in effect, penalize the best farm managers, because they would run the largest risk of being
-ejected from the classification ofthe personwhose primary occupationis farming. This would place
them in immediate contravention of the Act, if they acquire more land.

Section 2 is the heart of the bill, obviously, and I'm suggesting that the Act shouldbeamendedto
change the restrictions from a straight acreage basis to some other more equitable and workable
basis of restriction. | submit a restriction as to size does not best protect the farming industry from
outside incursions, nor does it create the best results for the community at large. By restrictingasto
size, | suggest, a premium is placed upon the most expensive land. The most expensive land, in turn,
is usually the most developed and the highest quality that the province has. That is the land most
desired by the local farmers and the type of land that they would be the more concerned to see fall
into the hands of non-residents, or of corporations, than would be the case with less choice property.

For example, |, as a lawyer, could purchase a section of grassland, marshland, or bushland, for
perhaps as little as $5,000,00. Alternatively, | could purchase a section of choice farm land for, say, -
$350,000.00. Both are treated exactly the same under the Act. | submit that no farmer in Manitoba
would feel threatened by my purchase of the bushland, nor would the province likely be injured but,
by purchasing the choice farm land, | mightverywell interfere with the farmingindustryitself. | have
had much experience with non-resident investors. | find that they invest in this country primarily for
the purpose of capital preservation and long-term gain. They specifically do not purchase for
purposes of short-term speculation. They repeatedly stress thatthey are notinterested in short-term
speculation because they do not know the market well enough and they are too distantto be sensitive
to changes in the market. They say that they can do their speculation at home where they can watch it
most closely. Their purpose in coming here is long-term investment of a safe nature that hedges
against inflation, exactly the type of thing that real estate investments, whether they be farm orother
type, provide.

If they are restricted by size only, then the obvious answer is to buy the best quality of land
possible in orderto invest the most dollars. | predict thatthe result of thetypeofrestriction provided
in this bill will resultin the fragmentation of the choicest farm land, particularly thatlocated closestto
urban centres.

On the other hand, land that really needs more developing and is not the most highly productive,
will be probably reduced in value by this same reasoning. That, in turn, will lessen the chances of its
upgrading.

The examples | have previously illustrated of undeveloped land will be of absolutely no interestto
a corporate or a non-resident investor on the basis of a quarter section. The investment of funds,
however, will continue to be of interest and all that will happen isthatthe money will be invested in
exactly thetypeoflandthatthelocalfarmerwho has become concerned aboutthe non-farminvestor
is more fearful of losing.

A number of possible alternatives could be suggested. One of these would be to place a limit,
based on either market value or assessed value. Another way of restriction would be by way ofsome
special form of taxation. Mostsensible of all, | would suggest, would be to provide for a review system
on an individual transaction basis so that the real equities of individual transactions could be taken
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into account so that those transactions which are cause for concern could be prevented and t
which are not can-be permitted.

My next concern is with Section 4, which deals with the exceptions to Section 2. The excep
created by this section create problems relating to the retroactivity provisions. This has alr
caused considerable problems for both vendorsand purchasers, and their advisors, myselfinclu

The problem is that there were transactions in progressatApril 1, 1977. Until thebill is finaliz:

- is uncertain whether the exceptions apply to those transactions. If they do, then the failure toclo:
to complete the transaction gives rise to breach of contract claims. On the other hand, ii
exceptions do not apply, then there is a contravention of the Act along with the very stiff penalti
imposes. Atpresent, onthe one hand my clientsare running the risk of claims for damages for bre
of contract and, on the other hand, they are risking fine and/or imprisonment.

| appreciate that the retroactivity provisions were inserted to prevent a flood of transactions ¢
the bill was introduced but before it became law. No doubt, the removal of the retroactivity provisi
would permit a few more transactions. However, 12/3percent of all the available land in the provi
has been transferred to non-residents in the last 100 years and it is unlikely that much of
remaining 98 percent would really be affected by the matter of a few weeks.

In point of fact, a great flood of transactions has not resulted, even though there was a lo
warning in the Speech from the Throne that some kind oflegislation was coming. Rather, there
been sharply decreased interest in farm purchases in Manitoba until such time as some forn
legislation is finalized. And that is exactly what one should expect from prudentinvestors. Those
people who are in a liquid position and consequently are able to go to any number of differ

locations with their investmentdollars. Prudent investors will naturally hold back to see whatthe n
rules of the game will be, particularly with something like land which is nota liquid type ofinvestm
at all. Hence, they have been and will simply wait to see or, if they are not prepared-to wait, they
and already have been going elsewhere.

| would suggest in the alternative a better approach would be to see such legislation as 1
Legislature deems fit, and then affix a specific date thereafter beyond which transfers of land willr
be processed through land titles offices without a specific approval, which could then deal with t
whole matter of when the transaction was actually made and when the right to title arose.

Section 5. The exception provided here relates to acquisitions by corporations. That is lende
essentially who end up owning in excess of the limits by reason of realization on its securities, banl
and other lending institutions. | would point out that a much more flexible arrangement is needec
the farming industry is not to be seriously affected in the longer run. Obviously, this exception wou
most affect banks and other lending institutions. .

Undoubtedly, lending institutions would, in all events, want to liquidate any land they would ha
acquired by realization uponthesecurity, within much less than two years. In practical fact, howeve
| suggest that they may not merely always be able to do so, particularly when there is an ownersh
control which is known to the potential buyers.

In my experience, most farmers borrow heavily from banks or credit unions and the like. Farmir
is extremely capital intensive and very few farmers are able to self-finance beyond a very sme
margin. In the majority of cases, the best security that the farmer can offer is the land he owns anc
am referring now to operations financing much more than to the term financing for the purchase ¢
land. Hence, in nearly all cases where the farmer owns land, you will find that his banker will hav
either a first or asecond mortgage. The mortgage security is very often not taken for term financin
but rather for operations financing. If the farmer falls into default, it is most usually because ¢
adverse crop or market conditions. Those ordinarily affect not only the individual but also hi
neighbour. Theresult is that there isa lower rate ofrealization upon security by way of mortgage sal
proceedings and a higherrateof actual foreclosures resulting in the lender obtaining title than woul:
bethecaseforurban properties. Itthenfollows thatif alenderis underatimelimittoselltheland, tha
will tend to discount the offers that are made upon it. | outline this to you, not from any intent to la!
before you the plight of the lenders, but rather to point out that the lenders are sophisticated enougt

to realize that this restriction means a reduction in their security value. Conseuuently, it would only
be prudent for them to reduce boththe proportion that they will lend against equity as well as the rate
at which they will lend. | suggest that that's exactly what you will see happening.

An an adjunct to the effect upon credit, | would also point out that if | am rightin my expectatior
that the bill in its present form will tend to enhance the value of highly developed land and decrease
the value of underdeveloped land, then | would expect those Manitoba farmers now operating the
lesser developed lands to suffer even more. Again, the lending institutions will base their lines of
credit upon current market values. | expect that market values of the veryland that requires the most
help will be the first to drop with the concurrent result of reduced borrowing capability and hence a
compounding of the development and efficiency problem.

My next concern is with Section 9 and we’re now into the enforcement and penalty sections. |
submit that Section 9(1) is much too broad in terms of the discretion which it leaves with the Minister.
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ere is no requirementthat the Minister must have reasonable cause to believe that there has been a
travention before he is entitled to investigate. This leaves it open to the Minister to investigate a
poration or an individual whether that corporation or individual has made any manifest recent
juisitions-or not.

Subsection (2) places no restriction upon which books and records may be demanded. There is

restriction to the effect that only such books and records which would actually pertain to the

quisition ofland shall be produced. When read together with subsection (1), itpermitsthe Minister,
th or without cause, to conduct an investigation of anyone so long as he purports to do so for the
rpose of determining whether or not the person or corporation has acquired land in contravention
the Act. Further to this, he can demand the production of all of the corporate orindividual records
ether they have any relationship to land acquisition or not. This appears to me an incredible
vasion into the private affairs of citizens for this type of statute. One does notfind this type ofthing
her than in respect to taxation statutes or the criminal law and, even there, there is generally the
.ving provision that there must be reasonable cause to suspect an offence.

These provisions are particularly a problem for corporate directors, solicitors, or registered
jents and the like. Suppose, for example, that | actfora major Canadian corporation whose offices,
ywever, are in a province other than Manitoba. | may be the registered agent in the province since
Ir company'’s legislation requires that there be one. | may, for example, even be a director of that
yrporation. Under the provisions of this bill, the Minister would presumably serve his demand
Jrsuant to Section 9(2) upon me as registered agent. By Section 9(3), if | fail to comply with the
emand, | am perforce guilty of an offence and liable on summary conviction to afineeventhough a
eamand to produce all of the corporation’s records might involve a building full of documents, all of
‘hich are located elsewhere than in Manitoba. | say this, not in any capricious sense, because it is a
ery real problem when one has corporate entities holding land because, while the majority of
orporations are small and tightly owned, some certainly are not. So when one is talking about the
roduction of records, that can be a pretty onerous thing and surely the bill, and even the intent of the
ill, could be maintained by tightening up those enforcement provisions to deal with what is really
1tended to be dealt with.

The problem becomes even greater if one is dealing with a corporation owned by non-residents,
/hether that corporation has made or is suspected to have made a land acquisition or not. For
xample, | can have a non-resident, say hotel owner in the City of Winnipeg, as a client, a corporate
ne. Under the provisions of this bill as they now read, the Minister — and | am not suggesting that
his Minister would do that but any Minister of Agriculture hereafter — canforcemeto produce all of
hat corporation’s records when those recordsmay not even be in the country and have nothingtodo
vith farm land. | am submitting that that surely could not have been the intent and consequently the .
’ill should be corrected.

Togo on with the problem, under present Manitoba and Canadian corporations law, the majority
»f directors of a company must be resident in Canada. | suggestthatunlessthe provisions in respect
‘0 offences and penalties are tightened up, at least to the point where the Minister must actin good
‘aith and upon reasonable and probable grounds, the majority of directors of non-resident
sompanies will be forced to resign. This will create all kinds of chaos. The result would be thatwhile
firstly they might find their Canadian directors in places remote from Manitoba which could hardly
help, or they might simply dispense with Canadian directors. That might cause them to lose their
status as companies within Canada but, as | understand our Real Property Law in Manitoba, that,
curiously, would not affect the right to title of the land which they now hold to continue. So | am
suggesting that this is a part of the bill that simply needs a little more thought.

Section 12. It is submitted thatthe penalty provisions under the proposed billaremuchtoosevere
for the nature of the subject matter. Since the bill already provides for machinery to require
disposition of the land acquired in contravention of Section 2, it is suggested there is no real need to
provide for jail terms or large fines. It is suggested a more sensible approach would be to provide
some form of penalty that would relate itself to the costto the Province of Manitoba of determining
the contravention and obtaining the necessary orders to going about a disposition of the breach.

There maybe a case to be madeforthe situation where there has been fraudulent activity or where
there have been multiple offences knowingly made. However, this Section at present makes no
distinction between a fraudulent breach or a purely accidental one. It also makes no distinction
between the small breach and the large one. Toiillustrate, | am entitled under Bill 56 to purchase 640
acres of land. That is one section’ however’ not all sections consist of exactly 640 acres. If itturnsout
that the farm | buy has 642 acres, | am immediately in breach of Section 2 and subjectto the sanctions
under Section 12. To me, that is a far different situation from a case where | attempted to acquire
6,000 acres and fraudulently attempted to conceal that purchase from the Crown. | am submitting
that amendments should be made to the penalty provisions to moderate them in their entirety but
also to make their application a little more equitable in the individual case. It'sfineto say thatthereis
arangeoffinesbutlsuggestthatinmy caseif lendupwithasectionthathasanextraacreortwoinit,
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even $1,000 as a minimum fine is a pretty big penalty for that kind of a situation. | suggest ther:
other ways of drafting this section that would allow for much more equitable provisions.

Now, in conclusion, Section 13 of the bill already provides for .the Lieutenant-Governo
Council to make regulations which, among other things, would exempt persons and classe
persons, or land and classes of land, from this bill or from any of its provisions and subject to s
terms and conditions as the Lieutenant-Governor-in-Council may specify. That provision is
really quarrelled with but | suggest it recognizes the greatinequities and unwanted results that ct
come from a strict application of the bill as it now stands. | submit that is really the problem with
bill asawhole. | have alreadyindicated that | do not feel this billbestserves the farmindustry beca
it cuts that industry off from a vitally needed capital source. Beyond that, however, thereare boun
be a certain number of transactions which would create apprehension in the farming industry ¢
indeed, perhaps in the province generally. No doubt the intent in introducing this type of legislatia
to create machineryto preventsuch transactions from occurring. | suggestthatthere will be a goc
number of transactions which would create no apprehensions on the part of the farming industry
would indeed be welcomed. There are also a good many which would appear to have only benefi
results for the province as a whole and | think we should notattemptto prevent those from occurri

What this illustrates to me is that flexibility is needed which is not provided by the bill in its pres
form.

If you are satisfied that some type of legislation is necessary, | would submit that the b
approach would be to treat these transactions on an individual case basis. This may seem like
alarming administrative problem. | suggest, however, that it would notbe any more onerous thani
administration of Bill 56 in its present form. The statistics which you have willindicate that in all of{
recorded history of Manitoba, only a very small percentage of the total available farm land t
actually been affected by the classes of persons and/or entities which this bill proposes to restraii
submit that this can always be expectedtobethecaseandthatthe numberoftransactions that mic
be called into question on a year-to-year basis would be relatively small.

I would suggest that if the bill were amended to provide forsome form of a review board, perha
made up of three or five members, such a board, with a very small staff, could easily proce
applications from would-be vendors and purchasers on an advance basis to obtain the ruling as
whether the transaction would be permitted or not permitted. What | have in mind is something ve
similar to the operation of the Foreign Investment Review Agency of the Government of Canad
Such an approach would permit flexibility to deal with transactions on the basis of their paiticul
facts. They would allow investigation and inquiry before all the parties were committed. Such ¢
approach would also allow for easy adjustment to the criteria tobe applied as time wenton in relatic
to the actual experience. Hence, for example, if there was a lot of activity by non-farmers in
particular geographic area, the board could begin to apply curbs that might not be needed, f¢
example, in another geographic area. In all cases, the net benefit to the province could be weighe
and there would be some opportunity forthe affected local community to presentitsviews and, eve
for that matter, to learn what the individual transaction was about.

| suggest that the establishment of such a review board should require no more administrativ
bureaucracy than what will result from the bill in its present form. Moreover, if the cost of thi
administrative machinery were a factor, it would seem possible to apply someformofauserfeetoth
applicants. | suggest the result would be much greater equity, coupled with much greate
understanding ‘ both by the people of Manitoba and those without. | suggestthatboth the farmerso
Manitoba, as well as the corporate or non-resident investors, will easily accept rulings that are mad
upon the merits of their individual case, but are far less willingtoacceptarbitrary impositions that, i1
their individual facts, may be manifestly unsensible.

| might also add that — itis not in my brief but whathas become clear to me during the course o
the comments made by various people today — that | am convinced that what is really much more
urgent than land ownership control is some measure of certainty to be applied to the leasing
arrangements where there is not ownership by the operator. To me, that seems avery small problem
to resolve. | think that vendors or landlords and tenants, for the most part, in this industry would
welcome a relatively standard setof provisions. | think those would need to remain pretty flexible as
to their time length, as to the return that they provide to the landlord and perhaps some other
provisions as to how and who will pay for certain things — like taxes, insurance, fertilizers, things of
that kind — to allow people to make it workable for their individual circumstances.

If, for example, the concern is that people not be dispossessed after they have been tenant
farmers for some years, | know none of my clients that | haveacted for who would have any objection
to having a right of first refusal provision in a lease in favour of atenant, so that if they everdo want to
sell the land, the tenant has first crack at it. In fact, most of the leases | have prepared have this kind of
provision in them. The more sophisticated farm lease that we have been using — and | am sure my
friend, Mr. Nemy, who has already appeared before you has had the same experience — really,
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;ause it is long-term, has to address itself to the long-term survival of both the landlord and tenant
1, consequently, the risks are divided up and, | think, are recognized by the people who enterinto
'se arrangements.
Those risks are three: there is the risk of the land investment — thatis where the land thatis being
rchased will gain or lose in value with time — whether it really is productive enough, those kind of
ngs, the investor takes that risk in all of these arrangements. Then there is the risk of production
ich is traditionally the farmer’s risk — whether the weather will be good, if there will be a lot of wild
ts or few, or if the cost of machinery will go up too much, orifthe priceofgrain willcome down too
ich. Well, | shouldn't say the price of grain, | shouldn’t include that. But the risk of production is
sumed by the farmer; he assumes that just as well if he owns the land. Then there is the third risk
d thatis the risk of the market. Through the bestefforts of the land owner and the bestefforts of the
‘mer, they may produce a splendid crop on a good piece of land butifthe grain pricesare bad, there
still a loss on the part of somebody and characteristically i the leasesthat | have drafted atleast,at
e behest of both landlord and tenant, the risk of the market tends to be shared. For example, what
u get is a lease that calls for an agreement, it calls for a certain amount of return on the land
vestment as a starting point. Then you relate that to the price of the type of crops that are grown
ere — generally spread over an indexing period of years so that you take into account the range of
ictuation and you don’t catch the market at either a high or a low. Then, from there, you relate that
ice to the price per acrethat would result in a certain return and fromthere onin, the rent fluctuates
> and down in each year depending on what happens to the grain prices. S thatif grain prices goup,
e rent goes up, butthe farmer is also better able to pay. And he gets partofthe extrareturn andthe
vner gets part of the extra return. If grain prices fall below the base, thenthe owner gets less return
1an he started off looking for and the farmer is also suffering. This has become — in my experience
: least — the standard type of lease where there are leasing operations. | think that that shares the
sk of the market between landlord and tenant and it can come to grips with the kinds of statements
\at were made by some of the people in the farming industry before your committee today, who
erhaps have not encountered this kind of thing before.

| thought | perhaps should refer to that one specific thing because it does come from my specific
xperience and | think it is perhaps part of the solution for you.

In all events, | have suggested some pretty far-reaching amendments as well as some specific
nes. They are made as being my own views in the hope that we should have, in what is for the long-
arm, a very far-reaching piece of legislation, a workable and equitable law rather than a bill that |
nink if hurried through, and without any question of what political philosophy one has about its
Ppplication, seems to me to have a lot of problems connected to it which will unquestionably involve
'ou in immediate litigation upon its validity and will involve you in litigation for years as between
)arties as to what the interpretation is. | suggest that a lot of work could be done. | thank you,
jentlemen, for your kind consideation of what has been a bit of a lengthy briefand I’'m sorry that |
ook so much of your time but when one gets the thing prepared it is alittle difficult to know where to
;ut off and where to continue.

MR. CHAIRMAN: Thank you very much, Mr. Kehler. Mr. Uskiw.

MR. USKIW: Mr. Chairman, first of all let me say to you, sir, that this is obviously a brief that has
ceen put together after a great deal of thought and study. Therefore, it covers the broadest
derspective of legislation on land ownership and even deals with the possibility of lease
arrangements by law. So it is certainly well covered from many angles and | wantto complimentyou
on giving usthat kind of depth. Because ofthat, | don't think thatit would be all to productive, atthis
pointtry to, tofollow-up on each of your suggestions — at least | don'tintend to here thisevening—
but would commit to you that we certainly are going to go through this with a very fine-tooth comb in
order to determine the-amount of suggestions in the brief that might be acceptable to us.

| have one small point, though, that | would like to ask and it’stheonlyonel amgoingto deal with
this evening and that has to do with your expectation that we arereally pastthe stage where we can
logically continue to think in terms of ownership of land, that the lease arrangement is really what is
the going and coming thing on a much larger scale, and therefore that we should be attacking the
situation from that aspect of it or from that direction.

If that were the case — and of course our position has been that we would prefer to do it this way
so that we don’t have to do the other ultimately . But in any event, if we were to follow your suggestion
and allow any amount of purchases by any group of people, provided there were decent lease
arrangements provided for in statute, what do you have in mind in terms of security of tenure?
Because that is the nub of the problem, most farmers want to have security of tenure whatever their
land arrangement is. Certainly through ownership they have it, although they may have a lot of risk
tied in with a very hefty mortgage. But a tenant who, according to your brief, may have to invest a
couple of hundred thousand or more in machinery and buildings certainly is away out on the line, on
the block — so to speak — if his lease was to be interrupted prematurely. He'd be in a very vulnerable
position. I'm reminded of another industry in that context, namely the gasoline distribution system,
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where the large oil companies own the gasoline stations and they have tenant operators. Us
what happens is they gauge their rents on the expectation of the volume of business and if the vo
goes up, the rents go up, and the tenant virtually could become a slave to the company. His «
work, his solicitation of business, does not necessarily result in added wage or salary or profit t
operator, but rather is consumed — so to speak — by the lessor. How do you protect against t
How do you envisage a law that would guard against that kind of exploitation?

MR. KEHLER: Clearly whatever you do is not without some problem. | would be the firstto a
that. But | think there is quite a difference from the example you cite and what happens in
agricultural industry.

The agricultural industry, | think, is peculiar in a certain way thatis different from most others
that is that the marketing, for practical purposes, is entirely controlled. So that | think you cai
statute if you will, enshrine provisions for a formulation of rentals leaving still open room
negotiation between the individual landlord and tenant. Because | think it would be wrong, equi
to apply one firm type of lease that says you must pay the landlord five percent return on
investment or you must give him six bushels an acre, or one-third crop share. Because the fact of
matteris yourfarm land isn't all the same and what works in one area does not work in another, jus
a practical basis so you have to leave that open. But | think you can provide for some kind of
indexing principle that ties the rent, to at least an extent, to what happens in the marketplace beca
that marketplace is equally beyond the control of the landlord and he tenant. That isn’t true in
gasoline industry so much.

MR. USKIW: | wonder if | could interrupt you because we use that system in the Crown land-le
program. We have an economic rent formula and if there is zero economic rent, we forgive the rent
that year. You're not anticipating that a private owner of land would be prepared to accept laws t
would say where there is no profit in the production of a certain commodity that he, too, has to suf
zero income on his investment in that year.

MR. KEHLER: No’ | doubt whether it would go quite to zero, which may always leave your put
land-lease system with an advantage. My guess is it won'’t, because my experience with farmers t
been that they have been very reluctant to accept a public program, and that may have something
do withthekind of people that farmers are rather than theprogram. | don’'tcomment on that. But|
suggest that while it is unrealistic to expect a landowner, for that matter if he is the samefarmerw
operates, he is going to be very unhappyifhe makesnomoneyinany year.He will go out of farming
that happens more than one or two years, even if he could affordto continue with his capital resen
He will just say, “This is a bad business for me to be in.”

But | have acted for non-resident investors who have been preparedtoagreetoaformulathatw
cut their expected return, which is already modest by lending standards, in half, if need be. They s
in effect, there must be some basic amount that you should be able to pay in even a poor year becau:
you would have to do that if you were in business for yourself with your own land. But we will take:
little as half as much as we expect, on our base agreement. | would find that that would not po:
difficulties.

MR. CHAIRMAN: Thank you very much, Mr. Kehler. If there are no further questions, | wou
thank you for your presentation. It was avery lengthy one but a presentation in which therewasa
of research involved with it. Thank you very kindly. | would call on Mr. John Palamarchuk, if he is st
here.

MR. PALAMARCHUK: Mr. Chairman, Minister, and Members of the Committee.

MR. CHAIRMAN: | know you can speak a lot louder than that, John; | have heard you many time:
Can you just raise your voice.

MR. PALAMARCHUK: For the first titne in my life, my heartfelt sympathies are with each an
every one of you. However, we have got an issue down here that needs to be studied and I'm rathe
glad, even at this very late hour, of the opportunity to say what | have to say today on this issue of lan:
use and protective legislation which has been my personal concern over the years when therewas ni
attempt, on the part of any government, to consider a formulation of land use or protective farn
policy.

Comparatively speaking, we have a new country and so we thought in terms of an enormou:
abundance of land and whether it was properly used, or for that matter abused, was not our primary
concern. Neither was anyone concerned about protecting farmland. It wasnot until after the Seconc
World War, and really only in the last decade, that our awareness of lack of land use policy and farrr
land protective policy became apparent.

In our fast-moving age, we find ourselves handicapped in the formulation of an adequate,
responsible, far-reaching, long-term policy. We are handicapped by a backlog of irresponsible
attitudes developed over the years of “Don’t fence me in,” and “I want it all and | want it now,” and
freedom and civil rights.

We also have today to contend with a number of powerful pressure groups who are defensive of
their own particular interests, mainly because they do not intend to lose any ground from the
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fortable status quo of the lax situation re land and its use in the not-too-distant past.

‘oday’s materialistically inclined society poses difficulties also of its own variety in the
wlation of meaningful protective legislation for farm land. Inflated land prices and demand for
lare fanning the age-old greed to overheated temperaments, helped most naturally by politicians
1e Opposition for purposes of their own.

\ll these and more are creating conflicts of interest regarding land ownership legislation and it
's a courageous government of any level to stick its long political neck out far enough to create a
cy which would take into account the unborn generations of Canadians and their rights to enjoy
God-given heritage of a beautiful land and its bounties.

didn’t hear very much of that today. There was dollars, cents and what’sthereinitforme and |
i here since ten. | congratulate the present government of Manitoba for its attempt to protect farm
is at this time although | do not consider Bill 56 as being the ultimate in that direction. Ithasto be
:ngthened in order to be meaningful. It will require statesmanship of those charged with that
ponsibility. But anything less will be a failure on the part of the government to live up to its
igation of leadership and that applies to any government, no matter who would be sitting here
ay. :
Now, what are those concerns? What is it all about? Well, let’s just go over it and headingwiseit’s

»opulation of rural areas. That is a concern of people. That's no good and it’s leaving the farm by

youth of the country and that is not desirable. And there is a tendency towards contract farming;

y, very soon we will have a lot of it. The modern version of feudal systemlanduse, that’'swhat| call
and that’s a concern.

Thereis the old cost-price squeeze; an old and tried tool of how to get rid of the rest of the farmers
4 that’s a concern. There have been prices quoted right here by the last speaker. He was taking that
o consideration.

There is fragmentation of good agricultural land for purposes of developers andthat’'saconcern.
ere is pouring asphalt wherever the developer feels like . in towns and in cities without restraint
esponsibily on any land, no matter, asphalt goes on,—that’s gross they call it—and that's a
ncern.

There must be a reason for allthese concernsand it may pay for us to just bide a moment to look
‘o these reasons. Well, Canada in relation to the rest of the world is, comparatively speaking, anew
»rld and it could be said that its sociological development has been handicapped by the influence

the industrial revolution which, by concentrating on the vast resources and exploited material
lins available here, failed to balance Canada’s development culturally. They are stillg complaining
out we have no Canadian culture. Hence, the cultural development of social order was forced into
secondary catch-as-catch-can situation.

This situation was further aggravated when the sinners of the old world translated the concept of

dustrial revolution into a systematic organizational blueprint of industrial society. This concept
as especially adapted to economic growth in exploitation of vast resources of the new world but it
ses not consider the necessity of balancing materialistic conditions with moral conscience. In fact,
negates it. The industrial society cannot deal with individualistic qualities of mankind. It can only
inction en masse and would rather prefer a society of blithe, carefree, leisure-prone people, though
/en perhaps a bit moronic. Such a society is not a sound foundation to build a nationalconceptof
ing-lasting solidarity of human endeavours based on moral principles of self-respect which would
:nd to emancipate the human race to its full potentials in the responsibility of stewardship of this
lanet. This has been made abundantly clear bythe multitudinous problemsof ourdaywhich require
olutions — problems predominantly of sociological order which relate to attitudes, lacking the
ecessary balance of moral conscience in the pursuit of materialistic gains to enable achievement of
1e so-called standard of living or, in broader parameters, the goals of growth. Both objectives could
rell be questioned under a rationale of how big is big, and that uncontrolled growth may be
ancerous.

It could, however, be said that the hierarchy of the industrial society planning sector encourages
he attitude of the masses into acceptance of eat’ drink and be merry and leave everything to the
Hanners, who assure us that we have the know-how, we have been doing this all along.

This attitude is not at all in keeping with the ethno-cultural composite society of Canadian people
vho through the ages of cultural development were nurtured in the tradition of the sanctity of human
ife, centred about the necessity of balancing and disciplining their ambitious pursuits for personal
naterialistic gains with the principles of moral conscience, resulting in a quality called “self-
‘espect.”

Therein lies the problem, where people, because of economic pressures from the well-planned
ind organized industrial society, are forced to submit to changes they are unaccustomed to. These
changes are imposed upon them with the intent of destroying the individualistic qualities
iraditionally nurtured by an agrarian society but which are not acceptable by the planners of the

industrial society.
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“In order to counteract the already established blueprint of the rural areas which in effectw
enable the corporate giants to gain control of food production — a very important economic f:
and one growing in importance — and in the process depopulate and destroy rural life ar
institutions, a radical change in attitude has to take place. This new attitude must be built
criterion that people are important, a criteria built on self-esteem and self-respect and thisist
ignored today, all along. Canada can become an example for the rest of the world in establis
sociological and economic order based on the above stated criterion but, again, it will
statesmanship, a quality not held in proper high esteem by the present-day society or electo
Ironic as it is, sanity today is looked upon as a radical stand but anything less will be a failure or
part of democratic government to live up to its obligations of leadership.

It may well be said that rural lifestyles and rural people are just abouttheonly genuine elemen
in today’s society who still adhere to the basic real values in life. If we destroy that, by all
foresight, we would compound the multitude of present problems, both sociological and econoi
for which we have no ready solution.

The issues confronting the farmer today are apparent. They are issues of dollars and se

(spelled s-e-n-s-e)and also the way of life in a cultural and economic sense. To place it in prc
perspective, the farmer’s concern is morethan just a dollar concern; hedoesnotfarmto become r
tragically. He farms because he likes to farm and he only dies rich. Itis really a concern about his
rights. To him, it is important to be what he is — not what he is programmed to be by some unknc
power which says thatin the name of progress, he has to go through a change of life prematurely.
likes his way of life in his community setting. He likes the sanctity and security of his home. He li
and builds up his community interests. He loves the land on which he works and cherishes it rat
than exploits it and takes pride in his achievements. At this point, | am going to tell you it isa mytl
say that you have to be mighty big to be a viable unit. It is a lie, in fact. His family, when he raise
surplus, the farmer — and he is well known for surpluses in all his production —are eagerly snapg
up by the asphalt jungle dwellers as the most dependable and eager workers in all capacities. A
that is true, as you, each and every one, know. He, in general, maintains a balance of materialis
ambitions, disciplined by moral conscience. He lives in a setting close to nature’s laws and }
learned to respect them and adjust himself to obey them. He is a desirable citizen. By what rightth
is he now to be deprived of the privilege of being himself?

In the pursuit of technological adaptations and a frantic race for profiteeringeconomic growth
in themselves questionable as to whose advantage — are all his civil rights to be held as of |
importance and he to be treated only as a disposable resource to be computerized under a co
number into obscurity? If someone has the answer, it needs to be scrutinized very closely for falsity
the light of sanity.

Canada’s rural area should be settled by people who love the land. That is the primary objectiv
Mr. Minister, and | congratulate you on your courage to attempt to ascertain that in termsof law. N
businessmen out to get the last ounce in money using efficiency as their justification and creating
feudal manor system with all it's social injustice and deprivation. Have you ever thought of tha
What's the difference whether it is a corporation of any kind or a systemthatisin existence in Russ
today? What the devil is the difference? You are getting rid of the people; youaretellingpeople wh:
to do; they have no rights. Is this what we are creating because it's growth? Cancerous growtl
gentlemen.

All right, modern Russia is a prime example of that. They have a social problem which will gro
eventually to unmanageable proportions — believe you me.

| will leave you tonight — | am going to shorten this — | will leave you tonight with this particula
recommendation to the government. You stick with your attempt; you have the people behind yot
Wehaveto have people in rural areas settled in rural areas; wehaveto do something aboutit, as | said
even if it is radical, because we have already made that mistake of depopulating the rural areas o
people. We have to take a stand that every square foot of class one, class two, even class three, arable
land shall not be used for anything else but for farming by actual farmers.

A MEMBER: Here, here.

MR. PALAMARCHUK: And we have to legislate some kind of a concept that will enable the farrr
youth to be able to settle those lands and | don’t care what you call that concept, whether it is the
lowering of rates, whether it's subsidy, whether it's what the devil you want to call it. But this iswhat |
am leaving you with and | believe, gentlemen, if we accomplish that, then on either side of the House,
you who ponder over this legislation should have the satisfaction that you are not only a blinking
politician but you are also a statesman. Thank you very much.

MR. CHAIRMAN: Thank you very much, Mr. Palamarchuk.

MR. PALAMARCHUK: Oh, here, here, maybe somebody. wants to say something.

MR. CHAIRMAN: | am not sure if there are any questions. Mr. Uskiw.

MR. USKIW: Yes, Mr. Chairman, | wanted to find out — | perhaps missed it in your presentation —
whether there is, in your mind, any difference between legislating against foreigners or other land
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rs, Canadians, be they Canadians. Is there a difference in your mind or do you believe that they

il the same in terms of the effect in the rural community?

IR. PALAMARCHUAK: All right, there is no difference in greed, whether it is domestic or foreign.

that’s just about the way | look at it.

IR. USKIW: Okay, that’s the point.

IR. CHAIRMAN: If there are no further questions, thank you very much, Mr. Palamarchuk, for

* presentation.

AR. PALAMARCHUK: Thank you.

AR. CHAIRMAN: We have one more presentation tonight. Mr. William Martens. Somebody has to

ast and unfortunately it has to be you.

AR. WILLIAM MARTENS: You will be glad to hear a rather short brief, not nearly as long as Mr.

ny or Mr. Kehler. I'm just touching a few points. | think it is unnecessary to go through all the

iils and maybe | will just emphasize one or two points or corroborate them.

have been practicing law for some 20 years. | grew up in Sanford, a farming community,and my

brothers are still farming there. | have acted for a few foreigners but not nearly as many as Mr.

ny has. Inthe year 1976, | acted for exactly six people and perhaps | cantell you a little about them,
ink it is rather indicative of the type of people who have been purchasing land.

One party, as a matter of fact, sold and the other five bought. The first partythatsold were a party

hree who had bought about 1,900 acres near St. Francois Xavier — | guess two of them were small
ustrialists, the other man was a retired gentleman — and one of them wanted to get out so they

1. Their original reason for investment because this was a safe haven. People was in Europe are
Ily quite worried about the political and economic situation. You speak to them, they say, “Well,
ne weekend when our soldiers are on leave, they’ll march tothe Rhine. We don't want toloseour
iperty; wedon’t wantto lose our cents.” So there is a real fear there and that is one reason people

investing here.

Another party bought 1,900 acres near Niverville, in 1976 again, and he's renting it back at $27.00
acre for three years and he intends to come over here within the next three to five years.

The third party bought about, | think it is 880 acres at Brunkild and leased it back to the farmer at
2.00 an acre with the understanding that at any time he can use ten acres to build his house and
er the five years, or during that time, sometime, he intends to immigrate.

The fourth party, bought 240 acres near Beausejour. He hopes to buy more when he disposes of
i property in Germany. He has three sons and he is concerned about them, they are learning
glish and they are prepared to come here. As a matter of fact, they will be coming here on June
th at least for the summer and the sons he expects will be staying here.

The other two parties bought a section each near Eriksdale which is sortof marginal land, there’s
sh, there’s slough, it’s for agriculture. It’s really not very good but another foreigner bought land
re before and he’s broken the land; he’s putting up a. . . plant and he’s said to his countrymen,
me over here, | think there’s an opportunity. They are paying $100 an acre to break this land. A bit
a gamble | would say but they are developing land that | don’t think too many Manitobans would
ve ventured into. One of them is working it himself during the summer and the othertwo parties, |
1 not exactly sure what their plans are.Anyway, those were the six parties | acted for in the year
i76. There were not so many others before that.

Iwould like to refer specifically to Section 1(e) which provides that alanded immigrant mustarrive
Canadabefore he can purchase land. Mr. Nemy has already talked about this but | would just like to
wer it very briefly. For any person, and especially a family to move from one country to another is
lite an emotional upheaval and, among other things, usually requires the sale of his property and
e approval of the Canadian authorities, which does not come alltooeasily. | understandthathe has
get 50 points — 20 points if he has enough sufficient money or assets here, 5 points for an extra
nguage, 5 points for being under 35 and so on. At any rate, it's usually not too difficult to get 50
Jints if you can start off with 20, having $100,000 or investing a certain amount of land.

Further, it has been my experience that under the circumstances, the normal procedure for an
amigrant is that he must first come to Canada, look around, and satisfy himself and finally put a
aposit on the farm. Often it takes immigrants a year or more to make all the necessary
'rangements.

I would like to refer to Section 15 of the Saskatchewan Farm Ownership Act which states that a
on-resident who intends to become a resident within three years may apply for, and the board may,
1writing, grant exemption. In case he does not immigrate within the three years, he will be forced to
2ll so there you have recognized that particular situation.

Section 2(1) of the proposed Actprovidesthatanon-residentcan purchase only 160 acres of farm
ind. In my opinion, this is possibly a little bit too small. Possibly there should be some control but |
1ink it is too small and | would like to give some of the reasons.

(1) Itis not aneconomic unit. (2) Itis difficult fora local farmerto sell only 160 acres and obtain his
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best possible price for himself. (3) There is, | think, undue fear of aso-called foreign take-over, i
wish to use that expression. The experience of the past has shown that foreigners purchasing
are at a bit of a disadvantage that in due course land, since it cannot be moved, reverts bac
Canadians for various reasons. Be it death or be it due to the fact that property is so faraway an«
income is not so high at times, that eventually they will get rid of it and maybe lose their shirts.
happened in southern Manitoba. In Sanford there were American landowners when | was a youn
and | don’t think there are any there now.

In someinstances, the purchasers movein and, as | mentioned thesetwo people in Eriksdale,
improved land that Canadians will not touch. The people in Eriksdale bought this 1,900 acres. Tl
was quack grass on it when they moved in, there is none now. They put up buildings worth clos
$80,000.00.

Five. Needless to say, any purchase by foreigners would bring in additional capital and it seerr
me we are always looking for capital when making loans. | don’t think we are paying any interest (
and somehow it will rub off.

Sixthly, there is probably undue fear of the price of farm land being driven up unduly. It appear
me that since the introduction of the Farm Lands Protection Act that there has been very little fa
the price of farm land.

Furthermore, | would like to point out that just across the border farm land is somewhat m
expensive. Previously, the Minister asked a question as to whether or not the foreigners paid
much for the land. Of the six, | would say possibly three paid a little bit too much. People see th
coming and ask a little bit extra price. They have only so much time to spend here. They wan
invest, so they pay a little extra.

Finally, | would like to refer to sections 1 and 2 of subsection (2) of the Act. 2(1) states that
corporation can buy more than 160 acres and 2(2) states that no resident Canadian can buy t¢
acres. | would like to ask the question, why? Just becauseit is corporation? It is an individual. ma)
one, maybe two, maybe three or more that own this corporation. They are doing this so that they ¢
put their affairs in the order they would like to. So | would say, why the difference?

That is my brief, gentlemen. Thank you for listening. 'm amazed at the time you people spe
here. | hope you don’t do it too often.

MR. CHAIRMAN: Thank you very much. Mr. Uskiw.

MR. USKIW: Mr. Chairman, | appreciate the comments presented to us by Mr. Martens.We,intl
legislation, do not want to inhibit immigration. Now, you have made some suggestions, as well
others, which would lead me to believe that we should look at them very seriously to determi
whether or not the present wording, in fact,doesdojust that. From my pointofview, ifitdoesdo th
then we have no problem in making some changes. The intentis notto preventimmigration. So the
think we can satisfy you that that is not our objective. We welcome immigration, people who inve
here and who want to come here to become Manitoba citizens or landed immigrants. That’s alwa
been the case. So we really don’t take issue with you on that score.

With respect to the point you make on Section 2(1), the distinction between corporations ar
Canadian citizens, | raise the question with you, sir, whether you do not believe that there is son
value for society to make a distinction in terms of human rights; rights to property in this instance:
between a corporate entity and the individual. Is the individual not something more special than
corporation, just from that point of view alone?

MR. MARTENS : That could well be argued. So an individual farmer wishes to incorporate, wt
should you take that right away from him to incorporate to set his affairs in order where he might p¢
less taxes, or he might be able to pass the farm over more easily, in part or in whole, to his sons, «
whoever?

MR. USKIW: No, but corporations are a body-that can be created and disbanded in a matter ¢
moments. Human beings are something different than corporations. At least, | regard it that way.
don’t look at a corporate structure as equating to that of an individual. | always would prefe
legislation that would fav r the individual over any other arrangement. Now, maybe that'sa hang-u
on my part; | don’t know. But it seems to me there is some value to that distinction.

MR. MARTENS: Maybe you should distinguish between an international corporation, which ha
no real feeling for the individual who sees profitandloss, but theindividual ordinaryfarmer. . .ther
is a difference.

MR. USKIW: In terms of the Ieglslatlon being proposed here, you appreciate that farming
corporations are not restricted.

MR. MARTENS: So you say you can’t distinguish between the farmer having a corporation anc
perhaps some international . . . It may be a problem.

MR. CHAIRMAN: Are there any further questions? Mr. Einarson.

MR.EINARSON: Mr. Chairman, just quickly to ask Mr. Martens, do | understand you tosayin you

brief that you were engaged in the experience of negotiating purchases or sales of land to foreigners
in Manitoba in 1976 only?
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IR. MARTENS: In my opinion, 160 acres is too little. It's not an economic unit.

1R. EINARSON: No, | meant to say, were you engaged in negotiating sales foreign purchases of
in Manitoba in 1976 only?

AR. MARTENS: Oh no. | used 1976 as an example. | had six different deals with . . . Before that|

't think they amounted to six, and | have had one since then. No, | was just using the year 1976 as

ixample.

AR. EINARSON: One more question, Mr. Chairman. | would like to ask Mr. Martens — if it's a fair

stion to pose to you in the time element since you negotiated these sales — have allthe sales of

sement that you have transacted been done in good faith and are all farmers in the Province of

ritoba involved getting the money for their land?

VIR. MARTENS: There has never been any problem. They each have a lawyer and you don'’t give

r documents unless you protect your client, in any case. No, | have never had any trouble.

MR. EINARSON: Mr. Chairman, my pointis, it's very important, and I'm talking about the way a

»of agreement is drawn up. That'’s the point | asked; if there was no clause in any sales agreement

MR MARTENS: Oh, | had one. . . Therealestate salesman drew it up very sloppily and there was

ase started but they settled out of court.
MR. CHAIRMAN: | don't think there is any further questions. Thank you very much for your

:sentation, Mr. Martens. That's all the briefs that we have here so | think Committee will rise.
mmittee rise.

(a4l






