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Public Accounts 
Tuesday, February 28, 1978 

Time: 10:00 a.m. 

CHAIRMAN: Mr. D. James Walding (St. Vital )  

MR. CLERK: Gentlemen, the hour of 10:00 has passed and the majority of the committee is 
here. I would suggest that we get to business. 

MR. CHERNIACK: I 'm j ust wondering if, getting to business, I could fi le a resignation and 
replace the resigned member. 

MR. CLERK: I think this should be dealt with by the chairman of the committee. 

MR. CHERNIACK: You'l l  see the reasons, Mr. C lerk. 

MR. CLERK: We have received a letter from Mr. Schreyer to the effect, please accept this 
letter as my resignation as a member of the Standing Committee on Public Accounts as of 
this date, which of course wil l  mean that someone will have to be nominated to replace Mr. 
Schreyer. I wou ld prefer that might be dealt with by the committee when the committee is 
properly constituted and it has a chairman. 

M R. CHERNIACK: Do you see any impediment to nominating and electing this person in 
advance? 

M R. CLERK: None at al l .  

M R. CHEIACK: Wel l then I would nominate Mr. Walding. 

MR. CLERK: I 'm sorry, I didn't catch the name. 

MR. CHERNIACK: Walding, James. 

MR. CLERK: Are there any further nominations? Hearing none, I would declare Mr. 
Walding to be a member of this committee. 

The next item of business of course would be the election of a chairman. Are there any 
nominations for chairman, please? 

MR. CRAIK:: I nominate Mr. Walding.  

MR. CLERK: Mr. Walding has been nominated as chairman. Are there any further 
nominations? Hearing none, I would ask Mr. Walding to take the chair. 

MR. CHAIRMAN: Order please. Is it the wish of the committee to deal first with the report of 
the Provincial Auditor? Mr. Craik. 

MR. CRAIK: Mr. Chairman, that's the usual procedure, to deal first of all with the Auditor's 
Report and thence to the Public Accounts. As the committee may or may not be aware, in  
former years, in the last several years we have never got on to  the grey book, Public 
Accounts themselves, and we've ended up not having approved the Accounts in a number of 
years. lt is our intent to go through both the Auditor's Report and the Public Accounts some 
time before the end of the session, depending on how long it takes. How long it takes won't 
really be the determining factor but we do intend to go through the Public Accounts. This 
may mean that in the event we get hung up too long on the Auditor's Report that we' l l  switch 
over to the Publ ic Accounts to make sure that there is at least an opportunity for the 
committee to have a look at the Accounts as wel l  as the Auditor's Report. The usual pattern is 
to start on the Auditor's Report and it would be our recommendation that we proceed in that 
way. 

MR. CHAIRMAN: Thank you .  There are a few formal ities, gentlemen, before we get on to 
the Report and that is the setting of a q uorum. There are 11 members of the committee. What 
is your wil l  and p leasure? Six members? The majority being six? Agreed? (Agreed) 

Do you wish the proceedings of the committee to be recorded and transcribed? Agreed? 
(Agreed) 
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Mr. Wilson. 

MR. WILSON: On a point of clarification. I wonder if the F inance M in ister cou ld indicate, is 
there any particular reason why in past years the grey book or the Publ ic Accounts haven't 
been sort of looked at by the committee? 

MR. CHAIRMAN: M r. Craik. 

MR. CRAIK: Well the committee normal ly sat during the period of the Legislature, when 
the Legislature sat itself, and as the other committees were also sitting at the same time 1 
presume that it wasn't propitious to have the Public Accounts Committee take precedence 
over some of the other committees and as a result the Public Accounts Committee got 
squeezed out at the end of the session without having actually been cal led. The matter was 
raised in the Legislature on a number of occasions but in actual fact there was no clear 
reason indicated why they weren't cal led. l t  would be our intention from here on in to have 
the accounts of the province prepared earlier in the year so that this committee cou ld sit 
perhaps in the fal l  of the year rather than at this time of the year or during the period of the 
session itself, No. 1 so that the accounts cou ld be examined. U nfortunately the accounts 
that we're dealing with now deal with matters that are at least 12 months old or more, 
anywhere from perhaps 11 months up to 23 months old. We are trying to move ahead 
examination of the accounts or move it closer to the date of the cutoff which is March 31st of 
each year. We wil l  attempt to have the accounts examined normal ly in the fal l  of the year. 

MR. CHAIRMAN: M r. Wilson. 

MR. WILSON: So it wou ld be fair to say that possibly if we are meeting in the fall we may be 
examining past government expenses as wel l  at that time if these accounts that we are 
looking at now are over a year old. 

MR. CHAIRMAN: M r. Craik. 

MR. CRAIK: Wel l if we meet our  objective of what we intend to propose in the way of 
changes, you wil l be looking at the accountsend March tt 31 , 1978 next fal l  rather than 
looking at them in March of '79. 

MR. CHAIRMAN: M r. Mil ler. 

MR. MILLER: M r. Chairman, isn't it correct that in previous years the committee was not 
constituted intersessional ly but that due to legislation - I think it was a year ago or a year 
and a half ago- the Public Accounts Committee is now structured so that membership is 
established during the Session itself and the membership continues on for the life of the 
Legislature. So that in fact the Committee can be called at any time whether it's September, 
June or when the Session is on, and it's only because of the change in the legislation I think 
in '76 that that became possible. 

MR. CHAIRMAN: Page 1. M r. Cherniack. 

MR. CHERNIACK: M r. Chairman, Page 1 is where the Provincial Auditor sets out his 
responsibility to the Legislative Assembly and it occurs to me to ask whether there has been 
any change made in the procedure whereby an M LA may require from the Provincial Auditor 
information which he needs for h is work in the Legislature. I raise that because it wou ld 
appear or I wou ld interpret from a newspaper story that certain M LAs have been abusing 
their privilege by going after the Provincial Auditor too much. I want to ask M r. Ziprick if he 
has had any problem in relation to MLAs dealing with him? 

MR. ZIPRICK: No, the procedure that I have been fol lowing is that any new information I 
wil l  not discuss with the MLAs - that has to be first reported to the Legislature and be part of 
the information that's been released public - but any information that's public and released 
by me or in the Public Accounts and any M LAs that have difficu lty in interpreting it come to 1 

me and ask for my assistance and if I can be of any assistance, I am pleased to be of that 
assistance. And whoever has appeared, that's the position I take and I have assisted in the 
various explanations of dealing with information that's been released, but I do not release 
new information or comment on information that has not been public or has not been 
presented to the Legislature. 

MR. CHERNIACK: Wel l  is that then the distinction as to the approachability to the 
Provincial Auditor of information which is already covered by the financial statement which 
has been submitted and i nformation not yet reported to the Legislature? Is that the 
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mr. ZIPR ICK: Yes, I will not release any information that hasn't been made public one way 
or another, either through the Public Accounts or through my report. I f  an M LA wants to get 
information that hasn't been released he has to go to the particular Minister or the Minister of 
Finance and get it from there. I wil l not release it. On the other hand if the information is in my 
report or in the Public Accounts and the M LA has difficu lty understanding it and he comes to 
me and places his problem before me and I can be of assistance in explaining what it's al l  
about, I ' l l  do that. And in addition I have also said on a number of occasions that if an M LA 
becomes aware of some particular difficu lty of a financial nature and he wants to present it 
to me, I will accept that information and chase it down but I won't report back to him the 
resu lts but I wil l certain ly chase it down and take whatever action is necessary and if it's the 
kind of information that could lead to some disclosure of impropriety then I wou ld take the 
appropriate action to correct it. 

MR. CHERNIACK: M r. Chairman, then I ask M r. Ziprick if that is the explanation for the 
statement in this press report - looks to me like the Tribune type - which says that requests 
were made to the Provincial Auditor who then referred the M LA to two government 
employees who had access to the files. Does that then mean that these requests related to 
unreported matters? 

MR. ZIPRICK: No, these requests related to material in the Public Accounts. But when 
requests are made to me as to what's in the Public Accounts, I wil l  provide explanations on 
the basis of what I have but if there is a need to see the actual documents and we don't have 
the documents, it's the Department of Finance that has the documents so I said, wel l  if you 
want to see the vouchers and the particulars in there you wil l have to go to the Department of 
Finance and get them from the Department of Finance because we don't make a practice of 
going to Finance, getting vouchers and then making them available to M LAs. l think that the 
M LAs should go and get it from the source but when it's something that I can provide 
explanations on the basis of what's in the Public Accounts and what I know I will do that. I n  
this case the request if I recol lect was some information dealing with vouchers and what was 
in the Public Accounts. I said we wil l not go and get the vouchers for you, you wil l  have to go 
to the Department of Finance and get the vouchers from the Department of Finance. 

MR. CHERNIACK: M r. Chairman, may I then ask the Minister of Finance if he wou ld make 
these vouchers available of matters that have been reported in the Public Accounts? 

MR. CRAIK: M r. Chairman, the point at question here is whether the questions first of a l l  
relate to the accounts that are coming forward to the committee in which case this 
com mittee provides the opportunity for the M LA to ask for details on the accounts. That's if 
they are dealing with matters that are in the period dealt with by the accounts. If they are 
current matters in the current year then there wil l  be some reticence likely on the part of staff 
to deal with it if they feel that it should be dealt with by the Minister. 

I give you an example separate from that; there were MLAs from both sides of the 
Legislature that came to staff members in the last two or three weeks with concerns about 
the issuance of T 4 slips to M LAs. They didn't come to me directly. The staff felt that it was a 
matter that had to be referred to the Minister and we looked the matter over and attempted to 
clarify it for al l  members of the Legislature. 

MR. CHERN IACK: That's why we got two T4 slips. 

MR. CRAIK: That's why you got two T4 slips. But in a case like that then it's in order, I 
presume, for you to go to the staff. Whether or not vouchers are issued is q uite another 
matter. I think that should be again, the staff I think in general wou ld want to refer most of 
these matters to the Minister if it deals with current matters. If, on the other hand, though ,  it 
deals with matters that are in the Accounts, the place to ask for that information is at this 
table in Public Accounts. 

MR. CHAIRMAN: M r. Cherniack. 

MR. CHERNIACK: M r. Chairman, I 'm sti l l  not quite clear on this. M r. Ziprick referred to 
matters which wou ld have been reported in the Public Accounts and al ready distributed and 
yet he said if it came to details such as what is contained in vouchers that that is beyond his 
- well  he didn't say "beyond his scope" - but that's something he didn't have in his control 
and therefore he wou ld send it on to the department. Therefore my specific question to the 
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Min ister of F inance was, wou ld those matters al ready reported on be made available to 
M LAs such as breakdown and that are not set out in any vouchers? 

MR. CRAIK: Well that, M r. Chern iack, as you know is what has been the pattern in this 
committee, that if matters are raised they're reported on by the F inance Department, have 
traditional ly been. If you ask for certain matters that are in the Public Accounts for 
elaboration the usual practice is for the notice to be taken by the F inance Department and 
related. 

Now if you're asking whether this is done outside this committee, I don't think that that 
has been done. To the best of my knowledge that practice is not fol lowed. 

MR. CHERNIACK: Then may I ask, M r. Chairman, and I don't believe it's so but I 'm 
wondering if it's possible that there is a distinction made between M LAs of the Conservative 
caucus and other M LAs, because apparently the Conservative caucus M LAs received 
certain letters setting out a procedure which the rest of us, to my knowledge, at least which I 
didn't receive and therefore I 'd like to know what information was g iven to the Conservative 
M LAs and whether it applies to them only or appl ies to al l  M LAs. 

MR. CHAIRMAN: M r. Craik.  

MR. CRAIK: Wel l ,  M r. Chairman, I th ink perhaps Mr. Jorgenson could advise you of the 
fact that . . .  I can't answer as to whether it went out to all M LAs or went out to j ust the 
members of the . . 

MR. CHERNIACK: Wel l ,  you wrote the memo, it says. 

MR. CRAIK: Wel l ,  you're going to have to show me the press article.  I ' l l  take it as notice if 
you consider it of considerable importance. I 'm tel ling you the practice that is to be fol lowed 
is documentation of information on Public Accounts comes through this committee in the 
same pattern as has been establ ished and there's been no change to that. 

M R. CHAIRMAN: M r. Chern iack. 

MR. CHERNIACK: Wel l ,  M r. Chairman, it is of sufficient interest to me to ask for - wel l  it's 
not for me to ask for copies of letters sent by a M i n ister to an M LA of h is own party, but for 
clarification as to whether there's any difference in approach between that of Conservative 
M LAs and al l  M LAs dealing with the accounts al ready before the House and whether Mr. 
Craik is prepared to g ive us the i nformation or rather give us cop ies possibly of the letters 
that he and M r. Jorgenson sent to Tory M LAs - I'm quoting from the newspaper article ­
and to tel l  us whether it applies to al l  M LAs as it does to the Conservative M LAs, and if he 
doesn't have the information now or wants to consult, cou ld he at the next meeting this 
afternoon or tomorrow, respond to my request? 

MR. CRAIK: Wel l ,  M r. Chairman, I ' l l  take it as notice and have a look at it. B ut to answer M r. 
Cherniack again ,  the procedure that has been fo l lowed and is being fol lowed, and in any 
indication that I have given in writing to anybody, simply stated that information on Public 
Accounts, dealing with the current year under - I shouldn't refer to the current year- the 
particular year under discussion by the Public Accounts Committee, that information has 
been and wi l l  be avai lable from the Finance Department as this committee determines. 

If it deals with the current year, the present year, if there's information required within the ,., 
department that the usual form and pattern and mechanism be fol lowed wou ld be that the 
request go through the M i n ister. And I don't rule out the possibi l ity that from time to time that .. 
there are going to be requests such as the one that I have indicated to you that came from 
both your own party, the New Democratic Party and the Conservative Party. There were 
requests that went directly to staff people regarding the T4 slips which you in your own 
wisdom or otherwise decided would go d i rectly to the department, not to the Minister, and 
you got the answer, and the answer came to you. Now that dealt with a current problem. But 
normally if it deals with Publ ic Accounts the instruction is the same to both sides of the 
House and to all members of the Legislature, and the accessibil ity of t he auditor h imself has 
been wel l  explained by the Auditor here, it's the same to both sides of the H ouse. � 

MR. CHAIRMAN: M r. Cherniack. � 

MR. CHERNIACK: I appreciate M r. Craik's information to us. lt is helpful .  But the specific 
question that I don't think he answered was, is there any difference in the manner in which 
information can be given to a Conservative M LA - and I mean back bench of course - and 
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that of an opposition M LA? And if there is not any difference then is he prepared to give us 
the same information that he gave to Conservative MLAs in his letter and Mr. Jorgenson's 
letter that are referred to in the newspaper clipping? 

MR. CHAIAN: Mr. Craik. 

MR. CRAIK: The procedures are exactly the same for either side, that on questions dealing 
with accounts current, that they should go through the Minister. 

M R .  CHAIRMAN: Mr. Cherniack. 

M R. CHERNIACK: Mr. Chairman, does that mean that these letters wil l  not be given to us? 
We won't know what was told the Conservative M LAs. 

M R. CRAIK: Wel l ,  I 'm going to have a look at this and see if that's exactly what it refers to, if 
it refers to the rules that apply to this committee. I f  that is the letter that's being referred to 
here I'd be most happy to make it available. 

MR. CHAIRMAN: Mr. Cherniack. 

MR. CHERNIACK: Well, by all means, Mr. Chairman, if Mr. Craik doesn't know what is the 
contents or wants to refresh his mind,  by all means. Possibly tomorrow morning this could 
come back on the agenda and we get it so we know. 

MR. CHAIRMAN: Mr. Jorgenson.  

MR. JORGENSON: I think that Mr.  Cherniack should understand that members of the 
committee from the NDP party are all experienced members. They know the routine, they 
know the procedures that have been fol lowed in the past. lt was not necessary to inform 
them of the manner in which the committee operates. 

Some of the newer members on this side of the House were unfamiliar with the practices 
and what had happened is that they were asking questions about j ust what happened and 
where they could get information and how they could get it. 

MR. CHAIRMAN: Mr. Cherniack. 

MR. CHERNIACK: Well ,  Mr. Chairman, may I first ly point out to Mr. Jorgenson that we 
have a new member as well of the committee. 

MR. JORGENSON: He's not unfamiliar with the practices of this committee. 

MR. CHERNIACK: Well ,  I don't know. I don't know the extent to which Mr. Jorgenson 
knows, what he's familiar with or not. But as I understand the newspaper clipping, which 
may be completely false, the newspaper clipping says that the letters from Mr. Jorgenson 
and Mr. Craik went to all members of the Conservative Party and if they went to a l l  members 
of the-Mr. Chairman , I 'm not talking to a machine, I 'm talking to members of the committee 
and to the ministers - and my understanding of the clipping is that this letter went to al l  
members of the Conservative caucus, and if that is the case then it didn't spel l  out the duties 
and rights of members of the committee, but rather that of a l l  MLAs, and al i i want to make 
sure is that opposition MLAs have the same access to information as backbench 
Conservative MLAs. That's the assurance I would like and if so I would like to know what they 
were told so we would know. 

MR. CHAIRMAN: Mr. Craik. 

MR. CRAIK: Mr. Chairman, there is no intent here to in any way avoid the question. The 
article referred to as I read it here says, that a Minister, myself, sent a letter out to all Tory 
M LAs. I don't know that there was a letter went to al l Tory M LAs. I know that there was a letter 
sent to Mr. Wilson in response to a particular question and then I asked Mr. Jorgenson to 
generally take under consideration and advise of procedures that were to be followed in this 
particu lar committee. So I wil l  say, first of a l l ,  that I don't think that the letter went out to a l l  
so-cal led Tory M LAs. There was a particular letter that I addressed to Mr.  Wilson on a 
particular question and suggested that inquiries to the committee should be directed to 
myself as Minister. That's the same information that wou ld go to every M LA in the 
Legislature. But I wil l  take the question as notice and find out if the report, as indicated in the 
newspaper, is correct. I don't think that it matters a great deal .  The procedure that was 
recommended to Mr. Wilson is exactly the same procedure as Mr. Cherniack I think now 
knows applies to a l l  members of the Legislature. 
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MR. CHAIRMAN: Mr. Minaker. 

MR. MINAKER: Mr. Chairman, dealing with Page 1, I wou ld like to ask through you to Mr. 
Ziprick, it indicates u nder Item D, that as to all cheques for the issue of which he has refused 
to certify, citing the date and the amount of any expenditures incurred and the consequence 
thereof, were there any such instances in the year 1975-76? 

MR. CHAIRMAN: Mr. Ziprick. 

MR. ZIPRICK: No, there weren 't. As a matter of fact I don't remember of an instance where 
a cheque has been refused. The procedure has been that on occasions I have found that 1 
could not pass the payment, but then it was recirculated and whatever steps were needed to 
correct the situation it was corrected and then it came back as an acceptable payment. But 
there was no payments made that I was not the party to,  approving the payments, and if there 
had been I'd be required to report to the Legislature. 

MR. CMAIRMAN: Mr. M inaker. 

M R. MINAKER: Mr. Chairman, I wonder under I tem E, as to any important change in the 
extent of character of any examinations made by the Auditor, I was wondering if, were there 
any particu lar instances that you'd like to draw to my attention ,  or the committee's 
attention? 

MR. ZIPR ICK: No. There's been no major changes in our audit procedures. They're the 
same as have been over a number of years. 

MR. M INAKER: Same as the previous year. 

M R. ZIPRICK: Yes. 

MR. M INAKER: Thank you .  

M R. CHAIRMAN: Mr.  Wilson. 

MR. WILSON: Wel l ,  getting back to some of the comments by Mr. Cherniack at this table, I 
note with interest in May of973, to add further confusion to the situation,  Mr. Pau l ley at the 
time said that the proper place to tackle any expenditure in this department was the 
consideration of Estimates. And Mr. Cherniack at the time was attempting to confuse or 
muzzle Mr. Asper throwing the same line of questioning that many members wi l l  probably 
fal l  into the trap of doing, is to raise particu lar questions on items relating to the Public 
Accounts. 

So when a new member gets this 1973 debate in Public Accounts and sees where Mr. 
Paul ley indicates that the proper place to ask questions is when the consideration of 
Estimates, then the Minister of Finance here says the proper place is at this table, it would 
seem to me that if you were to ask q uestions in a publ ic form like this that possibly were of a 
suspect nature, or of an innuendo nature that it would seem to me it would be proper that 
prior investigation should take place so that innocent people aren't raked over the coals. 
What 1 am talking about is that some expenditures wil l  appear in the grey books to be rather 
confusing to one who doesn't know the inner workings of the Finance Department. One 
might see an item like, for instance Washtronics or something where there is $400,000, 
immediately he might suspect it's for car washes, where it might very wel l  be for equipment. 
These are the kind of things that I think do sort of necessitate a bit of prior looking at and I 
would hope that the current Finance Minister wou ld consider that so that next Fall when we 
meet there is a clear indication of the rules of the game when we come to deal with the 
situation .  

As to the Auditor, I am glad he did say he wou ld chase i t  down because in  this very same 
debate the Auditor had mentioned that he' l l  look at al l  leads - we, the members, were to 
su bmit our observations and he' l l  carry out the necessary investigation. Again, I don't know 
whether 1 completely agree with him that he would report back his findings because that 
means a particu lar member who has raised these particu lar q uestions wou ld then have to 
wait to the following Auditor's Report to find out if the situation which he had raised and had 
hoped wou ld be investigated had indeed been accomplished. 

So with those few comments I j ust wanted to set the record straight that back in 1973, the 
period Mr. Paul ley didn't feel that Public Accounts was very important and wanted it to go 
into the consideration of Estimates, and here we have the current Finance Minister who is 
saying that all questions should be raised at this table and, of course, then all the members or 
the Auditor and his staff wil l  investigate and hopeful ly make the necessary corrections, 
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except there is the danger, as I mentioned, that some questions m ight a l lude or suspect 
somebody is gett ing favoritism and it might not be really fai r  . . .  but those are some of the 
questions that may be asked. I th ink real ly there should be consideration given to looking at 
some of these things prior to sitt ing down at this meeting because the purpose of this 
meeting is to examine the books and I wou ld wonder how many members ofthis committee 
have gone and looked at the m icrofi lm ,  if they know exactly where these vouchers are kept. 
These are a l l  th ings that the committee members could be made aware of if they were 
incl ined to want to find out where a l l  this i nformation is prior to sitting down at this table. 

MR. CHAI RMAN: The reason we're having some l ittle d ifficu lty with the sound system is 
that it is a new system. I am told it is much more sensitive than the previous one and it is not 
necessary for members to speak so closely i nto the microphones as we did last year. Page 1, 
M r. Cherniack. 

MR. CHERNIACK: M r. Chairman, the point M r. Wi lson raises is of interest to me. 
Apparently he finds that the M i n ister of F inance is attempting to "muzzle" some efforts. The 
reason I use that word is that he seemed to compare the present m inister's treatment of 
questions the way he says I did back in  1 973 and I think that it might well be a matter for this 
committee to elaborate on the problems M r. Wi lson has in  order to see whether this 
committee cou ld not come up with some d i rections to the Auditor and requests to the 
M i n ister to see whether there cou ldn't be a greater accessib i l ity of information. I f  M r. Wilson 
is suffering from lack of avai labi l ity of information then maybe this committee ought to 
explore the extent to wh ich he is being defeated in h is efforts to be a conscientious M LA. If 
there is that problem, I th ink it m ight be of value for this committee to explore it. I wonder 
what M r. Craik th inks about that. 

MR. CRAIK: Mr. Chai rman, I th ink this debate has pretty wel l  exhausted itself. ! trust it has. 
Not that there is any particular reason to not deal with it except there are substantive matters 
to be dealt with in the forthcoming period of t ime with the role of the Aud itor and control 
mechanisms with i n  the departments that wi l l  perhaps al leviate some of the repetition of 
comments in further years that are contained in the Aud itor's Report. I th ink those matters 
are important and should take precedence i n  being dealt with at this meeting. 

MR. CHAIRMAN: Page 1 ,  M r. Wi lson. 

MR. WILSON: Mr. Chairman, j ust to end it then. My concern was that by channeling all 
requests through a min ister for information , what you are doing is tying u p  the civi l service in 
matters wh ich cou ld very wel l  be done by somebody who has the t ime and is wi l l ing to make 
the effort to go and look at the microf i lm and make sure that a l l  h is particular research is 
done. That's the thing that I am asking the current m in ister to consider so that next time we 
meet, that a particular M LA who is d i rected to have a number of queries out of t he grey book 
- and I say a number - I  would submit that it would be i rresponsible for someone to take a 
whole page i n  th is grey book and ask the Provincial Aud itor or the M i n ister of F inance to g ive 
the vouchers for that entire page. I would th ink that a particular member cou ld go and get 
those particu lar vouchers and look at them . I don't th ink an O rder for Return is the answer 
because 1 have two eyes, I can see, and I would l i ke to be able to tie up only a particular 
middle-income secretary rather than tie up some of the top admin istrators in  the M i nister of 
F inance's department. 

So that's basically it. lt's looking to a particular pol icy in the future that wou ld resolve Mr. 
Asper's problems that he ran into in  1 973 where he had to h i re h is  own staff to do his 
investigating and where I am wi l l ing to do some investigating on my own time and I don't feel 
I should be tying up the civi l service. 

MR. CHAIRMAN: M r. Cherniack. 

MR. CHERNIACK: M r. Chairman, just on a . . .  it 's almost a matter of privi lege now. lf  it can 
be assumed that I was supporting M r. Wi lson in his efforts, I want to withdraw that 
impression immediately. I do not feel that any M LA should have any access to m icrof i lms or 
start looking back at detai ls of the accounts of the province. I th ink it wou ld be an awful mess 
if that were possible. I do not support h im in that effort. 

MR. MI NAKER: So endeth the debate. 

MR. CHAIRMAN: Page 1 -pass; page 2-pass. Page 3. Mr. M inaker. 

MR. MINAKER: Mr. Chairman, through you to M r. Ziprick. lt's indicated under deal ing with 
departments for physical accounting purposes, statements made that it is felt that 
supervisory survei l lance, inqu i ries at time of replacement, etc. ,  provide sufficient control 
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over office furnish ings. I th ink later on in the report there was an indication that there was 
advanced spend ing in the Department of Publ ic Works, if I remember correctly, further on 
when we deal with that matter. Was that related in  any way to this fact that there wasn't closer 
control over say office furnishings, etc., other than the supervisory surve i l lance? 

MR. ZIPRICK: No, there is no relationsh ip, this purely deals with the physical 
accountabi l ity for the furn iture and equ ipment rather than mainta in ing specific records of 
the ins and outs and taking inventory and comparing. These records are not maintained. l t  
was explored a number of years ago about the possib i l ity of mainta in ing such records; it was 
found it wou ld be a very costly undertaki ng and the conclusion was come to that the 
survei l lance in replacements and whatever have you would be sufficient to oversee the 
physical accountabi l ity of those assets. What the other portion deals with is the actual 
approval for purchasing and is not related to the physical accountability. 

MR. CHAIRMAN: M r. Orchard. 

MR. ORCHARD: I trust we are on page 3. Through you, M r. Chairman, to Mr. Ziprick. 
U nder the Publ ic Bu i ld ings, Publ ic Works, etc. ,  there is an item , Capital advances to 
Communities Economic Development Fund,  converted to conditional grants. On the basis 
of that conversion to conditional grants, are those conditional grants recoverable or should 
the word "conditional" be removed? Are the monies recoverable as such? 

MR. ZIPRICK: These are advances made to the Commun ities Economic Development 
Fund and then the amount that is establ ished as possibly uncol lectable is written off and 
these are the amounts. But if by any chance there should be a co l lectabi l ity then these are 
conditional . If a co l lectab i l ity is made on those accounts that they wou ld be repaid to this 
account. So it is a condition al l  right and it's a val id  cond ition because although they are 
considered as l i kely to not be collectable they sti l l  have not been d isposed of and as long as 
the organization is sti l l  functioning there is always a possib i l ity of col lecting; when a 
col lection wi l l  be made then it w i l l  be returned .  

MR.  ORCHARD: I guess m y  question i s  maybe unanswerable, but at what point in  time are 
conditional grants considered non-conditional? Who makes the decision as to when they 
are no longer col lectable or . . .  ? 

MR. ZIPRICK: The decision is made at the Communities Economic Development Fund. l n  
the first instance when a review i s  made to determine the position of the fi nancial statements 
for that particular year, a reserve is provided as to how much is anticipated wi l l  not be 
col lected . Then , at a subsequent time, when an account is foreclosed and put into 
receiversh ip,  and whatever has been real ized, the net loss for that particular account is 
establ ished and that's when it is really final ized . So, it's a process that goes through the 
Commun ities Economic Development Corporation and the flow from conditional to 
uncond itional in  the province's accounts w i l l  have to be adjusted on the basis of experience 
in the Development Fund.  

MR.  CHAIRMAN: M r. M inaker. 

MR. MINAKER: Mr. Chai rman , I am sort of hopping over the next page because I th ink  it 
relates to the same question as M r. Orchard 's. Then through you to Mr. Z ip rick. Where you 
indicate that the conversion of Communities Economic Development Fund advances of 2.2 
m i l l ion to 2 . 1  m i l l ion cond itional grants, that was the amount for this year being general 
advances. But then you say and 2 . 1  m i l l ion unconditional grants. Were these uncond itional 
grants then? That's the amount that was presumed by the Commun ities Economic 
Development committee for that year, that there was no way they were going to get the loans 
back, or d id it cover some other area? 

MR. ZIPRICK: No, this is a separate situation whereby $1 00,000 was guaranteed by the 
province. In  other words, the Communities Economic Development Fund of its own, if I 
recol lect, said "Wel l ,  we wou ld not undertake this account" but the government said "Wel l ,  
yes undertake i t  and we' l l  guarantee i t . "  And because the government guaranteed i t ,  i t  was 
made unconditional immed iately. So, in effect, it was an account that the government had 
asked the Fund to undertake. 

MR.  MINAKER: Mr.  Chairman , where wou ld it occur in the balance sheet when it was 
recogn ized that the cond itional grant was written off? If there was a particular company that 
the Commun ities Economic Development Fund had invested in that went into receiversh ip,  
where does that appear? I f  there is say 2.2 m i l l ion in  uncond itional grants and there is no 
return on any of the assets, where wou ld the loss be entered into the . . .  ? -. 
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MR. ZIPRJCK: Wel l ,  both the cond itional and the unconditional g rants are in the same 
account in the province's books so it would be just a change from one classification to 
another classification. The write-down in the province's books itself would be when the debt 
is repaid.  So deal ing with the way the capital situation is now, to the extent that these 
advances are covered by the province's borrowings, that amount is set up on the other side 
as an asset. Now whether it is an asset or not, that's not the question. In other words, it's an 

MR. MINAKER: In  other words it stays there as an asset whether it is no longer an existing 
company or not? 

MR. ZIPR ICK: That's right. We have in here some old relief accounts that are st i l l  
supported by pub l ic debt, sti l l  on the books of  the province. 

MR. MINAKER: Shown as an asset. 

MR.  ZIPR ICK: Shown as an asset. Now they won't be written off unti l  that particular debt is 
repaid. So in the explanation there it's ind icated that once the debt is repaid then it's written 
off. 

MR. MINAKER: Would you know how many m i l l ion dol lars l isted in conditional g rants at 
the present time that in actual fact no longer exist? 

MR. ZIPRICK: There wouldn't be very much because this has just been started in the last 
couple of years, this system. 

MR. MINAKER: When exactly, M r. Chai rman, was this practice started? 

MR. ZIPRICK: I th ink about two or three years ago when it was decided that the 
Communities Economic Development Fund losses as such would not be carried as 
advances. This was the point that was raised , that previously they were carried as advances 
and looking at advances you would consider that as a recoverable item. Well it was found 
that most of th is Communities Economic Development Fund was not recoverable and as a 
result it was decided to move it out of advances into th is account as basical ly an offset to the 
debt and be handled in the system the same way as roads and highways. Now as a matter of 
designating cond itional was that if there is any possib i l ity of recovery that there wi l l  be a 
legal means to proceed and recover. If you declare them unconditional then in effect it's a 
forg iveness. So it's just a legal protection that in case anyth ing is realized it's sti l l  al ive legally 
to recover, but in effect both conditional or uncond itional are treated just as an offset to the 
amount of debt. Now if we change to the net debt system all of this would be written out. 

MR. M INAKER: My next question, M r. Chai rman, was is this a normal accounting 
procedure used by other governments? 

MR. ZIPR ICK: l t  has been used by some governments, I don't know if it is sti l l  used any 
more, there m ight be by an odd Maritime, but most of the governments that I am fami l iar 
with , that's Ontario, Canada, Saskatchewan, Quebec, Alberta, B .C. ,  I think just changed 
recently or are chang ing . They don't fo l low that practice any more. 

MR. MINAKER: Thanks, M r. Chai rman. 

MR. CHAI RMAN: M r. Wi lson. 

MR. W ILSON: Well fo l lowing up what my col league has mentioned, it seems to me that 
John Q. Pub l ic is going to have a bit of a problem because I remember in the 1 976 Auditor's 
Report, and the Auditor can correct me, he was deal ing with CEDF and the fai lures of al l  
these fish ing co-ops and what have you and I wonder by keeping this as an asset if we are not 
real ly taking the former government off the hook for the responsibi l ity of this poor 
investment and I wonder if somewhere in the particular report it ind icates how much money 
we did recover from legal means. Was our legal department able to recover anyth ing or d id 
they write off the debts for pol itical purposes? What I am suggesting is that if other 
governments no longer use this, I would hope that the current Finance M inister would make 
the necessary changes because obviously the prior government was sti l l  deal ing in sleight­
of-hand or whatever in trying to paint these as assets when really they're not. 

MR. CHAIRMAN: M r. Cherniack. 

MR. CHERN IACK: M r. Chairman, I am sti l l  on the fi rst paragraph of Page 3. The statement 
is made that assets that would be cons idered assets I assume in normal accounting 
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practices outside of government are shown in an arbitrary way at values equal to the 
outstand ing debts, which makes it appear that if a bu i ld ing is bui lt out of current it is written 
off immed iately as an asset , or if a bu i ld ing is bui l t  and repaid on a bond issue over five years 
it wou ld be written off if it were clearly assigned that this bond issue was for that bu i ld ing or if 
the bu i ld ing was bui l t  over a 23 year period it would be written off over that period of t ime. 
I've never questioned this before but since some rather i rresponsible statements were made 
last year about publ ic debt and the burden of debt on cit izens, I would l ike to get a comment 
from M r. Ziprick as to the val idity of showing the physical assets of the province in a way 
other than to equal publ ic debt. What is the val idity of the way it's being done and has been 
done trad itional ly al l  along and the normal accounting procedures that I bel ieve use either 
valuations less income tax al lowable depreciation or some other way? 

MR. ZIPRICK: I raised the point that th is is not a very good accounting procedure in the 
present context. it might have been many years ago when their specific debts were tied up to 
specific bu i ld ings but within the context of present operations this is real ly not a meaningful 
f igure, a l l  it is is just an offset to publ ic debt but it's no way a valuation of the kind , either 
h istorical cost or present value or any other way, of the kind of assets that have been bui lt 
from publ ic funds or been establ ished from publ ic funds and are sti l l  available to future 
generations. l t's no way a valuation so it has to be understood is purely a f igure that's. 
offsetting to the publ ic debt. Now to me the approach that's taken by Canada and most of the 
other proVinces now is they carry the assets at one dollar and back of that there is an 
inventory of these various physical assets and their costs but they are not in any way 
associated with any particu lar debt is a better way and the debt itself just d iscloses how 
much net debt there is because th is is not a commercial arrangement. In a commercial 
arrangement you've got an asset, that asset is being uti l ized in the production of income and 
being amortized into this income. The asset that's bui l t  from publ ic funds is being used by 
the c itizens and wi l l  continue to be used , but to try and value to what extent it's been used in 
any production of income and therefore measu re it on a commercial basis just doesn't apply. 

MR. CHERNIACK: Wel l ,  M r. Ziprick, if we have a rental accommodation for let's say a 
government office, then we have to budget every year for payment of rent wh ich probably 
includes amortization of the capital cost by the owner and profit on that, so that we have that 
one bit of space which has an annual charge against it. And if on the other hand we bui ld a 
bu i ld ing without borrowing for it and in that way reduce future rents by a considerable 
extent, surely that bu i ld ing then is shown at nil in the present method of accounting and yet 
it is a lasting benefit to the financial statement of the fol lowing year and thereafter. Should 
there not be a distinction made between the two - rented and owned? 

MR. ZIPRICK: Well you see in the publ ic sector accounting as is general ly now 
understood and carried out, you record what's requ i red to be paid by the taxpayers during 
the year and to try and evaluate as to how much through the expenditures you are going to 
pass on to futu re generations in the same sort of context as the private sector and the private 
sector is do ing it for a real ly completely d ifferent reason is real ly impossible because you'd 
evaluate that you are passing on certain assets that are going to be useful to the private 
sector but then there are al l  kinds of other ones that are d ifficult to evaluate and you get into 
an inconsistency. I th ink we talked about, for instance, expenditu re on education. Now the 
amount of expenditure on education and on bu i ld ings themselves is relatively small in 
relation to the teachers' salaries yet the education that the people acqu i re and their 
increased productivity through that education to future generations can be substantial .  

MR. CHERNIACK: A tremendous asset. 

MR. ZIPRICK: A tremendous asset. So to say well this is a bu i lding just because it's a 
bu i ld ing and concrete, we w i l l  measu re it as a benefit to future generations, then there's 
another th ing that's invested that's not a bu i ld ing but in the form of something less tang ible, 
as visib ly, we would say wel l  that doesn't come into the accountin g . .  This is the d ifficu lty it 
presents to try and rational ize that kind of accounting. In the private sector this kind of 
accounting of amortization of assets is done because it's associated with the income and 
you are trying to establ ish an equ ity position. I n  other words, you are trying to continuously 
determine an equ ity for d istribution of profits for determining what I have in that business so 
that I can go and sel l ,  whereas in no way that we're trying to establ ish an equ ity position here 
for the Provincial Government of Manitoba because first of a l l  if we even did try, is anybody 
moving out of the province going to get any benefit out of it, so it would be an exercise that 
real ly wou ldn't be usefu l .  So what we are do ing here in the province is trying to establ ish 
more as to what kind of a load is being passed on to future generations to service what's been 
done in the past. 

Now the rationalization there . . .  you know, there can be very substantial assets, we 
know there are very substantial assets but the question of being able to provide the funds to 
d ischarge these l iabi l ities is not necessarily associated with those assets because the 
income comes from taxes, which takes on a completely broader perspective. So I th ink that 
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the important feature is how much debt and what are the charges being passed on to the 
futu re gener�tions. N

_
ow

_
there it's a matter of policy and what criteria to use; right now there 

are no establ ished cntena as to where are the l im its. We know the ult imate l im it is if you can't 
raise any more money, then there is no way you cou ld go into any more debt, but that's a very 
trag ic position that you can get into. But before you get there as to what is a reasonable 
criteria, some percentage of g ross product or whatever have you, I don't know. There are no 
estab l ished criteria as to what extent it's reasonable to go into debt, to pass on charges to 
futu re generations, except we know the l im itation, that once you cannot raise any more 
money, obviously you won't be able to go into any more debt. But it's a dangerous situation 
to get to that point because the situation could be trag ic. I think we d idn't have to worry too 
much about this kind of th ing in the past because we had a lot of slack and we were far from 
this situation. 

I real ly don't know whether we are getting . . .  and I am not even talk ing of Manitoba but 
the country as a whole, whether we are getting closer to the position where we could wind up 
in th is kind of trag ic situation that we couldn't raise money or not, I real ly don't know. R ight 
now there is no criteria as such to look against as to what's reasonable to create debt and 
pass on to the future generation. I always take the approach that it's not my responsibi l ity, 
that this responsib i l ity rests between the people of Manitoba and its elected officials. 

MR. CHERNIACK: M r. Chai rman, to M r. Ziprick, if you prepare a statement to be 
understood by John Q. Publ ic who has al ready been referred to and you picture two people 
l iving side by side, not business but homes, l iving in identical homes side by side, one is a 
tenant and pays rent and the other may have paid a onethird down equ ity and owes the 
balance of two-th i rds on that property and he knows that in the foreseeable future that 
house wi l l  be paid off, wou ld you say that they are both in the same position or wou ld you say 
that the one who has debt is better off than the one who is debt free? 

M R .  ZIPRICK: Now we are talk ing about individuals and eq uity positions. 

MR. CHERNIACK: No, not equ ity position because it's not a business operation, it's a 
person who is planning h is future economic affairs in such a way as to in one case have no 
debt, the other case have a debt and acqu i re a home free of debt. 

MR. ZIPRICK: Yes, but it's sti l l  an individual that hasn't got taxing powers over the whole 
econom ic system and so we can't compare that ind ividual ;  when we are looking at it we're 
determ ining his equ ity position. Now to try and determine the equ ity position of the Province 
of Manitoba with its powers to tax the whole society in Manitoba, you can't determine the 
equ ity position in that same sort of way. So the whole evaluation is based on a completely 
different perspective and if we did arrive at a equ ity position in the context of business or a 
private individual , I 'm not sure j ust what it would mean. 

MR. CHERN IACK: Wel l ,  M r. Z iprick, would you explain how val id it is for a person to say 
that our debt is X mi l l ions or b i l l ions of dol lars which means that every man, woman and 
chi ld in the province owes say $3,500 because of the debt of the province. Wou ld you say 
that that statement in itself is a sufficient, clear indication of the responsibi l ities of the 
financial position of the province? 

MR. ZI PRICK: No, the way I understand it the people that are, for instance, evaluating the 
financial position of the province for bond rating purposes wou ld take in account the entire 
debt l iabi l ities of the province, not only the province but including the municipal ities and 
other publ ic institutions, then comparing it against the economy as a whole and its 
prod uctive capacity. That's the point I was just trying to make that I am not in a position to 
say whether, you know, it's th ree thousand and something per person, and that's j ust an 
averag ing , as to whether three and a half b i l l ion or four  b i l l ion of debt in the Province of 
Manitoba is a reasonable amount to pass on to futu re generations or not. 

it gets into a pol itical pol icy matter and I am not in a position to comment. Now as to, you 
know, how close are we, Canada, to a bankruptcy position, I haven't got any idea because it's 
only when the investors that are evaluating it at some point or other say, "You are going too 
far, you wi l l  not be able to carry it, we can't sel l your bonds any more," that's it. But that 
position as I know happens very qu ickly as New York has found out and is to sort of get some 
kind of an indication as to where the danger points. There are no standards to my knowledge 
and I don't even know . . . 

MR. CHERNIACK: Wel l ,  M r. Ziprick, I 'm sorry, I did not ask you to go into the depth of 
international finance. I am just talk ing about the presentation of our Statement of Assets and 
Liabi l ities and I think you've ag reed that many of the assets we have are not shown in the 
statement and therefore the debt shown in the statement does not tru ly reflect the position of 
the province in terms of assets as compared with debt. 

MR. ZIPRICK: Yes, as far as the assets and to what extent we've got real assets that you 
could market and how much money you cou ld get for the province's assets, there's no way 
that I know just what it wou ld be. 

1 1  



Public Accounts 
Tuesday, February 28, 1 978 

MR. CHERNIACK: The tact is that the province is now busy sel l ing oft assets of the 
province and in doing that it is recovering some moneys and those moneys need not 
necessarily be reflected in the asset position that you have in this statement. Correct? 

MR. ZIPRI CK: That's right. 

MR. CHERNIACK: Therefore, I suggest, and I am real ly not cal l ing on you for comment on 
that, M r. Zip rick, but, M r. Chairman, I am saying it appears to me to be a irresponsib le thing 
to do to take the total debt position and say this is the bu rden of the taxpayer without at the 
same t ime saying that much of th is debt has offset against certain assets which may be 
education such as referred to by M r. Zip rick but is more understandably physical structures 
which may be by thei r  presence be saving money for the future in rents or other costs. I don't 
know whether it's fai r  to ask M r. Ziprick to comment on that but I felt I should make that 
statement as a result of our discussion. 

MR. CHAIRMAN: M r. Craik. 

MR. CRAIK: Wel l ,  M r. Chai rman, on this point just in brief, I think M r. Cherniack was 
suggesting in h is opening sentences that there was misleading or irresponsib le statements 
made in the last year regarding the debt. 

MR. CHER NIACK: Absolutely. 

MR. CRAIK: And I trust he's referring to the argu ment that was initiated by his own party in 
this regard when he said that there were irresponsible statements. 

MR. CHERN IACK: No, by h is Premier. H is irresponsible Premier. 

MR. CRAIK: M r. Chai rman, surely the nub of it is that there are a number of ways of 
expressing debt and we wi l l  come to a page in the Publ ic Accounts here that ind icates (a) 
Publ ic Debt and it you d ivide through by the popu lation of the province, you wi l l  come up 
with a figu re that was used over and over again by M r. Cherniack's government, the 
government of wh ich he was involved in, that was used in speeches on budget addresses 
and by the F i rst M inister of the day in tel l ing the people of Manitoba that they had a certain 
level of publ ic debt wh i le at the same time which was ach ieved, M r. Chai rman, by taking the 
total debt indicated in these pages, d ivid ing th rough by the roughly one m i l l ion population 
of Manitoba and saying that is the per capita debt. But i t  you take the same approach and 
apply it to say the prospectus of the Manitoba Hydro who goes to New York to borrow 
money, as M r. Cherniack I am sure is wel l aware, there is the very clear statement in there 
that the total debt, g ross debt of the Province of Manitoba, including the g uarantees by the 
government to its agencies or to whomever, add it all up, it comes to a gross debt of, at that 
time of the argument, was some $3.4 b i l l ion and is now of the order of $3.5 b i l l ion d ivided by 
the same one mi l l ion people that the F i rst M inister of M r. Cherniack's government was using 
to d ivide th rough into the debt as stated in some other document, it comes out to a per capita 
g ross debt of $3,500 per capita. Now it's just a case of simply saying wh ich debt are you 
using and had that been said at the time, there wou ld have been no argument but the 
government of the day did not choose to do that. They kept insisting that our net debt which 
was some factor perhaps one-tenth of the gross debt. i t's a l l  a matter of semantics. There are 
a number of ways of stating debt but if you g ross up a l l  the debt of the province in the money 
it owes, Schedule A, Schedule B, Self-sustaining, Non Self-sustaining, G uarantees to 
whomever it may be by the government, undertakings by the government, add it a l l  up, it 
comes to the figu re as stated by a responsib le Crown corporation in going into the markets 
of the world to look for loan capital .  

Now I assume that it 's not irresponsible procedu re to do that otherwise those people 
wouldn't be asking for that sort of information but I think M r. Cherniack knows very wel l  that 
that is included, it's a must when you go into the markets where you go to look for loan 
capital to state the g rossed up total debt of the province whether it's self-sustaining , non 
self-sustaining, whatever the form may be and that is the one form, the other form was the 
form that he chose to use or h is government chose to use or to emphasize, whoever the 
government may be, simply says, the bottom l ine is that there are different ways of 
exp ressing debt. 

Now on the other q uestion of how do you put a value on the assets we expect to make 
changes in that too. Al l these th ings are arb itrary and it's a question of now trying to reduce it 
possible the arb itrariness of how you do it. This bu i ld ing for instance has no debt on it and 
shows in the books as having zero value as an asset. You may have another newer bu i ld ing 
that has a particular mortgage attached to it that the government has assumed that shows a 
value. You may find a section of h ighway that has fal len under capital rather than current, 
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therefore has a debt attached to it whereas one that fel l under cu rrent doesn't have a debt 
attached to it. The th ing has been very arbitrary, the attempt is going to be to remove that 
arbitrariness and to lump it al l together and to not use that sort of an arbitrary d ifferential . So 
I th ink that this essential ly was what the Auditor has been saying in that regard too, and we 
intend to make some changes in that connection . 

But to reiterate it's not a q uestion of somebody being i rresponsible in stating debt, it's a 
question of defin ing clearly what kind of a debt you are talk ing about and in the last year 
there has been two specific kinds of debt, a publ ic debt as indicated in one location in this 
book, the publ ic g rossed up total debt as ind icated in the prospectus that's used when you 
go to borrow money. 

MR. CHERN IACK: I do appreciate the M in ister's elucidation and clearly he and I are in 
ag reement on the arithmetic and the words that are used . What I cal l i rresponsible is leaving 
an impression that the g ross publ ic debt is a bu rden of its enti rety without reducing from it 
the assets that one has such as bu i ld ings that are paid for, such as reserves, sink ing funds 
which are cash themselves and therefore I wou ld have to ask M r. Craik whether in making 
presentations to prospective lenders to the province whether he is doing more than just 
saying the g ross publ ic debt is $3.4 b i l l ion,  therefore every man, woman and ch i ld in the 
province is burdened with $3,400 average or whether he is at the same t ime i ndicating,  as the 
Hyd ro prospectus no doubt does, that there are assets as against this g ross debt which must 
be taken into account. That's one question. 

Is  he using his former leader and his present Prem ier's method of tel l ing the lenders of 
the province what the debt of the province is as a burden on the taxpayer or is he being more 
responsible, and I use that word advised ly, by giving al l  the information rather than just part 
of it. That's one thing.  

The other point he raised, he said that in  the presentation of assets the present 
government is reviewing methods of showing the assets in a d i fferent way. ls  he prepared to 
make the Pu bl ic Accounts Committee the veh icle whereby this method of presentation can 
be d iscussed and developed so that it w i l l  be a presentation in which we all have an input, or 
is that to be internal? 

MR. CHAIRMAN: M r. Craik. 

MR. CRAIK: Wel l ,  M r. Chairman, to go back to the f irst comment, the question as to 
whether or not it's a burden depends on how you define "burden", the size of the debt. M r. 
Chern iack is suggesting that the size of the assets that you have to back up the level of the 
debt is going to be an important feature. M r. Cherniack may wel l know that, perhaps better 
than I do, that when you're negotiating for instance for loans and the i nterest rates on loans 
to apply to Man itoba Hyd ro that the ab i l ity to pay off the debt that you're going to incur is the 
most important factor that is going to be looked at. And the size of the per capita debt is 
i mportant to people when they' re looking at you r cred it rating and fi nally the interest rate 
you're going to have to have to pay on you r borrowings. 

MR. CHERNIACK: Of the ut i l i ties? 

MR. CRAIK: Wel l ,  the abi l ity to pay is the important yardstick that is used by those that are 
lending. This bui ld ing,  for instance, may be an exceed ingly valuable bui ld ing,  but it's hard ly 
a saleable commodity. 

MR. CHERN IACK: No, I 'm talk ing of ut i l i ties. 

MR. CRAIK: But when you' re backing up and guaranteeing the borrowing of the uti l ities, 
which the province does in all cases, then the real ly important feature is the abi l ity of the 
uti l i ty and principal ly the abi l ity of the province to pay off its debt. 

Now at $3,500 per capita debt we're the second h ighest g ross debt in Canada next to 
Newfoundland, and when you start exceed ing that regardless of your getting up into that 
f igure it's very easy for someone to look at your f inancial position and say, " Fine, you have 
assets, but you now have a g ross per capita debt that is the highest in Canada. What is you r 
abi l ity to pay? What is the viabi l ity of the uti l ity that you're borrowing for?" When you talk 
about burden, and you find that some two-th irds of the total provincial debt is wrapped up in 
that uti l ity, then you have to look at what is the market potential for the product you are 
trying to produce, and then you find you rself edging towards the position where you are no 
longer real ly competitive in you r power rates and then they can look at, wel l  what real ly is 
even your export potential for the product you are trying to produce, then assets paid or 
un paid in your asset col umn as far as you r  province is concerned doesn't enter the picture 
nearly as much as the question, what is you r abi l ity to pay going to be? Where are you r 
power rates going? What's going to happen to you r markets, you r domestic markets, your 
industrial internal markets and you r export markets, if the burden you are going to impose 
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on the province and particu larly on the uti l ity which, by the legislation ,  has to pay those 
interest charges, what's its abi l ity going to be to pay back this bond over the next period of 
t ime that you have to amortize it? 

That's why i t's not improper or irresponsible to state the g ross debt. N ow if you want to 
state the net debt as wel l ,  that's fine. But in actual fact the gross debt, particularly when you 
come to the borrowing, is extremely important just as it's extremely important for Canada, at 
this particular t ime, to look very seriously at what happens when you get up to 1 4  percent of 
you r yearly cash flow being requ i red to pay debt. The province is in the same boat. The 
assets take second place i n  the total pictu re. it's a question of what you're doing to your 
cu rrent account by stacking up these increasingly h igh debts, even if they're supposedly 
self-sustain ing such as Hyd ro is. 

MR. CHAIRMAN: M r. Cherniack. 

MR. CHERNIACK: M r. Chai rman , may I then ask the Min ister whether this description he's 
giving us is reflected in his most recent borrowing which I bel ieve was in Japan for - was it 
for Hydro? Wel l ,  was that a problem then? As I understood it there was a report that this is the 
lowest interest rate ever paid in Japan. Now was this d ismal picture presented to the 
Japanese people when they were lend ing the money? 

MR. CRAIK: Wel l ,  f i rst of al l . l 'm not attempting to . . .  I take some umbrage if you' re 
suggesting that I 'm trying to paint a d ismal pictu re. I 'm trying to paint a real istic pictu re as to 
what you have to watch for in terms of stating debt because you have to watch for what the 
other party is looking for. The other party is obviously looking for growth debt and that's why 
Hyd ro puts g ross debt in  its submission when you go to New York. 

MR. CHERNIACK: But when the Min ister negotiated in Japan su rely g ross debt was not 
the only th ing.  Surely the abi l ity to pay for Hyd ro to provide payment in its budget for the 
borrowing was important as wel l  as all of it affecting the potential earning capacity of Hydro 
based on its capital prog ram. Surely that was used as wel l  as j ust a bald statement of g ross 
debt such as M r. Lyon has been known to use. 

MR. CRAIK: The important features in the Japanese issue, which real ly isn't probably 
d i rectly relevant to what we're look ing at right here, but nevertheless is critical as far as the 
province is concerned, was No. 1 ,  Canada's position with regard to its natural resources are 
very attractive to the Japanese, period, whether it's Man itoba or whether it's Alberta o i l  
sands where they are becoming involved , or whether it's other natural-resource areas, it's 
looked upon with great envy which M r. Cherniack knows very wel l  h imself, which makes a 
very strong negotiating position for Canada's futu re ab i l ity with regard to borrowing.  

The other reason is that when M r. Chern iack was in  the position of going to J apan to 
borrow, that the Japanese are extremely responsible people and recogn ized that on the 
previous loan that perhaps Man itoba pay just s l ightly more than they should have paid , and 
that there was some moral obl igation on the part of the J apanese government to recogn ize 
that they had to pay particular attention in terms of to a province or a nation and a nation 
deal ing together, that in fact the former government did not necessarily have to go th rough 
with the previous loan, had probably paid a l i ttle more than market value since the market 
d ropped several days after you negotiated the loan, and we as a result may - and if you 
average out the two - may not have gotten a particu larly good interest rate but on the 
second one we d id get a good interest rate, and I th ink  they took it into account and we 
certainly used the argument to advantage in getting an extra poi nt from them in the 
negotiations. 

MR. CHERNIACK: So the gross debt then was not the b ig feature as far as the Japanese 
loan was concerned. 

MR. CRAIK: Wel l ,  I expect that the gross debt probably would have been dealt with on the 
previous issue. I don't recall it being brought up in my particu lar discussions with them. Our  
economy and the strength of our economy was certainly d iscussed, the g ross debt being 
part of the total pictu re. What is you r abi l i ty to pay? How do you feel about your abi l ity to pay 
back the loan? 

MR. CHERNIACK: So g ross debt itself was not a factor in the negotiation, in itself. 

MR. CRAIK: I can't say it wasn't a factor, but it isn't sing led out as the overrid ing factor. 

MR. CHERNIACK: Al l  right. 
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MR. CHAI RMAN: M r. Minaker. 

MR. MI NAKER: M r. Chairman, my question actual ly f l ips over to the next page. lt's sti l l  
under Advances and Other Receivables, so maybe I ' l l  wait in  case there's other questions 
relating to Page 4. 

MR. CHAIRMAN: M r. Orchard .  

M R .  ORCHARD: Maybe my comments are unti mely to get i nto the discussion on g ross 
debt, etc. ,  etc. But I th ink the g ross debt at $3,500 or whatever the f igure may be per 
ind ividual in Man itoba, has to be an important one to each individual in Man itoba because it 
represents a level of debt-servicing that they, as a taxpayer at some point in time whether it's 
through hyd ro b i l ls, through personal income tax. corporation capital tax, has to be 
recovered with in the total government taxation in b i l l ing ,  in revenue system .  And whether or 
not the g ross publ ic debt is more than offset by paid-for assets I th ink is a dangerous 
situation that businesses can get into and I th ink, to some extent, maybe governments can 
get into. 

For instance if Man itoba Hydro - and we' l l  use that as the example since it's been 
d iscussed - if it has considerable assets wh ich there is very l ittle debt against them but in  
the process of  maintai n ing those assets, paying staff. etc . .  the  uti l ity is  self-sustaining as  far 
as revenues go, then any borrowings to increase the capacity of hydro through the 
instal lation of another dam, or whatever, has to be viewed on the merit of what the 
i nc remental benefit of that particu lar power project is. And I th ink the only reason why ­
and I speak here as a layman and without fu l l  knowledge of the process - but I th ink that 
when the Man itoba Hydro receives fundings from borrowings it's not strictly Man itoba 
Hydro's assets per se wh ich back up that particular borrowing, it's the total asset of the 
province, the mineral resou rces, the province itself which provides the asset to back up that 
particular l iabi l i ty. And that's a danger that, for instance - and I ' l l  get very commonplace on 
consideration of balance sheets, I ' l l  get to a business - if you take a - and let's just use a 
farm because I 'm fami l iar with them - if you take a farm whose balance sheet shows land at 
$500 an acre, there can be a tremendous asset there. And you can go out and on the basis of 
that asset go to any banker and borrow on a section of land $1 00,000 because you have the 
recoverable asset, but by borrowing that $1 00,000 to put it into machi nery which may or may 
not be needed with in the operation of that farm you can often put your farm beyond the 
potential to repay that particu lar borrowing even though the asset is there. 

So what you run into is a situation where you are financial ly stable on the balance 
sheet but financial ly very unstable as far as meeting your current commitments go, and I 
th ink that is where the g ross debt pictu re has to be exp lained to the taxpayers in Man itoba 
because it represents a servicing of debt that has to come from some level of revenue 
collection with in  the province, hence each individual in th is province, and today, tomorrow 
and for years to come is going to be paying that i rregardless of what the asset base is 
back ing it up,  it represents an interest that has to be paid and a capital retirement that has to 
be paid by the citizens. So it's important to them to know what the level is. 

MR. CHERNIACK: M r. Chai rman, may I just conclude my part in this. I th ink M r. O rchard 
and M r. Craik have both helped us come to a real ization that abi l ity to repay the debt is of a 
g reater facto r than g ross debt itself, in that g ross debt is only part of the whole picture and 
the abil ity to repay it is a very large factor. I just point out that I wonder about that having 
come to that conclusion to reflect on the fact that in just a few months the G overnment of 
Man itoba has g iven up substantial revenues based on the abi l ity-to-pay principle having 
g iven them up and at the same time is apparently taxing gasol ine users two cents a gal lon in 
a form of compensation. When one shows ab i l ity to pay one also has to show the desire to 
tax for the money with which to repay and that is someth ing we wi l l  be discussing in the 
futu re, I wou ld think. 

MR. CHAI RMAN: M r. Einarson.  

MR.  EINARSON: M r. Chairman, I just wanted to pose a question to M r. Z iprick when we 
are talking about our  capital debt per se and we have some idea, for instance in Man itoba 
Hydro, of the b i l ls that each customer pays every month , what portion of those numbers of 
dol lars they pay is interest? We have a pretty good idea it is roughly 50 percent. Could M r. 
Zip rick tel l  us, of the total debt what is the interest charges on each dol lar, say whether it is 5 
percent, 1 0  percent? Is that possible to get that information? Do you have that at the top of 
you r head , M r. Ziprick? 

MR. ZIPRICK: No, I don't have it off the top of my head and I don't know if anybody has. To 
average it out, the Publ ic Accounts at the back have a schedule showing all the various 
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issues that are outstanding and the rates of interest appl icable to those issues. Of cou rse, 
the foreign issues are also subject to foreign exchange so it cou ld f luctuate each year. But 1 
don't know just exactly what it wou ld come to on the average if you averaged it out for the 
total . 

MR. EINARSON: So what you are saying then , M r. Z iprick, is it cou ld vary and it is pretty 
hard to put a defin ite figure on it. 

MR. ZIPRICK: After the end of the year you cou ld . . .  Wel l ,  we know what the total 
expend itu re was for interest and various other expenses for debt in the province and that 
debt appl icab le to the province, you cou ld average it on that. Now, we don't consol idate the 
uti l ity positions so that we have an overa l l  position anywhere to my knowledge but it cou ld 
be done. I don't know just the precision as to how usefu l it wou ld be to have that k ind of 
precision but just a brief scann ing it would be somewhere around eight percent or 
something l ike that, that's what it would average. 

MR. EI NARSON: Thank you. 

M R. CHAIRMAN: M r. M i l ler. 

MR. MILLER: M r. Chairman, on the question of uti l ities, I 'm th inking perhaps of an 
analogy, wou ld be to look at Ontario wh ich doesn't have its own telephone system - Bel l  
Telephone is the authority that operates telephones there - it is an essential product, it's 
one that they have a monopoly on.  Their balance sheet, their prospectus when they go out 
on the market, when they are judged as to what they should pay in  the way of interest rates 
and whether they are viable or not, it real ly depends upon how essential that service is. And it 
is known by any investor that telephones wi l l  have to continue and that the rates wi l l  have to 
reflect that and the Bel l  Telephone has gone to the Ut i l ity Board in Ontario a number of t imes 
in the last 1 8  months and has been receiving rate increases proving that they have to expand 
as the demand increases and that the h igher interest rates that they have to borrow at th is 
t ime have to be repaid and they are guaranteed a return to their investment. 

I n  the case of Manitoba it happens to be publ icly owned and the fact that Man itoba has I 
th ink the lowest telephone rate in Canada if not in North America simply relfects that in  
Man itoba, because it is publ icly owned, they can not make a profit. They can simply charge 
enough to cover thei r costs and perhaps ongoing for three or four  years to prevent constant 
rate increases. 

When you talk in terms of a debt or the abi l i ty on the open market to sell one's debentures 
it's the abi l ity to pay. i t's the fact that in the case of hyd ro and the case of telephone you have 
two absolutely essential services wh ich the publ ic must pay for, the user m ust pay for. I n  the 
case of hyd ro much of the users and much of the money to retire the debt and to reti re the 
capital costs is not just paid by Manitobans but it is converted into exportable products. So,  
as I recal l ,  about 30 percent of the monies flowing into Hydro are as a resu lt of the 
manufacturer of goods which leave the province; in the case of let's say the m in ing industry 
which uses a g reat amount of electricity but the price that they then sel l  to outside the 
province when they ship it out of the province includes the cost of their  power consumption 
and they are large as I say energy users. 

So in the f inal analysis it is the value added which determines the viabi l i ty of it but in 
add ition to that, when governments - and I know they do this - because they are not a 
private business they don't show an asset per se. The Norquay Bu i ld ing - I  don't know, I am 
just guessing - probably is paid for by now. On the other hand I don't doubt that if the 
Norq uay Bu i ld ing was put up for sale tomorrow without a reserve bid you' l l  get a buyer. And 
if you don't put it on reserve bid I ' l l  be the f i rst to bid on it and then I will g ladly rent the offices 
back to government and make money on it because I. am entitled to not only get back my 
capital investment but also a return on my investment, an interest rate on my investment. 

So there is an asset there and yet governments do choose and I know it is qu ite normal to 
show no assets at a l l  insofar as a l l  the publ ic bu i ld ings, the bridges, etc. ,  that have been bu i lt. 
I n  other words they have no value and yet if somebody were to sel l me a major provincial 
bridge in  the province and al low me to put up a tol l charge on it I wi l l  make money on it 
because people have to cross it. 

So I am wondering whether in fact this concept that it has no value, it's an asset with a n i l  
value on it - i t  may b e  proper accounting from the government's point o f  view b u t  if you try 
to relate it to the private sector then I th ink it is l ike comparing apples and oranges. And when 
We hear al l  the tal k  about how it's got to be run in a businessl ike way then either you run it 
total ly in a businessl ike way and say that Hydro is for sale and we wi l l  sell it for its book value 
- you' l l  get buyers, you ' l l  get them tomorrow because they' l l  make a lot of money on it, M r. 
Zip rick, won't they? Because if you put it on the book value of Hydro today you' l l  haVe bids 
With in 48 hours and they' l l  make a lot of money on it because the val ue of Hydro is far more 
than the book value of today. The essential nature of hydro is such that they wi l l  get whatever 
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rate they determine if it's in private hands because you can't do without hydro, you can't 
have brownouts, you can't have lack of power. So what I am saying to you is that the value, 
the asset that Man itoba citizens have acqui red over the years is mean ingful to the private 
investor and he wi l l  show it d ifferently in h is books for tax purposes. Governments choose 
not to do that. But to try to mix the two together and say that you have to use a businessl i ke 
approach on the one hand and then to ignore the businessl ike approach on the other is, I 
th ink,  confusing the issue and real ly is comparing apples and oranges. 

MR.  CHAIRMAN: M r. B lake, on a point of order. 

MR. BLAKE: M r. Chairman, on a point of order, I 'm just wondering if we're not getting off 
onto some phi losoph ical arguments on both sides here and maybe not serving the best 
interests of the committee in going th rough the Aud itor's Report and on into Pub l ic 
Accounts which we've heard this morn ing.  We haven't f in ished for some t ime and if we 
continue in this vein I don't th ink that we are going to f in ish again for many many days. I 
realize some of my col leagues are on the l ist but I just wonder if we m ight proceed with a l ittle 
more d ispatch in getting th rough the Aud itor's Report or we may never f in ish again this year. 

MR. CHAIRMAN: Perhaps M r. M i naker w i l l  bring us back to page three. M r. M inaker. 

MR. MI NAKER: Not necessari ly, M r. Chairman. I Wou ldn't mind making a couple of brief 
comments and questions relating to the topics that took place with M r. Chern iack and M r. 
M i l ler and I wonder, M r. Chairman, if I might ask M r. Ziprick - M r. Cherniack ind icated 
about a two-cent tax on gasol ine that was supposed ly imposed by our new government. I 
wonder, M r. Ziprick, in you r Aud itor'S Report and your auditors when they reviewed the 
Publ ic Accounts, is there a two-cent tax included in the gas revenues for the year ending 
1 977. A total of 1 7  cents of taxes. 

MR. ZIPRI CK: If you 're referring to the tax that was imposed for insurance, that's not 
included as revenue in the Publ ic Accounts; that was transferred d i rectly over to the 
Man itoba Publ ic I nsu rance Corporation and it's recorded in there. So it is not included as 
revenue. 

MR. MI NAKER: So it's a subsidy to Autopac . 

MR.  ZIPRICK: l t  was a levy, a levy for a specific pu rpose, a levy for Autopac purposes. And 
bei ng a levy for Autopac purposes it was d i rected for that purpose. Now if it is changed it 
wou ld be included somewhere else. 

MR. MI NAKER: M r. Chairman, also I couldn't help but note M r. M i l ler ind icating about 
lowest telephone rates. I also might d raw to his attention that prior to them becoming 
government I th ink we had one of the lowest hydro rates in Canada which is not the case at 
the present ti me. 

MR. MILLER: lt was the second lowest. 

MR. MI NAKER: I th ink  we had the lowest. M r. Chairman, through you to M r. Ziprick. I 
wou ld presume that you have had a chance to tal k  with other provincial auditors and I am 
sure you have reviewed different accounting procedures and the c i rcumstances that occur. 
Have you ever run across, in  you r experience, any governments sel l i ng bridges or h ighways 
or government bu i ld ings such as this to private people? 

MR. ZIPRICK: No, not bu i ldings such as this but bu i ldings are being sold . 

MR. MI NAKER: Examples of bridges and that being sold , have you ever run across th is 
example? 

MR. CHERNIACK: Wel l a boat is a bridge, in effect, between two shores. 

MR. ZIPRICK: I th ink there is a point here that should be realized and the point that M r. 
M i l ler  said, that the Bel l being privately owned and the same way with bridges. Now, if you 
want to transfer some risk on a particu lar bu i ld ing you cou ld do that, d ispose of the bui ld ing 
and transfer the risk to a private entrepreneur. Now if that private entrepreneur is then 
carrying the risk there is an immediate control mechan ism bui lt in in that that debt can be 
removed by foreclosu re on that without the province being involved. So it introduces 
another element of control to some degree. Now if the bui ld ing is needed then the province 
cou ld buy it. I f  that particular entrepreneur cou ldn't manage and was going bankrupt the 
province cou ld then go an acqu i re it for the price that is going. So you could shake down a 

1 7  



Public Accounts 
Tuesday, February 28, 1978 

l iabi l ity th rough that kind of a system whereas if it's in part of the l iabi l ity of the province 
there is no way you can shake down part of the l iab i l ity. For instance hydro, there is no way 
that Hydro's l iabi l ity cou ld be reduced by a bankruptcy system because the province is 
guaranteeing it. On that basis the whole province is standing beh ind it. If the province wasn't 
guaranteeing it there is a possibi l ity of red ucing a non-viable l iabi l ity th rough a bankruptcy 
procedure. 

MR. MILLER: You're saying Bell Telephone cou ld go broke, conceivably. 

MR. ZIPRICK: That's right. 

MR. MINAKER: M r. Z ip  rick, you don't have to answer the question if you don't want to but I 
was just wondering . . .  You indicated earl ier with regard to l isting assets when there is only 
mon ies owing on them . . .  Do you feel that if we were to show a b i l l ion dol lars of assets or 
two b i l l ion and our per capita debt was sti l l  around the 3,500, the gross per capita debt, do 
you th ink  it would make any d ifference of how many more dol lars we could borrow? 

MR. ZIPRICK: No, there again l i ke Hydro and just to comment on what M r. M i l ler, the 
Hyd ro assets and the way the Hydro accounting system works is very comparable to a 
commercial enterprise. Their assets are recorded at cost and are being amortized as an 
expense to providing the service in the province. 

This k ind of amortization system wou ld only be usefu l  if  the enti re province's service was 
to be provided at cost and recovered on that basis, working over the period of each year as to 
what you pass on or don't pass on to futu re generations. That k ind of accounting approach I 
don't th ink  to my knowledge is being considered. I know here in the U n ited States there has 
been even a mock-up balance sheet and f inancial statements have been created on the 
whole U n ited States government. I have a copy of it. i t's a pretty interesting document. But 
they're in  the very early stages and in there they say, wel l ,  it's just a pro forma deal and they 
feel that it wi l l  requ i re a lot of research and review as to the useful ness of that k ind of 
approach and its cost and involvement and whatever have you. So, just what approach they 
wi l l  take I real ly don't know. 

In Canada there has been a sort of a genera l ly accepted approach that is being developed 
over the last number of years which is working on the net debt concept. 

MR. MI NAKER: So in essence it boils down to how much do you owe and how much are 
you able to pay on a t ime basis when you go out for money? 

MR. ZIPRI CK: Yes. Wel l  of course the able-to-pay takes in the broader concept of the 
whole economy. i t's how much you owe and how much your charges are and then let 
anybody evaluate for themselves taking the whole economy. There is nowhere in the Pub l ic 
Accounts or anywhere . . .  

MR. MI NAKER: Regardless of what we put in the assets. 

M R. ZIPRICK: . . .  that an attempt is being made as to how much can be sustained from 
the economy. 

MR. CHAIRMAN: M r. Wi lson. M r. M inaker. 

MR. MINAKER: Wel l ,  if we've f in ished with Page 4, I 've got a question on Page 5 if you want 

MR. CHAIRMAN: But we haven't f in ished Page 3 yet. M r. Wi lson. 

MR. WILSON: Wel l ,  staying on the sarne Page 3, when the Member for Rock Lake wanted 
to know if M r. Zip rick cou ld tel l us what the interest paid to f inancial institutions was, I don't 
bel ieve he was able to answer us and I hoped that he wou ld be able to come back to the 
committee with that answer because the M in ister of F inance had ind icated that there was 
about 1 4  cents from the federal point of view. I'm just saying if you look on Page 20 and on 
Page 1 1 4 and 1 1 5 of the grey book you wi l l  see where the Royal nk of Canada enjoyed $1 36 
mi l l ion overd raft and then when you get over here it says under the M in ister of F inance 
budget, it says, Publ ic Debt, a total of $1 58 mi l l ion,  and I'm wondering with those alarming 
f igures if we couldn't get some idea if M r. Schreyer's group was probably the best friend that 
the f inancial institutions of Man itoba had, in that they enjoyed a bonanza in interest rates 
and overdraft rates under his adm in istration. So I wou ld be interested i n  what the cost of 
dol lar borrowing wou ld be so that I cou ld attach the blame to the former government. 
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MR. MILLER: That's the pu rpose of the exercise. 

MR. WILSON: That's right. 

MR. CHAIRMAN: On Page 3 of the Auditor's Report, M r. Chern iack. 

MR. CHERNIACK: I have two questions, one to M r. Ziprick. M r. M i naker referred to a 
subsidy to Autopac. I want M r. Z iprick to inform us whether during this year that's under 
review there's any evidence of any subsidy paid by government to Autopac? 

MR. CHAIRMAN: M r. Ziprick. 

MR. ZI PRICK: There is no money paid from the consolidated fund that was designated to 
be collected by the consol idated fund to Autopac. 

MR. CHERNIACK: Thank you. A question to M r. Craik.  He did not answer my i nqu i ry and I 
wonder if he wou ld care to answer it, as to whether or not he would make this committee the 
veh icle by which he would be presenting any suggested changes to the balance sheet in 
reflecting the value of what people call capital assets. 

MR. CHAIRMAN: M r. Craik. 

MR. CRAIK: M r. Chairman, I th ink  what might be a good or maybe perhaps an acceptable 
p rocedure wou ld be to look at perhaps deal ing with the accounts now prior to Session, but 
hopefu l ly being able to deal with these with some degree of d ispatch and perhaps during the 
cou rse of the legislative session the committee at that time could address itself to any 
changes in procedu re rather than deal ing with them at this time. 

MR. CHAIRMAN: M r. Chern iack. 

MR. CHERNIACK: M r. Chairman, I just want to comment. By all means I d id n't ask it be 
done now. I asked if it would be considered for the futu re and we could then consider it a 
matter for the agenda for futu re . . .  - ( I nterjection)- Thank you. 

MR. CRAIK: Some matters such as may or may not come to the committee, but I wou ld 
thi nk  we wi l l  have to make some determination of what particular matters should come to the 
committee for review, and I would th ink  that the best time to do that wou ld be . 

MR. CHERN IACK: Later on.  

MR. CRAI K: . . .  at some t ime after we've f in ished these accounts. 

MR. CHERNIACK: By all means. 

MR. CRAIK: Probably during the Session. 

MR. CHAIRMAN: Are there any fu rther q uestions on Page 3? Page 3-pass; Page 4. M r. 
M inaker. 

MR. MI NAKER: No. 

MR. CHAIRMAN: Page 4-pass; Page 5: M r. M inaker. 

MR. MINAKER: I wonder, M r. Chairman, if  the Aud itor cou ld expand or elaborate on with 
regard to the Manitoba Data Service D ivision's accumu lated deficit of 1 .9 m i l l ion and his 
opin ion that it's chargeable to the province appropriation and the province should have 
provided for it. 

MR. CHAI RMAN: M r. Ziprick. 

MR. ZIPRICK: The Manitoba Data Service is providing service for the province pretty well 
in its enti rety and al l  the costs of providing that service is real ly a charge against the 
province. 

In th is instance the costs are being deferred , but there is no, for i nstance, any kind of a 
deferred charge that could be justified by way of programs or anyth i ng l i ke that that wi l l  
apply to the futu re. So th is  is just a cost of  operating and a deficiency in  the year's operating 
and in effect is a charge to the province. 

1 9  



Public Accounts 
Tuesday, February 28, 1 978 

Now the rate structu re that has been set up has not picked this up. The rate structu re is 
being adjusted so presumably it w i l l  be p icked up in the future and when it does get picked 
up then it w i l l  be taken care of. But we view that this should be considered as an additional 
charge to the province for this particular year. 

MR. MINAKER: So, M r. Chai rman , then in the Estimates if  I remember correctly, the 
d ifferent departments had charges or expend itu res for their computer services and so forth 
and I presume that that expend iture showed up as a revenue for or transfer to the Man itoba 
Data Service. Is  this correct? 

MR. ZIPRICK: That's correct. 

MR. MINAKER: So that in actual fact the appropriate rates being charged at that time were 
not adequate to cover the operation of the fac i l ity? 

MR. ZI PRICK: That's right. 

M R. MI NAKER: Strictly on expenditure, not on capital? 

MR. ZIPRICK: That's right. The capital has been taken care of . . .  basical ly paid off. Now I 
th ink that there is some capitalization but it is relatively nominal .  

MR. M INAKER: And at the year end there was this deficit of 1 .9 mi l l ion.  

MR. ZIPRICK: That's right. 

MR. MINAKER: What was the total revenue for the operation of Data Service for that year? 

MR. ZIPRICK: I don't know. I would have to refer to the f inancial statements of . . .  

MR. MI NAKER: Because I sort of looked th rough there and I couldn't real ly f ind it in  the 
Publ ic Accounts with any ease. 

MR. ZIP RI CK: No, no, it is not in the Publ ic Accounts now. l t  is a d ivision under Telephones 
that is shown separately. There is a separate financial statement for it that wou ld show the 
total revenue and the total expenditu res with this f igure as a deficit. 

MR. MINAKER: Would it have been a very noticeable amount? I mean, would it represent 
20, 25 percent or 50 percent of thei r actual operating . . .  ? 

MR. ZIPRICK: No, it is not a very large amount. The small  percentage in rate increase 
would have taken care of that 1 .9 m i l l ion.  

MR. M INAKER: Which would have reflected in  

MR. ZIPRICK: Yes, a small increase in the rate for that year would have picked up this 1 .9 
mi l l ion and then the province's expend itures wou ld have been 1 .9 m i l l ion higher and they 
wou ld have been at a break-even position .  

MR. MI NAKER: So th is  ends up being absorbed with in  the Telephones at the present time 
or is it being carried by them? 

MR. ZIPRICK: Wel l ,  it is being carried by them through an advance system. Actually the 
province has advanced them money and they are shown as advances receiveable from the 
Telephones to carry this deficit. 

MR. MI NAKER: Is  there any other Crown Corporations that provide this type of service 
that wou ld maybe have a s im ilar deficit somewhere? 

MR. ZIPRICK: No, or otherwise we would point it out. 

MR. MINAKER: Of course that again is not under you r responsib i l ity. I 'm th inking of the air 
service which had done work for Saunders Ai rcraft' I think  for the government test ing.  
Where would that show up? 

MR. ZIPRICK: Wel l ,  the a ir  service is not a separate d ivision l ike this data service is, it's a 
separate accounting d ivision. l t  wou ld defer this kind of an expenditure through advances. 
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MR. MI NAKER: lt wou ld show up as a bad debt then , wou ld it, for the . . ? 

MR. ZIPRICK: Wel l ,  no. i t's just part of an appropriation,  so whatever it was deficient is just 
picked up in the appropriation and there would be nothing deferred. l n  other words, if it was 
a Crown Corporation it had a deficit of let's say $2 m i l l ion and the province made an 
advance, not a charge to the appropriation but an advance of $2 m i l l ion, then they wou ld 
have $2 m i l l ion payab le to the proV ince and $2 m i l l ion deficit which wou ld have to picked up 
in  subsequent years. 

MR. MI NAKER: Wel l  the particular instance I referred to was I th ink there was about 
$1 50,000 that Saunders owed, I don't know whether it was I ndustry and Commerce or 
Northern Affai rs to the transport. Do you know if that was ever paid? 

MR. ZIPR ICK: I don't know. If  it hasn't been paid it is not . carried as a receiveable. So if we 
do get that amount it wil l  be just as additional revenue. To my knowledge it is not being 
carried as a receiveable by the province from Saunders. So any real ization from there wou ld 
be recorded in / r's next yea Sundry Revenue. 

MR.  CHAI RMAN: M r. O rchard.  

MR. ORCHARD: M r. Chairman, my question is to M r. Ziprick regard ing capital d ivision 
investments, on Page 5. The balance sheet ind icates some $228 m i l l ion in  assets basis 
capital d ivision investments. In particular I am interested in a couple of them, I suppose the 
largest one being the Man itoba Development Corporation common shares which are a total 
of 500,000 common shares at a par value of $1 00.00 for a total of $50 mi l l ion investment. 

S ince it shows up in the province's balance sheet as an asset is there any potential to 
estab l ish a market value for those 500,000 common shares in M DC to see whether our 
investment is a val id one? 

MR. ZIPR ICK: Well you'd have to assess it on the basis of the M DC's balance sheet. But I 
th ink that by and large most of this $50 mi l l ion is j ust l ike the other asset that we were talk ing 
about, just an offset to debt being raised by the province because that was the main reason 
of f inancing it on that equity basis is that they cou ld not sustain it. 

MR. ORCHARD: Then fu rther this m ight fal l  i n ,  and I ' l l  have to go back to get the proper 
terminology. Th is $50 m i l l ion may in fact be much akin to a conditional g rant which at some 
time may have to be written off by the province because there is no asset base to back up that 
$50 mi l l ion investment? 

MR. ZIPRICK: That's right. 

MR. ORCHARD: Or no recoverable funds with in  that $50 mi l l ion . 

MR. ZIPRICK: That's right, it is exactly the same k ind of an asset. 

MR. ORCHARD: And if at that point in time we continue with the same type of balance 
sheet then our asset section wou ld decrease by a f igure someth ing of $50 m i l l ion and we 
would be short that much asset? 

MR. ZIPRICK: That's right. 

MR. ORCHARD: Now further if we fol low down. In Leaf Rapids Development Corporation 
L im ited does a s im i lar situation exist there with a $9.3 mi l l ion book value in the province's 
investment? 

Is there recoverable assets in Leaf Rapids Development Corporation to that extent? 

MR. ZIPRICK: Most of Leaf Rapids is recoverable or probably a l l  of it. There is some 
income debentu re but it's being paid off th rough the usage of the complex so I would say 
that most if not all of Leaf Rapids wi l l  be recoverable. 

MR. ORCHARD: And s imi larly the two latter ones, the Channel A rea Loggers, M oose Lake 
Loggers, they' re a much smal ler investment, basical ly recoverable? 

MR. ZI PRICK: No, we don't consider those as recoVerable. 

MR. ORCHARD: Thank you . 

MR. CHAIRMAN: Any further q uestions on Page 5? Page 5-passed. Page 6- M r. M inaker. 
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MR. MINAKER: M r. Chairman , I wonder if I cou ld ask M r. Ziprick, under Leaf Rapids 
Development Corporation where it was reduced by $2.5 m i l l ion by transfer fac i l ities to the 
Leaf Rapids School District - or actual ly it was $2.4 m i l l ion - what faci l i ties were 
transferred and could you maybe elaborate on that particular book entry? 

M R. ZIPRICK: School bu i ldings were actually transferred to the school d istrict to be paid 
for in the same way as other school bu i ld ings are being paid for. So it wi l l  be paid for through 
g rants being made. 

MR. CHAIRMAN: M r. O rchard . M r. M i l ler. 

MR. MILLER: On this Leaf Rapids schools,  that took place when the school d istrict was 
created. 

MR. ZIPRICK: Yes. 

MR. CHAIRMAN: M r. Orchard. 

MR. ORCHARD: My q uestion, M r. Chairman, is the last paragraph on Page 6 under Special 
Reserve for Retirement of Debt. I 'm a l ittle at a loss here. l t  seems as if there was an ind ication 
that a system of accounting is being inappropriate for provincial government operations. I 
haven't been in on Publ ic Accounts in previous sessions and I would l ike a l ittle clarif ication 
on what exactly is inappropriate. 

MR. CHAIRMAN: M r. Z iprick. 

MR. ZIPRICK: lt goes back to the fund accounting and the way it's done in  the munic ipal 
system and this has been carried over i n  the p rovince. l t  has val id ity in  the municipal system 
where it's strictly observed and cash is not m ixed . I n  other words if you raise cash for a 
specific bu i ld ing the cash is retained for that pu rpose and used for that purpose. I n  the 
province here the money is raised and then is being spent for whatever purpose as it is 
needed . Some of it is raised for this particular purpose but if there's an excess it's spent for 
another purpose so you're departing from a strict fund accounting system. Now I see 
nothing wrong with departing from a strict fund accounting system in the province because 
to stay strictly within  the fund accounting and to mainta in these kind of cash balances wou ld 
j ust increase you r net interest costs because the bank would pay you interest on your 
balance that you have for a particular fund but it wou ld general ly be lower than the interest 
you wou ld have to pay somewhere else. So I 'm completely in agreement with not staying 
with in  the fund accounting but then if you ' re not staying with in  the fund accounting then the 
whole system sort of breaks down and it should be departed from and the overal l  accounting 
system that whatever cash you have you use it for whatever purpose you need and that's it. 
Now if you don't have the cash then you don't create a cash position on the books by 
increasing a bank overd raft and creating a cash position in that way and that's the concern 
that we have. We completely ag ree that fund accounting in a provincial setup is not 
appropriate with in  the present context and we' re saying it should be done away with. 

M R. CHAIRMAN: M r. O rchard. 

MR. ORCHARD: F u rther then, the last l ine says, "There was a substantial bank overdraft and th is 
transfer only increases the book bank overdraft resu lt ing in an overstatement of the assets and 
l iabi l ities. lt is recommended this  overstatement be corrected ." Now wou ld you have an estimate of 
the size of that overstatement in assets and l iabi l ities? 

MR. ZIPRICK: By $17.1  m i l l ion. 

MR. ORCHARD: J ust by the $17 . 1 . O kay. 

MR. CHAIRMAN: M r. Chern iack. 

MR. CHERNIACK: M r. Chairman, how wou ld M r. Z iprick make this change to make it 
appropriate rather than inappropriate? There's $38 m i l l ion in  assets. Would he add that to 
the s ink ing funds or wou ld he subtract that from a l iabi l ity? 

MR. ZIPRICK: Well that's the point that I was making, there was no $38 mi l l ion in assets 
because the money had been spent long ago. 
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MR. CHERNIACK: What would you do to make this appropriate? 

MR. ZIPR ICK: I 'd just reduce the bank overd raft and k i l l  the reserve. I wouldn't create a 
reserve th rough increasing debt. 

MR. CHERN IACK: So you wou ld reduce the l iabi l ity by $38 m i l l ion e l im inating the asset 
and $38 mi l l ion of l iabi l ity. Is that what you wou ld do? 

MR. ZI PRICK: Well the $20 mi l l ion perta in ing to Hydro is real ly equ ivalent to advances to 
Hyd ro except that this item is supported by debentu res where the other advances aren't. But 
in effect it was $20 mi l l ion that was g iven to Hyd ro and Hyd ro suppl ied debentures and these 
debentu res are sitting as a debt of Hyd ro.  So in effect that $20 m i l l ion,  to make it comparable 
with others, wou ld be to move it i nto "Advances to Hyd ro." 

MR. CHERNIACK: I see. Wou ld that be shown as an asset or reduction of l iabi l ity? 

MR. ZIPRICK: That $20 m i l l ion wou ld be shown as an asset in "Advance to Hydro." 

MR. CHERNIACK: U nder which item? 

MR. ZIPRICK: U nder "Advances to Ut i l ities." 

MR. CHERN IACK: Where do you have that? 

MR. ZIPRICK: On the balance sheet we've j ust f in ished deal ing with Advances and Other 
Receivables and Man itoba Hyd ro has $497 m i l l ion.  

MR. CHERN IACK: So you wou ld move $20 m i l l ion up to Advances and you would reduce 
Liabi l ities by $38 m i l l ion.  

MR. ZIPR ICK: By $17 m i l l ion. 

MR. CHERN IACK: By $ 1 7  m i l l ion.  These book entries wou ld satisfy what you cal l  
inappropriate. 

MR. ZIPRI CK: That's right. 

MR. CHAI RMAN: Any further questions on Page 6? Page 6-passed. Page 7 - M r. 
Cherniack. 

MR. CHERNIACK: By the same token do I u nderstand that M r. Z iprick is recommending 
that the sinking funds, which I th ink  total close to 1 39, that that should be deducted from 
publ ic debt. 

MR. ZIPRICK: Yes. 

MR. CHERN IACK: And if that were done then that would reduce the gross publ ic debt 
wouldn 't it. 

MR. ZI PRICK: That's right. 

MR. CHERNIACK: And yet it's a bookkeep ing entry. 

MR. ZIPR ICK: No, showing the publ ic debt as debt of s ink ing fund is quite an acceptable 
practice and particularly in this situation.  In effect most of the s ink ing fund paper that's an 
asset is the P rovince of Man itoba paper so you've got a p iece of paper up here that says "I 
owe" and a piece of paper here below says " I 've got an asset." In effect you haven't got 
anyth ing,  either debt or asset. 

MR. CHERNIACK: That wou ld prevent i rresponsible people from using a gross debt figure 
as a false reflection of the l iabi l ities of the citizens. 

MR. ZIPRICK: I won't get involved into that argument but I have made this statement for a 
number of years, that the publ ic debt is net of s ink ing funds. 

MR. CHERN IACK: M r. Chairman, may I ask M r. Z iprick or M r. Craik whether h is advice is 
being taken by the Government of Man itoba in the reflection of the statement. 
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MR. CRAIK: The answer, M r. Chairman, is yes and the answer to the other th ing,  the 
question regard ing whether the irresponsible statement may apply to the i rresponsible 
statement of net debt as wel l  made by the former government. 

MR. CHERNIACK: No it wou ldn't because net is . . .  

M R. CRAIK: I f  it appl ies to what M r. Chern iack th inks is the i rresponsible statement of 
g ross debt, it reduces it from $3,500 per capita to $3,370.00. 

MR. CHERNIACK: Nonsense. You r  ari thmetic is cockeyed. 

MR. CRAI K: There is sti l l  a m i l l ion people in Man itoba. 

MR. CHAIRMAN: M r. M i l ler. 

MR. MILLER: M r. Chairman, fu rther to M r. Z iprick. I sn't it a fact though that the bond 
buyers p retty well d ictate the terms when they make their loan and don't they insist on 
sinking funds or a type of repu rchase fund that should always be made avai lable because it 
supports a secondary market, it makes it possible for the province to buy their own securities 
when they come on the market, it makes Man itoba bonds more attractive. Isn't that an 
important factor rather than just straight bookkeep ing balance and how it looks? 

MR. ZIPRICK: Wel l as far as I understand the whole premise of the s ink ing fund here is to 
sort of make money avai lable and the money is only made avai lable by borrowing some 
more. So the whole premise is to borrow in add ition to what you need to borrow to clean up 
small issues off the market. The point that I raise here is - and I 'm  no expert in  the 
investment and the borrowing area but on a straight log ic basis the q uestion arises, the 
amount that we gain in the reduction of interest by having a provision to tidy up the market 
and then the raising of somewhere in the neighbourhood of $50 m i l l ion a year to replen ish 
the sinking fund, and the cost to raise $50 mi l l ion would be anywhere from one-half to one 
percent just to p lace it on the market, is to whether we're getting sufficient advantage to do 
that. Now as I see it we can sti l l  legal ly meet the req u i rements. All we would have to do is 
issue our own p iece of paper, not go th rough the market, and put ourown piece of paper into 
the sinking fund and we'd have the same th ing.  

The other thing that concerns me is purchasing these province securities off the market. 
What p rice is being paid for them and then if there is some benefit, who is entitled to sel l .  
Normally if there i s  early redemptions it's b y  some lot drawing or what-have-you. Here I 'm 
not sure as to what k ind of an approach is used to determine early redemption. So I 'm just 
raising it as an issue, not as an expert but as an auditor that may have some involvement and I 
have some concerns. 

MR. CHAIRMAN: M r. M i l ler. 

MR. MILLER: M r. Chai rman, again to M r. Z iprick. I recogn ize your last statement where 
you say you raise it as an aud itor not as an expert in the field. Have you d iscussed with the 
Department of F inance whether in fact the procedures that have been fo l lowed and fol lowed 
for years, having a s inking fund, the requ i rement to have funds avai lable, whether that in fact 
isn't f inancial ly more beneficial to the province in the long run than to simply not have the 
sinking fund and simply, as you say, save in that regard.  What I 'm getting at is, have you 
discussed with the Department of F inance which is the most beneficial way in the long run 
over the long haul. 

MR. ZIPRICK: Yes, I have been d iscussing this issue with the Department for several years. 

MR. MILLER: I s  there a difference of opin ion? 

MR. ZIPRI CK: The consensus that I 'm getting is that it is beneficial but there is no 
documentation essential ly to ind icate that. Now as far as I 'm  concerned a l i i was interested 
in was to get some documentation . Once I have some documentation that the Leg islature 
and you people are satisfied I ' l l  d rop the issue and won't bring it up any more. 

M R. MILLER: So basical ly it's you r opinion,  not being the expert in the field of investment 
in the foreign market versus the people who are expert in that field in the Department of 
F inance, there's a difference of opin ion there. 
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MR. ZI PRICK: Well it's not even my opin ion.  I j ust have some concerns that I wou ld l i ke a 
statement and then if there was written documentation i n  the statement that I cou ld refer to I 
probably wouldn't have made the observation. 

MR. MILLER: So you've flown a balloon and are looking for an answer. 

MR. ZIPRI CK: That's right. 

MR. CHAI RMAN: M r. Cherniack. 

MR. CHERN IACK: M r. Chairman, I 'm  concerned about what has j ust been discussed 
because I thought that M r. Ziprick was only talk ing about presentation and that he wou ld 
have wanted to see, I assume, on the l iab i l ity side of the balance sheet the debts and then 
under that a statement saying: Less s ink ing fund,  net so much. I thought that's what he was 
talk ing about but if he is now challenging the feasib i l ity of actual transactions that take place 
in the Department of F inance as to the estab l ishment and maintenance of a s ink ing fund 
then I th ink  that was he is saying is basic and frankly - and I have to tel l  that to M r. Ziprick to 
his face - I cannot accept the fact that he raises a point admitting that he is not expert in the 
field and contrary to the opinion of people who are considered to be experts and then wants 
documentation about something which is a market problem and which I think that brokers in 
the secondary market are more competent to deal with than he is, whether I shouldn't 
request the M in ister of F inance to look into this q uestion and establ ish to his own mind what 
is the correct way. I th ink that possibly if the Auditor is not satisfied with the opin ions 
expressed by the Department of F inance experts then maybe this committee which 
represents the Legislature should look into it and i nform the Aud itor about his concerns. 
F rankly, it is my impression it is very d ifficult to document the basis for an interest rate 
except to say that people with some experience wi l l  know that part of the interest rate 
establ ished on the lend i ng of monies to a province is not only the acceptance by the market 
of the orig inal issue but the conti nuing after market and secondary market rate at which the 
bonds are sold. 

I bel ieve that the province has been fol lowing a good procedu re but if it hasn't I think it is 
more a matter for the M i n ister of F i nance to satisfy h imself by consult ing the experts than to 
have a conti nu ing debate about this balloon as M r. M i l ler referred to and M r. Zip rick agreed 
was a p roper defin ition of this point he raises. I th ink  it ought to be settled and I am k ind of 
disappointed it hasn't been settled up to now but maybe M r. C raik could look into this and 
i nform the committee in due cou rse what his position is on this. 

MR. CHAIRMAN: M r. Craik. 

MR. CRAIK: M r. Chai rman, M r. Z iprick has ind icated he has been talk ing with the 
Department of F inance people for some time, perhaps years, and perhaps M r. Cherniack 
and M r. M i l ler, nor myself, may not have been party to the d iscussions but I w i l l  assure M r. 
Cherniack that we won't s ink the fund right away and that we' l l  continue to talk about the 
s ink ing fund without s ink ing it. 

MR. CHERNIACK: I wou ld appreciate if it were dealt with and if the committee could be 
i nformed of M r. Craik's position. 

MR. CRAIK: I real ize there are two different topics, the one topic, whether the entry form of 
it is qu ite d ifferent from the second topic which is the existence at all of the mechan ism. 

MR. CHERNIACK: Much more basic. Presentation is one thing but this is more basic. Yes, 
M r. Craik is rig ht. 

MR. MILLER: M r. Chairman, the presentation is not what M r. Ziprick is getting at here. M r. 
Z iprick is real ly suggesting that we move away from having reserve funds to buttress the 
secondary market and all of these other factors which have to do with the marketplace and 
that's not p resentation, that's the guts of borrowing money. l t  may be a small percentage but 
over many years, as I am su re the Department of F inance can indicate, that makes a 
d ifference between the acceptabi l ity of Man itoba bonds at a certain i nterest rate and j ust 
acceptabi l ity of the bonds themselves because that's a requ i rement that as a matter of fact 
the lenders in the past have demanded and they' re not demanding it j ust for the sake of 
demand ing it. All the brokerage fi rms recogn ize the value of this and feel that it makes it 
possible to sell debentu res which otherwise you wou ld have to sell but perhaps at a sl ight 
premium but that premium compou nded over years costs m i l l ions. 

MR. CHAI RMAN: M r. Ziprick. 
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MR. ZIPRICK: Actual ly I have raised two distinct points.  One is the presentation and I th ink 
that M r. C raik has answered that they ag ree w ith the presentation,  that the s ink ing fund 
should be netted off the debt. The other, I raise a concern - I 'm not saying it should be done 
away with - but I raise a concern about the review because it's a financial matter and people 
have every right to place some responsibi l ity on me to make some assessments. I have tried 
to make assessments and I honestly can't and so I make the observation that it should 
warrant a review, or if it doesn't warrant a review but the powers that be are completely 
satisfied at this point, if there is that assurance, I w i l l  accept it. But I know other jurisd ictions 
don't necessari ly do that or don't do it to the same extents. ! bel ieve O ntario does not provide 
sinking funds for all, they j ust p rovide sinking funds for some and only to a l imited degree. I n  
this case I a m  j ust concerned - for  instance i f  I have a P rovince of Man itoba debentu re and I 
can't market it, have I right to come to the Department of F inance and say " l 've got a P rovince 
of Man itoba debentu re, you buy it because you have been doing it for others and why don't 
you do i t  for me?" Or  is it just for the convenience of certain types of brokers or what is the 
situation? I real ly don't know. 

MR. CRAIK: M r. Chai rman , perhaps to bring it to a head , I understand that it is based not 
on regulation or practice, it is based on leg islation and if there were any change it would 
requ i re a change in the Act of the Leg islature. 

M R. CHAIRMAN: M r. Wi lson. 

MR. WILSON: The Auditor answered some of my concerns and of course I was sitting here 
as a smal l businessman looking across at two former finance min isters, one that had 
resigned, of cou rse, and the Executive Counci l  member over there, and I couldn't help but 
feel when M r. M i l ler said they went out buying thei r own stock and went out buying their own 
bonds, it seemed to me to be an absolute waste of brokerage fees that we wou ld engage in 
this practice and I am very p leased that the Aud itor has said at the convenience of certain 
types of brokers or someth ing. He is al lud ing that he doesn't buy the system of buying your 
own issues. I remember M r. M i l ler standing up and sort of looking for some applause that an 
issue had been sold out and I wondered how many of those issues that the government had 
bought from themself. 

1 0  -07 What I am saying is that I am asking the question to M r. Z iprick . 

MR. MILLER: I said what? 

MR. WILSON: Well you stood up in the House and said that you had sold out a particular 
issue and a few moments ago you mentioned that the government has been buying some of 
their own bonds. 

A MEMBER: After, after. 

MR. CHERNIACK: You have to understand what you're talk ing about. 

MR. WILSON: Well this is why I say it is very interesting for a small businessman to sit 
across from al l these former finance min isters and have the Auditor explain to me why he 
feels that we should be going out and buying our own particular stock and our own bond 
issues. Wou ld there be, M r. Z iprick, any fees paid to brokerage fi rms for this exercise? 

MR. ZI PRICK: Oh yes, in these cases al l  these bonds that are being bought back have gone 
through the market and there would have been the normal fees of sel l ing.  -(1 nterjection)­
Yes, sel l i ng the bonds, the bonds in  the f i rst instance. Then the purchase of the bonds, the 
fees are paid by the seller. So if I were to sel l a bond to the P rovince of Manitoba they wou ld 
pay me a certain amou nt and I wou ld have to pay the b roker for sel l i ng that bond. 

MR. WILSON: The q uestion then that I would have to ask is it seems to me what we're 
asking is the F inance Department to pol ice them self and I think  I ag ree with M r. Chern iack's 
lean ings. He is saying that maybe we should be examin ing and maybe making 
recommendations because . . . 

MR. CHERNIACK: I must be wrong if you ag ree with me. 

MR. WILSON: Wel l ,  okay, I ask myself, looking at page n ine, who was the - pardon the 
expression but who was the person in  the F inance Department in  their  wisdom decided to 
borrow $240 mi l l ion in  U.S.  funds and now our  dol lar is only worth 90 cents? 

MR. CHERN IACK: Robl in ,  it was Robl in .  
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MR. WILSON: I can't envision the priorities of a l l  the needs that I have in my particu lar 
community and when we get into finances we see l iterally thousands and thousands of 
dol lars being pou red away down the sink with these types of decisions and I can't see why 
we are making the brokerage fi rms rich and I can't see why we're repaying money in  U .S .  firm 
dol lars when the dol lar drops to 90 cents and 89 and maybe down to 86. Somebody made a 
mistake in saying that al l  the funds shou ld be repayable in U .S .  dol lars. O n  this particular 
page alone, page ni ne, it means a loss to the taxpayers of Man itoba of about $24.8 m i l l ion so, 
I don't know. 

MR. CHAIRMAN: O rder please. I wonder if this would be a conven ient time to break for 
lunch.  We can come back to page seven at 2 o'clock. The committee wi l l  adjourn and stand 
adjou rned unti l  2:00 p .m.  this afternoon .  
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