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Public Accounts 
Tuesday, February 28, 1978 

CHAIRMAN, M r. D .  James Wald in g (St. Vital) 

MR. CHAIRMAN: O rder please. We have a quorum, gentlemen , the committee w i l l  come to order. 
When we adjourned at 1 2:30 we had reached Page 7 of the Aud itor's Report. Page 7-pass; page 8-
pass. Page 9. M r. Chern iack. 

MR. CHERN IACK: I 'd l ike to know, this recommendation regard ing the School Lands Fund 
whether the government has reacted to that and g iven any d i rections for change. 

MR. CRAIK: Page 8, isn't it? 

MR. CHERN IACK: Page 8.  The last sentence under School Lands Fund.  The suggestion is that the 
School Lands Fund should be e l im i nated , I guess, transferred to revenue. 

MR. CRAIK: Wel l ,  M r. Chai rman , it's u nder consideration but there hasn't been any actio n  taken on 
it at th is  date. 

MR. CHERNIACK: Wil l  we be i nformed in due course? 

MR. CRAIK: l t  could wel l  be. If it were done it would show up I presume in the next Auditor's 
Report. 

MR. CHERNIACK: Then ,  M r. C ha i rman,  may I ask M r. Z iprick if it's not done does he intend to 
repeat this next year? 

MR. ZIPRICK: Yes. 

MR. CHAI RMAN: Any further q uestions on Page 8? Page 8-pass. Page 9. M r. B lake. 

MR. BLAKE: Yes, it was along the l i nes of a general comment, M r. Chairman, under P rov ision for 
P remiums on U n ited States Funds whether the M in ister or Mr .  C u rtis would just m ake some general 
comment further down: "The exchange rates prevai l ing at the date of the debt was incurred except 
for debt repayable in U n ited States Dol lars which is recorded as a dol lar to dol lar basis ." I wonder if 
he could j ust maybe g ive us a brief generalization on the provision for premiums on U n ited States 
funds as well as our other fore ign borrowings.  

MR. CRAIK: In  overal l  terms, we' re at the point now where it 's turning the corner where the i nterest 
advantage on former borrowings in the U .S. in a s im i lar situation if they were being done now would 
be as profitably or  as equ itably done if you could borrow in  Canada. B ut the d ifficulty in presenti n g  
this i nformation is that you r current rates aren't necessari ly - the average rates a t  wh ich you are 
going to pay it off, the current rate can on ly be used if it remains the same, the exchange rate remains 
the same from now t i l l  the end of  the various amortizat ion periods. So therein l ies the d ifficulty. The 
current rate on ly really g ives you a snapshot picture of the total. i t's the same concern I had, I th ink, 
the f irst day I was i n  office when the same th ing was happening and I asked for a fu l l  report. I n  fact I 
th ink  there was a publ ic  statement made on it at that t ime. 

But we are in  the position now with the devaluation of the Canadian dol lar that we would at this 
point i n  t ime be as far ahead , if we could look back i n  h indsight we could say we would be as far ahead 
borrowing in  Canada. The catch is that si nce the borrowings were made back over the years up unt i l  
now we've gained roughly $50 m i l l ion and u nt i l  that $50 m i l l ion is  used up, is eaten up, you can sti l l  
say that you were better off t o  have borrowed U .S .  I th ink that's the only way you can rea l ly. 

MR. CHAIRMAN: M r. Curtis. 

MR. CURTIS: As of th is morn ing ,  we' re one-quarter of one cent ahead. 

MR. ZIPR ICK: I would l ike to j ust make an observation, this provision for prem iums on U n ited 
States dol lars, it's to some deg ree a m isnomer and I 've had several people sort of asking me how do 
we arrive at that provision. Well it's real ly not arrived at, it's just the d ifference between the cash intake 
and the stating of the U .S .  dol lars at U .S. par on our  balance sheet. And so it's no way an evaluation at 
this point  in t ime that this is adequate to discharge our l iabi l ities when they become due. So this year I 
am going to be suggesting that we change that name somewhat away from "prov ision" to something 
different so that the people don't misunderstand and feel that we've done some kind of an evaluat ion 
and at that point this would be adequate to look after the d ischarg ing of our  l iab i l ities when they 
become due because real ly that's not what it is .  
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MR. M ILLER: B ut you're not going to know what they are ten years from now. 

MR. ZIPRICK: No. B ut the impression some people get because it's designated as a prov ision for 
prem iums that somehow we have sat down and assessed and made a provision,  that that's going to 
take care of it. . . 

MR. CRAIK: A reserve fu nd.  

MR. ZIPRICK: A reserve fund that's going to take care of it  and I always say, wel l ,  no,  that's not that 
k ind of a provision, this is just a mathematical d ifference at that point in t ime but it's not any k ind of an 
assessment. So I am going to suggest that maybe we change that word "provision" to someth ing else 
so it doesn't g ive the people the wrong impression that we've made some k ind of an assessment. 

MR. BLAKE: Yes, I th ink  that's what I was look ing for, M r. Chairman, I wanted something in  a 
general com ment. I know that we're not going to overlook the Canad ian market and I th ink our  
European borrowings at  the t ime have probably been done with a good deal of research and they 
probably were the best deals that could have been made for the taxpayers but as I say I wouldn't want 
to see us overlook the Canadian market because there might be t imes when we have to lean on it  and 
it might be n ice to use it once in  a whi le and make sure that it's there when we need it. B ut I j ust wanted 
some general comment on whether we had set up a reserve fund for U n ited States prem ium and how 
we arrived at it. That answered the question .  

MR. CHAIRMAN: M r. Paras iuk.  

M R .  PARASIUK: M r. Chairman , I th ink this question is appropriate s ince we're talk ing generally 
about i nterest rates. I wou ld assume that the Department of F inance has done research regard ing the 
average of Canad ian dol lar value to American dollar val ue over a period of t ime so that when you 
made these j udg ments or provided advice that in fact the loans should be made and repayable in U .S .  
dol lars you weren't just do ing  so o n  whim or whimsy, that there was basically research ,  that it  showed 

. that this was to your advantage. I raise this because there was i nnuendo raised this morning that 
somehow there was some type of incompetence on the part of staff regard ing borrowing in repayable 
U .S .  funds. I wou ld th ink it 's o n  the basis of j udgment, it 's on the basis of research ,  experienced 
judgment, research done over a period of time and in that sense I th ink that it's hard to start try ing to 
scapegoat people on a h indsight basis. Do you have any material that you m ight be able to table at 
some t ime regarding some of the research done regard ing the long-term average of Canadian dol lars 
to U .S .  dol lars? 

M R .  CRAIK: Yes, in fact we d id put out one piece in October or November right after the new 
govern ment took office and that might be for a start. B ut I don't th ink it's a matter of anybody trying to 
scapegoat. The problem is that you can do al l  the research in the world and you r  posit ion basical ly is 
more vul nerable to future changes i n  the currency rates so you're really crystal-bal l ing on these 
th ings.  New B ru nswick borrowed this week in the Swiss market at a l ittle under 4 percent and no 
doubt we w i l l  probably do the same or somewhere around that range. Now what you're doing is trying 
to determine whether in the long run you can mai nta in a d ifferential that keeps you th ink ing ten years 
from now that it was a good buy. 

MR. CHERN IACK: Wel l ,  M r. Chairman,  I have a few comments to make, f i rstly on this very point. 
One of the reasons why we are in a speculative area is that you can't really project what the loss or 
gain m ight be on exchange rates, not only because you don't know what the market w i l l  be but you 
also don't know the extent to which you're going to rol l over in the same funds and that m ay increase 
or decrease the benefits when you get a low i nterest rate l ike in the Swiss market. If you keep rol l i ng  
over at  4 percent then the exchange rate is no factor unt i l  you have to  convert back one way or the 
other. So that's just a comment. 

Two other points. F i rstly, M r. B lake was saying something that he hopes that the M i n ister of 
F inance wi l l  not overlook the Canad ian market. I am under the impression that at a l l  t imes the 
Canadian market is looked at before any borrowing is done at any time and that the full extent of the 
Canadian market is explored and used at a l l  ti mes and has been for the last 30, 40 years, I don't know 
how long the province has been borrowing.  So I th ink that we shouldn't leave the thought that it is 
poss ible that up to now there has been any neglect of the Canadian market nor would there ever be 
un less the interest rate is so much h igher or moneys are not avai lable. 

The f inal poi nt I 'd l ike to make is to ind icate that I never d id qu ite understand and I adm it I never 
did explore why it was that there was a d i fferential shown for U .S .  dol lars compared with that of the 
other cu rrencies. If we show the net of Swiss or un its of account or  whatever as a net Canad ian, why 
do we bother to show the Canadian-U .S.  dollar for dollar and then show that term - I  forget the term 
now, the one M r. B lake questioned - the provision for premium,  why don'twe just e l im inate that and 
show it in  Canadian dol lars. Now we would have to go al l  the way back to I don't know when to do it  
properly because it wou ld be wrong to do it now but henceforth we could do it. 
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M R .  ZIPR ICK: No, we could do it now, just add it back into the debt, th is total amount i nto the . 

MR. CHERNIACK: This total amount? 

MR. Z I PR ICK: Yes, this total amount into the debt and then all debt would be stated on the same 
basis. 

MR. CHERN IACK: Yes, I wonder if  M r. C ra ik would not think about that in  the futu re and it  may be 
that that wou ld take away what seems to be an anomaly, why show i t  i n  U .S .  and not in  the other 
accounts .  

M R .  CRAIK: Wel l it's one of the th ings that we l i kely w i l l  recommend that in  subsequent years that 
the outstanding debt be transferred or converted to up-to-date dol lars that w i l l  reflect more 
accu rately the total debt. I n  other words it wi l l  be of the conversion factor. Anyth ing you do is 
arbitrary. This reflects the day you borrowed debt. Now it you take the change in the currency values 
tor al l  of these that are l isted on this page here and they would all be d ifferent. You would have a real 
f igure which was the day you borrowed, you'd have a more real ist ic f igure it in tact you converted it to 
year-end M arch 31 dates or the day of the end of the accounts. That may wel l  be worth looking at as a 
possib i l ity. l t  would i n  tact g ive a truer picture of the debt although that may not be the debt that you 
are pay ing oft at the end . B ut the chances are that that sort of debt reflection wou ld be more accurate 
than stat ing it from the point at which you borrowed. 

MR. CHERN IACK: Wel l ,  M r. Chairman,  I would strongly caution against that. M r. C ra ik is just 
specu lating but I would caution against that. That might be it you want to have the k ind of a statement 
that reflects true assets, true l iabi l ities in  the expectation that there may be a l iqu id ation o r  a sale or  a 
bankruptcy and under those c i rcumstances when you have a p rofit and loss statement you want to 
m in im ize you r tax exposure, you might take advantage of this kind of device to eat up some profit. But 
when you are looking at a government and a province that wi l l  go  on forever and wh ich wi l l  pay its 
l iabi l ities 20 years from now, 25 years from now and there's no problem concern ing l iqu idation o r  
bankruptcy or anyth ing l i ke that, then I t h i n k  t h i s  constant updat ing should carry w ith it  what we 
talked about earl ier, a present value on a l l  assets, all bu i ld ings, all roads, a l l  h ighways. I th ink you are 
look ing tor a problem. 

I think it is not improper to d isc lose as we do the publ ic debt. We show the date of the debt. We 
show the due date of the matu rity of the debt and it we showed the Canadian equ ivalent of the 
borrowing at the time of the debt, I th ink it takes care of the problem M r. S lake raised but also does 
not inv ite other speculative problems. I'm sure that no other j u risd iction updates itself, I assume n o  
other ju risd iction does what M r. C raik thinks m ight b e  feasible. I 'd caution h im against that. 

MR. CHAIRMAN: M r. C raik .  

MR. CRAIK: I have to admit that we've talked about it  and we're giving some very serious thought to 
it s imply because neither one g ives you necessari ly the actual f igure you ' re going to pay back. 

MR. M ILLER: B ut you don't know what it is. 

MR. CRAIK: You don't know what it  is .  B ut what i t  is,  the reasoning beh ind updating it  wou ld be that 
it's l i kely that the current f igure it  you take i nto account the d ifference in the currencies from the t ime 
you borrowed up t i l l  now is going to be c loser to what you pay back than it you take it  back to what it 
was. In other words the trends that have set in  would appear not l i kely to be trends that are going to 
reverse themselves to the same extent as they move that d i rection, principal ly because the effects of 
the, you know, the i nternational dol lar flow as a result of the o i l  markets. 

MR. CHERN IACK: Nevertheless in the last two years there's been a tremendous variat ion.  

MR. M ILLER: November 18 ,  1 976 the Canad ian dol lar was $1 .03 as compared to the American 
dollar. That's not many months ago. You're goi ng to end up . . .  I shouldn't g ive you advice, but don't 
do it. 

MR. CHAIRMAN: M r. Cherniack. 

MR. CHERNIACK: Wel l ,  M r. Chairman, I a l ready gave advice to M r. Z iprick. 

MR. ZIPRICK: That's d ifferent from M r. M i l ler. 

MR. CRAIK: I 'm ind icat ing too that we've g iven some thought to it and it may well  be that we come 
back to the committee with a recommendation or discuss i t  further with the Prov incial  Aud itor as 
wel l .  
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MR. CHAIRMAN: M r. M i l ler .  M r. O rchard. 

MR. OR CHARD: In consideration of the publ ic  debt and the relat ionsh ip between the U .S.  dol lar 
and the Canadian dol lar is establ ished at one dol lar per one dol lar, as stated here ,  the Swiss franc, the 
European u n its of account and the Japanese Yen,  now when we borrow from those cu rrency g roups 
and we establ ish an interest rate, do we pay that i nterest rate whether it be 4 percent, 8 percent or  
whatever it i s  in  the i r  currency? 

MR. CRAIK: Right. 

MR. ORCHARD: So there's where the true impl ication of th is dollar $1 .03 to 89 cents that M r. M i l ler 
brought up real ly catapults your publ ic  debted charges, your i nterest charges. 

MR. CHAIRMAN: M r. Parask. 

MR. PARASIUK: I pass. 

MR. CHAIRMAN: M r. E i narson. 

MR. EI NARSON: M r. Chai rman, I just wanted to ask a question with regard to Hyd ro aga in ,  we're 
talk ing about the publ ic debt. I 'd l ike to ask M r. Z ip  rick if the present d ivision of the publ ic  debt into a 
d i rect and ind irect, or the d i rect and g uaranteed debt actual ly make any sense when on Page 235 of 
the Publ ic  Debt we have a fig ure of $694 m i l l ion which shows as a self-sustain ing debt, and most of 
th is  is for Manitoba Hydro, wh i le of our  total debt p rospectus 3.4 b i l l ion ,  I understand 2.5 of that is 
Hydro. Why cannot that whole f igure be in  here or should any of it be in  here? We have about 487 
mi l l ion .  

M R .  CHAIRMAN: Mr.  Z iprick. 

MR. Z I PR I CK: Yes. l t's a p roblem that the p resent spl it between the d i rect debt and the guaranteed 
debt is somewhat artif icial and legally techn ical and doesn't real ly convey the p icture because j ust 
l ike the point  you're making there's about half a b i l l ion dol lars in the d i rect debt of Hydro and then 
there's about a b i l l ion and a half or someth i ng l i ke that of guaranteed debt. 

Now rea l ly, there is no d ifference between the two other than one p iece of paper is written w ith the 
Hyd ro on it and guaranteed by the p rovince and the other one doesn't have the Hydro on it, but both 
borrowings are for the same p u rpose and looked after from the same revenue source, that user 
sou rce. 

Then you have on the g uaranteed debt for schools there is approximately about 200 m i l l ion that's 
borrowed from schools from the Canadian Pension Fund. That is, wel l I would say, 80, 85 percent or 
probably about 90 percent funded from the consol idated fund. So in effect it's more than j ust 
guaranteed, it's actually a debt that has to be carried from the consol idated fund.  So to me a more 
logical spl it would be on the basis as to where are you going to service it from? And the Hydro debt, 
whether it's Hydro paper or  issued by the province and made avai lable for Hydro ,  if  it was pooled 
together and shown would present a bigger p icture. 

I have run into the same problem that a lot of people think that the d i rect debt is a d i rect debt of the 
consolidated fund and even though there is this back part in here that says that some of it is self­
sustain ing ,  this is not what they th ink .  So they th ink  that the d i rect debt of one and a half . 

MR. EI NARSON: Publ ic uti l ity. 

MR. Z IPR ICK: . . .  b i l l ion is all conso l idated fund. Wel l ,  that's not the case because there's a half a 
b i l l ion  for Hyd ro, there's a su bstantial amount for the telephones i n  the d i rect debt, then there's also 
in  the guaranteed debt. And I ag ree that a better presentation would be to pool these things together 
as to what sou rce are they being sustained from.  

MR. E INARSON: Wel l ,  thank you ,  M r. Z ip  r ick ,  for your comments then,  because the reason I asked 
that, too, partly is because we're talk ing about foreign cu rrencies and the borrowing thereof because 
some of it  is borrowed for the p u rpose of developing our Hydro program, that's why I asked that. 

MR. CHAIRMAN: M r. O rchard .  

MR. ORCHARD: J ust fol lowing u p  on com ments made. The E uropean currency borrowings the 
interest is paid back in  i nterest of the Eu ropean currency and it was also ind icated by both M essrs. 
M i l le r  and Chern iack that the pr incipal itself is repaid in the foreign currency whether it be Swiss 
franc, J apanese yen ,  when it comes due.  Then am I m isread ing when it says, "Long term debt 
repayable in foreign cu rrencies as stated in equ ivalent Canadian dol lars calcu lated at exchange rates 
prevai l ing  at the date the debt was incurred ." 
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MR. CHERN IACK: That's rig ht. M r. Chairman. 

MR. CHAIRMAN: M r. Chern iack. 

MR. CHERNIACK: B ut, M r. Cha i rman,  if I may. Wel l ,  when you pay it back you pay it  back as of the 
rates p revai l ing at the time you pay it back? You have to buy that currency at that t ime. l t  may cost you 
less or more than you or ig inal ly got it . 

MR. ORCHARD: So that, okay, what would the impl ication be then in  the example of our $1 .03 i n  
Novem ber 1 8 ,  1 976, i f  w e  had borrowed those Swiss francs then the i nterest impl ication i s  pretty 
obvious for this past year where ou r dol lar has d ropped to 89 cents - if we had to pay that principal 
back at 89-cent dol lars we'd be paying them back less dol lars, or  more dol lars? 

MR. CHERNIACK: More dol lars.  

MR. ORCHARD :  A lot more dol lars by about 14 percent. 

MR. CHERN IACK: Yes. 

MR. M ILLER: i t's been ind icated we're sti l l  ahead of the game' over the long hau l .  

M R .  CHERNIACK: Don't forget your  interest rate. 

MR. ORCHARD: Because we've borrowed at a lower interest rate from those people. 

MR. CHERNIACK: M uch lower. 

MR. CHAIRMAN: M r. Craik .  

MR. CRAIK: That in  turn on ly appl ies also if the Canadian dol lar has stayed the same as the 
American dol lar because most of these are bought on the basis of the American dol lar wh ich if that 
ratio changes it compounds through to the Swiss franc. 

MR. M ILLER: You'd get a double shot in  the ear. 

MR. CRAIK: That's r ight. If they both move away from you, you get it  twice. 

A MEMBER: i t's cal led a wax job. 

MR. CHAIRMAN: M r. O rchard ,  have you f in ished? 

MR. ORCHARD: Wel l ,  I suppose I ' l l  never be f in ished but I th ink I am. 

MR. CHAIRMAN: M r. C raik. 

MR. CRAIK: Wel l ,  the foreign p urchases I th ink, both the J apanese and the Swiss which are the 
major ones, our major ones here, are bought in  terms of you r  guarantee back to them as in  terms of 
the i r  relationsh ip  to the U .S .  dollar and if you move away from the U .S. dollar and they in  turn 
strengthen in  relation to the U.S. dol lar, then the two compound and you're caught twice. 

MR. ORCHARD: R ight. 

MR. CRAIK: Now you've got those two thi ngs, that on those two issues that are both working.  

MR. CHAIRMAN: M r. O rchard .  

M R .  ORCHAR D: Then that can have . 

MR. CRAIK: Your interest rate doesn't change in  relation to what you are paying them in thei r 
dol lars . . . 

MR. ORCHAR D: That 4 percent. . .  

MR. CRAIK: . but the present interest rate back to you and the capital you pay back as well is 
chang ing.  

MR. ORCHARD: I guess it has got pretty serious impl ications on how many dol lars in  revenue we 
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have to raise every year when ou r dol lar is at 89 cents and maybe d ropp ing,  l ike it vastly compounds 
the problem then, is what my original conception was and I assume that's right then.  

MR. CRAIK: As you say foreign borrowing is a calcu lated r isk and you j ust borrow at a spread that's 
g reat enough you think that protects you agai nst what's going to happen in the futu re .  

MR. ORCHARD: I hope you're r ight. 

MR. M ILLER: The Canadian dol lar is d ropping.  

M R .  CHAIAN: M r. Cherniack. 

M R .  CHERN IACK: Wel l ,  M r. C ha i rman,  what M r. O rchard raises is of course very i mportant and I ' l l  
j ust g ive h im another factor that he  must bear i n  m ind that he  touched on .  

We talked here about the exchange rate being beneficial or harmfu l depend ing on the 
international exchange rate market. You must always assess this in relation to the cost of borrowing 
and when you heard 4 percent that rate doesn't change, and if you are borrowing at 4 percent i n  
Switzerland, then let's say 9 percent i n  the U . S .  or  1 0  percent i n  Canada, you have t o  take the term of 
that borrowing and extend it if you rol l  over and consider the saving you' l l  have in the interest rate 
you're paying as between 4 percent on Swiss and say 1 0  percent i n  Canada, that's a saving in itself. So 
that's another factor you have to take i nto account, that is the t ime of repayment. M oney is worth not 
only what it is worth today which it 's going to be worth later, but you r  cost over that period of t ime. 
And if you have a low interest rate spent over a long period of t ime you may f ind a very substantial 
savi ng. I think that $50 m i l l ion M r. C raik referred to is on the exchange alone, isn't it? 

MR. CRAIK: Yes, it's the accumulat ion of savings to date in reserve. 

MR. CHERNIACK: Of exchange. 

MR. CRAIK: Plus the interest sav ings. 

MR. CHERN IACK: Plus i nterest savings, so that that is a factor. 

MR. CHAIRMAN: M r. O rchard. 

MR. ORCHAR D: Wel l ,  then i n  elementary arithmetic then , if we cou ld use elementary arithmetic 
when we're talk ing reasons, if our i nterest is  4 percent and we could borrow on the Canadian market 
at 1 0  percent, we have a 6 percent spread ,  we've had a 1 4  percent d rop in the dol lar, so does that mean 
we wou ld have had to borrow 14 percent better to be even? 

MR. CHERNIACK: That arithmetic went away i nto the last statement, 1 4  percent. 

MR. M I LLER: A snapshot in t ime, yes, but we're not using the snapshot in t ime. 

MR. OR CHARD: Okay, j ust so long as this 14 percent d ifferential is only a tem porary th ing.  I f  we 
pick back up where it stays, we're . . .  

M R .  CHERN IACK: Don't forget the 6 percent per annum is a lot more than 1 4  percent overso many 
years. 

MR. ORCHARD: Yes, and as long as we don't stay at 14 percent ad i nf in i tum.  

MR. CRAIK: R ight now if you really want to get  to the bottom l i ne on the American borrowi ngs at 
least, if the American dol lar  went so that the Canadian dol lar was less than that . . .  was less than 80, 
someth ing less than 80, in the 70s range, you would then be at the poi nt where you would i rrevocably 
conclude that you should not have borrowed American. 

MR. ORCHARD: B ut you'd have to go to 78 to 80 cents. You would then be eating u p  your reserves, 
your accumu lation savi ngs in addit ion to the fact r ight now you're start ing to sh ift that way, but 
you've got a $50 mi l l ion reserve, you can accumulate it from your or ig inal decis ion ,  but you have to 
eat into it ,  and if you get down into the 70s you then at that point know that you ' re going t to lose what 
you've gained up to . date. 

MR. MILLER: And the Swiss francs have to go down to the 50s. 

MR. CRAIK: Anyway it m ight be best, M r. Chairman, for M r. O rchard to work out a typ ical example 
on the next foreign borrowing issue, we' l l  refer it to him fi rst. 
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MR. CHAIRMAN: Any further q uestions on Page 9? Page 9-pass; Page 1 0. M r. Chern iack. 

MR. CHERNIACK: M r. Chairman, I j ust want to clarify on Page 10 the statement, "The publ ic  debt is 
overstated by not reducing it by the s ink ing fund and securities held as investments ,"  and therefore 
what M r. Z iprick has done is to show that the publ ic debt- that's the "X" susta in ing ,  isn't it? 

MR. ZIPRICK: The di rect debt. 

MR. CHERN IACK: The d i rect publ ic debt really in his est imation should be $1 3,0 1 5  mi l l ion ,  not 
$1 4,067 m i l l ion.  That's correct? 

MR. ZIPRICK: That's right. 

MR. CHERNIACK: Would you also reduce that in terms of others of you r recommendations by the 
1 7  m i l l ion that came up earl ier as a reserve? Did you reduce that or  wou l d  you do that further? 

MR. ZIPRICK: No that 1 7  m i l l ion is an inc rease in the bank overdraft not in the borrowing.  

MR. CHERNIACK: So it wouldn't show here. 

MR. ZIPRI CK: So I would red uce the bank overdraft by . 

MR. CHERN IACK: B ut not the long term debt. 

MR. ZIPRI CK: Not the long term. 

MR. CHERNIACK: What about the 3.4 m i l l ion of the School Lands Fund? Would that reduce there? 

MR. ZIPRI CK: Well no, the 3.4 of School Lands Fund is also shown unal located cash.  You've 
increased the current account bank overdraft and put th ree m i l l ion as unal located cash ,  it's an asset. 
So I j ust close that out and have a reduced bank overdraft. 

MR. CHERNIACK: J ust for c larificat ion,  M r. C hairman. The bank overd raft as it is shown here is 
g ross not net, is that rig ht? We didn't actually owe the bank that money at that time d id we? 

MR. ZIPRI CK: No. 

MR. CHERNIACK: I th ink it was M r. Wi lson who ear l ier used a f igure, a very large f igure for bank 
overdraft. What was actually owing to the bank at that t ime, do you know that? H ow much did we 
actual ly owe the bank on the date when . . .  i n  your statement there is a bank overdraft of many 
mi l l ion dol lars? Do you see what I mean? 

MR. ZIPR I CK: I th ink probably we have to go back to page eight to get a better v iew of that situation 
where the net working capital position is reflected and there you take the term depos its, the short 
term investments, then you take the cu rrent pay abies and then, of course, you get the trust funds and 
it g ives you a picture of a working capital reduction of 53.6. 

MR. CHERNIACK: So, M r. Chai rman, I am asking M r. Z iprick and maybe the F inance Department 
should enter it, on this statement it says as of March 31 , 1 977 bank overdraft 136.3 m i l l ion .  H ow much 
did we actually owe to the bank on that date, in  actual dol lars owing to the bank? 

MR. Z I PR ICK: I guess other than the 1 7  p lus the unal locatedschool cash about 20 m i l l ion .  The rest 
of it was in overd raft. 

MR. CHERN IACK: Actually owing to the bank. 

MR. CHAI RMAN: M r. Curtis indicates he can answer that. 

MR. CURTIS: Wel l can I just make this point. We very seldom actual ly carry a physical overdraft to 
the bank. All of our accounts are lumped together in the bank. At the year end I am not sure whether 
we had a physical overd raft, if it was it was qu ite smal l .  The bulk of the amount that you see here is 
either accou nts payable or outstand ing cheques that were issued between the period March 31st of 
the year end to Apri l 20th when our books are c losed . So you have a fairly long period of cheques 
being issued. 

MR. CHERNIACK: Right, and we take advantage of the float instead of giving it to the bank. 
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MR. CURTIS: We very very seldom have an actual physical overdraft. 

MR. CHERNIACK: I wanted to clarify that so that no one wou ld th i n k  that there is actual ly interest 
being paid to the bank on an overd raft f igure such as may be shown here. 

MR. CHAIR MAN: Any further questions on page ten? M r. W i lson. 

MR. WILSO N: I just wanted by way of explanation . . .  l t  said a net increase of 1 91 .2 m i l l ion on this 
trust account. I s  this the section,  M r. Z iprick, that I refer to as the government hoard ing the moneys? 
By that I mean in Man itoba Lotteries Commission it says 1 . 5  m i l l ion.  Does that mean to say that we 
have on hand a m i l l ion and a half dol lars as of March 3 1 st in a trust account somewhere that we 
hopeful ly wi l l  g ive out some day? 

MR. ZIPRI CK: That's right, for the Lotteries Comm ission.  

MR. CRAIK: Not hopefu l ly g ive out ,  w i l l  g ive out. 

MR. WILSON: Well under the past adm i n istration we never seemed to get them to g ive it out. 1 
wonder by way of explanation if he could expla in to me what it means by the publ ic trustee as 2.5 
m i l l ion .  Could you g ive me an example of that? 

MR. Z I PRI CK: The publ ic trustee is for the mental ly incompetent. The official trustee is looking 
after the 

MR. WILSON: l t  doesn't seem to vary from year to year. G oi ng bac8 to 1 975-76 it was 2.2 m i l l ion ,  it  
seems to stay at a constant level. Is there any reason for th is? 

MR. ZIPR ICK: Well generally they've got some in  thei r sort of current account whereby they use for 
repay ing or paying when people leave from admin istrat ion and the amount that's placed here is more 
the excess funds and those don't vary that much.  

MR. WILSON: Yes, could you g ive me, M r. Zipr ick . . .  You've got 1 .5 m i l l ion ,  how long would you 
estimate that that m i l l ion and a half dol lars would sit i n  the trust account for the lotteries? I mean if  
people in  Manitoba and elsewhere are buying lottery tickets for the year 1 975-76 and there's that 
money sitt ing there, at what point i n  time . . .  Is  this being rol led over fai rly constant or  is it . . .  Why 
such a large reserve? 

M R .  ZIPRI CK: I guess it's being ro l led over reasonably constant. The procedu re is that the people 
apply to, I th ink it's the Department of Tou rism requesting for contributions and this is p rocessed 
th rough the department and then through the government and when it  is determined that a g rant w i l l  
be  made an O rder i n  Counci l  is issued and that's when it  f i rst becomes pub l ic  that a g rant i s  being 
made. O nce an O rder i n  Counci l  is issued then the money is  disbursed on the basis of  the O rder i n  
Counci l .  Now the i nner work ings o f  gett ing that money across, w h o  is  going t o  get it a n d  a l l  that, we 
don't get involved in  that. 

MR. WILSON: I notice the lack in you r report of deal i ng with this. I wondered is this money from 
Corporations A,  B and C? Is it from all the three corporations that are . . .  You don't seem to m ake 
any comment of the fact that three min isters seem to be handl ing the Lotteries Fund,  l ike the 
l icensing comes u nder the Attorney-Genera l ,  Tou rism seems to g ive out money and the M i n ister of 
Health seems to g ive out money. You don't seem to comment on the fact that there's three 
corporations and there seems to be th ree d ifferent m in isters hand l ing this. I wondered has you r 
office ever looked at the lotteries to see that they are being run i n  a manner satisfactory to you. 

MR. Z IPRI CK: The money for this lottery is the government-run lottery. l t  was p rev iously run by the 
Man itoba Lotteries Commission, noW it is by agreement run for the western p rov inces. The proceeds 
from these lotteries are put in a trust account. There's an Act that specifies that a l l  the proceeds from 
th is provincial ly-run lottery is to go into this trust account to be used for these specific purposes, 
cultural, sports and other activ ities. The use of them is by approval of the Lieutenant-Governor i n  
Counci l .  

Now as to the pressure g roups who are making representations to the government and to the 
various min isters and how it gets to the O rder in  Counci l  stage is real ly no part icular concern of ours. 
We become concerned that the money is spent or  g ranted for the purpose that the legislation says it 
must be granted and it's approved by O rder in Counci l .  When that situation is there then the money is 
paid out to that particular organizat ion.  

So it  doesn't concern us as to how many m in isters can be i nvolved or can be approached. A l l  th is 
money is placed in  trust, it's sitt ing in  one account and it cannot be taken out of there except for the 
pu rposes specified by legislation .  Now the representations and determ i nation and that as to who is 

36 



Public Accounts 
Tuesday, February 28, 1 978 

going to get it before it is actual ly approved, that's between the citizens and the government and 
whoever else is concerned in  that process. 

MR. WILSON: B ut, M r. Z iprick,  in you r  past Aud itor's Reports you have a l luded to the fact the 
accountabi l i ty seemed a l ittle lax and that you wanted to at some point in time be able to say the 
money was spent for the p u rpose of wh ich we orig ina l ly made the g rant. There seemed to be some 
accou ntab i l ity p roblems in  some of your past reports perta in ing to money g iven to these 
autonomous g roups. 

MR. Z I PR ICK: O h  now we're gett ing i nto a d i fferent area. You see once the g rant is m ade to the 
organ ization then there is a financial statement general ly requested, an aud ited f inancial  statement, 
to say the money was spent by the organization. Now what concerns me is this money together with 
any other money that's by way of a g rant, that it is not subject to the same k ind of audit that the publ ic  
money in  the publ ic sector here is subjected to .  i t's a question of  should i t  be o r  shouldn't it be and 
that gets i nto a d i fferent area of  accountabi l ity . And yes, these g rants made to various organ izations 
would fal l  into the same k ind of accou ntab i l ity concern that I poi nt out under that accountabil ity for 
g rants. But mind you it is a very smal l  port ion of what this other really is .  

M R .  WILSON: What I am trying to get at . . .  You don't seem to feel that it  is any concern of yours 
yet I am concerned about the fact that we have say three or four, or five, o rgan izat ions a l l  w ith offices, 
desks, chai rs, secretaries, everyth ing,  all with expense accounts and everyth ing else, and you say 
that the government isn't concerned. And yet on the other hand we seem to be concerned about 
making sure al l  the money that is generated comes into the trust account.  A re you not concerned, 
you r particular area about accountabi l ity, for expense accounts in  marketing the lottery t ickets? 

MR. Z I PR ICK: I th ink  the market ing of these provinc ial lottery tickets, they are not marketed as part 
of the Man itoba Lotteries or the Western Canada Lotteries Commission or if they are m arketed, 
whichever are, they are paid a fixed comm ission and whatever that commission is that is what they 
get and naturally we are not going to go and start checking as to what they do with thei r commission, 
that's a commission that's been establ ished that they are entitled to and they get. 

Now you are maybe th ink ing of another organ ization and that's the Man itoba Lotteries L icensing 
B oard that l icenses agencies to carry on lotteries on their own . That is completely outside the 
govern ment other than the pol ic ing part. But the M anitoba Lotteries Commission and its ag reement 
with the Western Lotteries Foundation - I th ink that i s  its official title - the tickets are sold at at a 
designated price and if an agency is sel l i ng ,  whatever commission they are entit led tJ that's their 
com mission.  

Now we ensure whatever net money that is supposed to be turned over is being tu rned over and 
then comes into this fund.  The Western Lotteries Commission we don't aud it, there is a private firm 
that does the audit of the Western Lotteries Fou ndation .  The Western Lotteries Foundation turns the 
money over to the Commiss ion.  So now our operation with the M an itoba Lotteries Comm ission is 
relatively small .  i t  used to be large when the Lotteries Commission ran their own show but once it  was 
transferred over to the Foundation the accountabil ity for tickets and everyth ing else fal ls u nder the 
Fou ndation and it is the Foundation that is accountable. 

Now we're concerned there aga in .  We look at the f inancial statements that are submitted to the 
Man itoba Lotteries Commission on the Western Foundation but we don't go and audit  their expense 
accou nts, no. 

MR. WILSON: This is the thing that concerns me, that you seem to be under an i l l usion that there is 
a set comm ission.  Rumour  or innuendo or whatever has i t  says that those comm issions vary 
anywhere from 87 cents to 85 cents, to 80 cents, to 90 cents or whatever. And also articles appear in  
the paper where there's these part icular g roups bei ng run - one the Tribune reported, Dynamic 
D istributors - and they are a l l  being run and people are s iphoning off money and yet the general 
publ ic feels that these are government lotteries. I th ink that the Auditor's Department should some 
how or other have a window into these expenditu res and my concern about having it under all these 
d ifferent m in isters and the very fact that the L icensing Board and the Man itoba Lotteries 
Commission are two separate deals, a l l  with expense accounts, all with d i fferent appointments, 
pol itical or  otherwise, who are all su pposed to be perform ing an autonomous situation, yet they are 
l i nked to the government whether we l ike to adm it i t  or  not. 

So that was basical ly my concern, that the Aud itor's Department should be monitoring the 
expenses i ncurred by these people hand l i ng the tickets that the publ ic th inks are being handled on 
behalf of the taxpayers i .e .  the govern ment. They show up as $1 .5 m i l l ion - thank goodness on the 
plus side of the ledger - but they show up i n  here as money being held. I 'm aski ng ,  is there any 
consideration to looking at the i r  f inancial  statement. 

MR. ZIPRI CK: As far as the question you raised that was reported in  the Tribune and the point you 
raised and you've raised it with me before, yes we're tak ing a look at that to see what the d ifficult ies 
seem to be in  there. I was really not aware that there was d ifferent k i nds of rates . There well m ay be 
but we' l l  f ind out about that. 
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MR. ORCHARD: I have a question on Trust and Special Divis ion. The M an itoba Development 
Corporation as at March 31 , 1 977 , had $7.8 m i l l ion on deposit with the Minister? 

MR. Z IPRICK: That's right. 

MR. ORCHARD: An increase of 2.4. Can you indicate where the increase came from? Was it 
reti rement or payments from Corporation-funded companies? 

MR. Z IPRICK: Most of the government agenc ies use the province as a banking system for the larger 
amounts. Generally speaking they only have in  thei r bank accounts the i mmed iate work ing capital or 
work ing cash. The money that is not i m mediately requ i red , they use the P rov ince of M anitoba as a 
banking system.  So it could be from any sou rce. I n  other words they cou ld have got a fai rly large 
repayment on an account and it was put in  there to bank with the province because they get a higher 
rate of return by plac ing the money with the province. These are real ly equ ivalent to a banking 
account so the money cou ld  go up or down depending on their  cash needs o r  the i r  cash position at 
that poi nt. 

MR. ORCHARD: Would it be an u n reasonable request to find out what the $2.4 m i l l ion was and 
where it came from? 

MR. Z I PR ICK: i t  wouldn't be d ifficult to determine as to why the Man itoba Development 
Corporation at March ,  1 977, was in a better cash posit ion, it's j ust a matter of look ing at thei r 
statements. 

MR. CHAIRMAN: M r. M inaker. 

MR. M INAKER: J ust a brief q uestion, M r. Chairman, to M r. Z iprick. Deal ing with the Western 
Lotteries Foundation, is the Western Lotteries Foundation requ i red to have an aud ited statement at 
the end of the year? 

MR. ZIPRICK: To the Comm ission. 

MR. M I NAKER: To the Manitoba Lotteries Commission. So there is an aud ited statement that does 
travel from the Western Lotteries to the Commission? 

MR. Z I PRI CK: Yes, and we exam ine that. i t's part of the accountabi l ity system. 

MR. M I NAKER: And every other province would do the same? 

MR. ZIPR ICK: Yes. 

MR. CHAIRMAN: M r. W i lson. 

MR. WJLSON: I wondered - if part icular 10 and 1 1  are l i nked. I wonder if  M r. Z iprick could answer 
me: Man itoba Lotteries Commission re Cu ltural and Recreat ional Development, would I be adding 
that $1 .9 m i l l ion and the $1 .5 rni l l ion to eq ual $3.4 m i l l ion as to the amount of money the trust account 
is holding for lotteries? On Page 1 1 .  l t  says, "Trust Accounts cont'd." 

MR. ZIPR ICK: Where d id  you see the other one? 

MR. WJLSON: Under the M in ing Community Reserve. What I 'm trying to get at is, would I add 1 .9 
and 1 .5 from the p revious page? 

MR. ZIPRI CK: Yes, they work on the same basis as all other agencies. The $1 .5 m i l l ion on the 
previous page - as they col lect the money and they' re not sure as to their f inal ized position they put 
it in  here equ ivalent to a bank account and when it 's f inal ized it wi l l  be transferred over to this 
d isbursement account. There is no money paid from this account except if they need something for 
operating expenses to final ize it. O nce it's been f inal ized it's transferred from that account to th is 
account. N ow basically yes, by add ing the 1 .5 tothe 1 .9 is 2.4 provided whatever they may take off the 
1 .5 for thei r immed iate use. 

MR. WILSON: I didn't want to lose a m i l l ion dol lars, it's 3.4. The point that I wanted to make was on 
March 31 , 1 977, the M in ister of Health, M r. Desjard ins,  was hoard ing $3.4 m i l l ion of lotteries moneys 
which to a large . . .  
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MR. CHERN IACK: An absolutely false statement. 

MR. WILSON: Well when were they going to be paid out? 

MR. CHERNIACK: The M i n ister of Health d idn't have it at a l l ,  the M i n ister of F inance had it. 

MR. WILSON: Al l  right, wel l  that's the former P remier. M aybe the new M i n ister of F inance could 
sort of red uce that $3 m i l l ion down and get it out to where it belongs. 

I did want to raise because M r. Cherniack - and agai n I d idn't want to attack h is  fratern ity - the 
Law Society has $1 .4 m i l l ion here, an increase of almost a half m i l l ion dol lars over the p revious year. l 
wondered if someone cou ld explain the sudden rise in what I consider seems to be an acceptance of 
the program, to pay these moneys into a part icular trust account. I wondered if the Aud itor has any 
comment as to who - does the Society police themselves to make sure that the lawyers pay this 
money into the Consol idated Fund or do you have a look at it as wel l .  

M R .  ZIPRICK: No, the Law Society does the pol ic ing.  

MR. WILSON: I wonder why then we would be dang l i ng th is carrot o r  hold ing a tag day for the 
members of the Society because I n ote with interest i n  the Publ ic  Accounts of the p rev i ous year there 
was a $338,000 grant g iven to them and last year there was a $251 ,000 g rant g iven to the Law Society. 
What I mean is do the lawyers pay all the money to the government here and then the government for 
being such honourable c itizens to g ive them this trust interest then g ive them a carrot or  donation or 
someth ing by means of a g rant. lt bothers me that no other society, the chartered accou ntants or  the 
teachers, seem to be getting this size of a g rant. 

MR. M INAKER: What about the engineers? 

MR. WILSON: And the eng i neers. 

MR. Z I PR I CK: B ut that g rant is not to the Law Society, I th ink that g rant is to the Legal A id wh ich is 
to look after . . . 

MR. WILSON: Maybe there is a misprint here because on Page 1 98 of Pub l ic  Accounts it l ists it as 
the Law Society of Manitoba, $250,695.00. 

MR. M I NAKER: Because the d isbursements for Legal Aid go through there I would imagine. 

MR. WILSON: Okay. Then the former government has to answer th is q uest ion.  They held 
themselves out as the champions of Legal Aid saying they were doing al l  these favours for these 
people on low i ncomes, yet if they got $1 .4 m i l l ion from the lawyers and they got $750,000 from the 
Federal Government you were really g iv ing out somebody else's money. So real ly you in  fact d id n't 
pay for Legal Aid .  

MR. CHERN IACK: That's nonsense too. 

MR. WILSON: I s  it? Well if the lawyers were payi ng for Legal Aid as per your statement and the 
Federal Government g ives you $750,000 then how can you tell the people of Man itoba that you' re 
paying for Legal A id? 

MR. M I LLER: l t  costs more than that. 
M r. Cha i rman, fi rstly on the 1 .5,  1 .9 ,  the M i nister can correct me, the 1 .5 is an amount as of a g iven 

day wh ich is being held in trust and bei ng i nvested by the Department of F inance. The 1 .9 is 
commitments which are known and establ ished but where the money has not yet been paid o ut 
because perhaps the organ izat ion rece iving it hasn't met certai n  req u i rements, certai n  cond itions 
that they have to meet before they' l l  get the money. So the 1 .9 is earmarked for organ ization X o nce 
they have met their  part of the bargain .  I n  the case of say an arena or some other th ing  that is bei ng 
bu i lt ,  or  has to be bu i l t  and the commun ity is p utting u p  a certai n  amount of the money. 

MR. BLAKE: Like 75 percent of the cost. 

MR. M I LLER: So the 1 .9 represents a number of grants being made but they would be condit ional 
upon the recip ient doing certa in  things and so it's being held in  trust unti l  those cond itions are met 
and then it's paid out because it's a l ready earmarked for that. So to suggest that the g overnment has 
been somehow sitt ing on 1 .5 and 1 .9, lumping it  a l l  together, is I th ink i ncorrect. If I 'm  wrong I 'd l i ke to 
know that. I don't th ink so. 

With regard to the Law Society So l ic itors trust funds I bel ieve that money is the amount of money 
that comes in to the Department of Finance, then through arrangements with the Law Society to help 
support the Legal Aid system. That I th ink  was done about fou r years ago and some of that money 
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certain ly goes to pay for Legal Aid but doesn't cover the fu l l  cost of Legal Aid .  

MR. ZIPRI CK: Part of it is for the education as wel l .  

M R .  CHAIRMAN: M r. B lake. 

MR. B LAKE: I just was going to make a comment. I don't know whether it was here or not. The 
P rov incial Auditor added the 1.9 and 1 .5 and got 2.4 a m inute ago instead of 3.4. I real ize there 
probably was an error in  his arithmetic but it seemed to me there was a m i l l ion dol lar payment of 
lotteries that got into M DC .  Is this the area where it happened or is that going to come up later i n  the 
Lotteries statement . . . 

MR. ZIPRICK: There is an error in Publ ic  Accounts. 

MR. CHAIRMAN: M r. Wi lson .  

M R .  WILSON: The reason that I br ing this up i s  again I t h i n k  I 'm here t o  exam ine what the former 
govern ment spent and things that they told the publ ic which may or may not have been sl ig htly 
coloured to present a certain picture. On the same page that I a l luded to, 1 98, Legal Aid Services 
received $2. 1 61 m i l l ion and the moneys received from the lawyers' trust account and the $750,000 
g rant from the Federal Government come to $2. 15 m i l l ion , so there is a d ifference of approximately 
$1 1 ,592.00. I guess the former M i n ister of F inance, M r. M i l ler, is correct when he says Legal Aid cost 
more than came in on the ledger, but to hold themselves out to be the champions of Legal Aid and 
real ly they were paying for it in large part with moneys they had received from other sources. 

I d id  want to comment that it seems very strange, the sudden meteoric rise in these interest rates 
because interest rates have d ropped some, I remember a few years ago they were qu ite h igh . l t seems 
that th is interest rate on lawyers' trust account is going up by 50 percent a year or  someth ing along 
those l i nes and at the same time the Law Society cont inues to enjoy part of this money being g iven 
back. I j ust wondered why this part icular agreement had been entered i nto and is there a copy of this 
ag reement somewhere where a part icular member could look at , because as my col league from St. 
J ames poi nted out, the engineers don't enjoy such a favourable position as well  as chartered 
accountants and other societies and membersh ips in the province. I get the feel ing that it's real ly just 
a carrot to insure that the Law Society indeed col lects the i nterest from these trust accounts. 

MR. CHAIRMAN: Mr. Chern iack. 

MR. CHERN IACK: M r. Chairman , I would n ot presume to take upon myself the burden of educating 
and correct ing M r. Wi lson every time he d istorts the facts, knowing they are otherwise, but I bel ieve 
he should be aware that there is a requ i rement that lawyers "shal l"  deposit trust moneys in i nterest­
bearing accounts and "shal l" tu rn the money over to a central authority which red istributes it, so that 
the lawyers themselves do not get the benefit from the use of these trust funds. I would ask the 
M i n ister of F inance if he could c larify this amount that Mr. Wi lson refers to of $250,000-odd to the Law 
Soc iety, as none of which I believe goes to Legal Aid. Now the M in ister I bel ieve can ascertai n  qu ickly 
the natu re of th is  expend itu re. 

MR. CHAIRMAN: M r. C raik. M r. C u rtis. 

M R .  CURTIS: lt's al l education expense, books and so on ,  that are paid out. We can get a 
breakdown if you real ly want to have the spec ific detai l  of it. 

MR. CRAIK: Perhaps we should do that. lt appears that the amount in question, two hundred and 
some thousand, that went to the Law Society is to the Legal Education Fund or whatever it's cal led. 
B ut we can get you a b reakdown.  

M R .  CHAI RMAN: Can we have just one member at a time p lease. M r. C hern iack . .  

MR. CHERNIACK: Well! th ink again for the benefit of those people who m ight bel ieve some of M r. 
Wi lson's statement it would be helpful if we could ask for a statement of the moneys received for 
Legal Aid and the disbursement because this statement of account does not show it as one sum. l t  
shows i ncome revenue in  one p lace some $400,000 and it shows d isbursements i n  some other 
amount and since it's one p rog ram - I know we could wait for Estimates to get that and we certa in ly 
would then, to get it both for last year and for the current year, but I th ink it would be helpful to M r. 
W i lson who wants to k now the truth to have the i nformation a l ittle earl ier. Would that be a reasonable 
request, Mr. Chairman? 

MR. CHAIRMAN: M r. Craik .  
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MR. CRAIK: I th ink so. I th ink f irst of a l l  if there is a b reakdown to be achieved we'd better get the fu l l  
detai ls  of  it and as far  as the rationale behind it is concerned there's go ing to have to be some further 
explanation of it. I don't recall why it was set up in the fi rst p lace in  that way but presumably it 's sti l l  in 
existence and perhaps M r. Chern iack can even recall i f  it was part of the legis lation at the time that the 
legislation was put in to col lect these moneys that the majority of it was to fund Legal Aid and 
presu mably a proportion went to Legal Education. 

MR. CHERN IACK: That's right. 

MR. CRAIK: it's probably statute regu lation. B ut as far as the amou nts are concerned we can get 
you that breakdown. That's our  job here, not to determine why the law is that way. If you want to look 
into that further we can look into it at another occasion.3 
MR. CHAIRMAN: M r. M i l ler. 

MR. M ILLER: As I recal l ,  M r. Chai rman, when the Law Society was approached with regard to 
contributing to Legal Aid through the interest rates that they accumulate an arrangement was made, 
after negotiation, whereby a certa in  amount - in th is  case $200,000-odd - would be paid for 
education purposes. This was an arrangement and agreement arrived at in  o rder for the government 
to be able to get these cons iderable moneys towards Legal Aid. So it was just s imp ly a matter of 
negtiation I bel ieve and arriving at a f igu re. Whether that's a percentage or it's a f lat amount per year 
I 'm not sure but I do recal l  there was some understand ing that the Law Society would make these 
moneys avai lable for Legal Aid and in retu rn certa in  moneys wou ld be going into the educational 
fu nd for the Law Society because they run special prog rams which requ i re funding .  

MR. CHAIRMAN: M r. Wi lson. 

MR. WILSON: Well agai n ,  the point that I want to make, the former M in ister of F inance has said that 
the govern ment in thei r wisdom made a deal with the Law Society. Despite the fact that it said they 
shal l  pay the interest moneys I bel ieve it was Apri l  1 st, 1 972, they shal l do this and they shal l  do that, 
somehow or other they charged a fee for that and that fee seems to reflect itself in the Publ ic  
Accounts as $250,695.00. 

lt was also suggested to me that one of the reasons to curtai l ,  by the former government, the 
opposition to Legal Aid was that there was this carrot dangled with them to make su re that part of the 
money col lected from th is fund to support Legal Aid - now if this fund is indeed to support Legal Aid ,  
which I have no quarrel with ,  then why is part of  the action g iven back to the Law Society for doing 
something they're supposed to lega l ly do because it's written up as "shall" turn the money over. l t  
seems to me that the Consumers' B u reau and the cred it i ndustry has an obligation that a l l  trust 
moneys col lected and not paid out are tu rned over to the Consol idated Fund of the government and I 
don't bel ieve anybody in the c red it industry receives a particular sl ice of the action to turn this money 
over to the part icular trust account or the Consol idated Fund.  So it's with interest that I w i l l  wait to see 
how this $250,000 is being expended and I m ight make the observation that it's n ice to see that we're 
having this tag day or bursary for all these hard-to-do people that are going through and becom ing 
lawyers. 

MR. CHAIRMAN: M r. C raik .  

MR. CRAIK: J ust for information of the comm ittee. The proport ioning is at the discretion of the 
Lieutenant-overnor in  Counci l  of the total moneys col lected to be spl it  between the Legal Aid 

Services Society of M an itoba, educational prog rams of the Law Society and costs incu rred by the 
Law Soc iety of Man itoba in the ad min istration and enforcement. So that the $200,000-odd that's in 
question is the part that would go for purposes of the education programs plus the amou nts incurred 
by the Law Society in the admin istration of . . .  

MR. WILSON: I n  other words we're paying for those offices over at Lakeview Square that the Law 
Society occupies. i t's the expense of runn ing the Law Society that we' re helping to pay for. 

MR. CRAIK: That's not what this says. This says that it's incurred by the Law Society in the 
adm i n istration of this section. 

MR. WILSON: Oh I see, I see. 

MR. CHAIRMAN: M r. Parasiuk .  

MR. PARASIUK: M r. Chairman, I have a hard t ime understanding the point  of  M r. W i lson's 
question ing. I notice that he said - the impl ication was that M r. M inaker was pursu ing the same l i ne 
of argument in saying that the Engineering Society doesn't receive any funds. Is that so? D o  you see 
the point of M r. Wi lson's argument and do you go along with it? 
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MR. MINAKER: M r. Chairman,  I guess I 'd better clarify the ad l i b  comment I made to my col league, 
M r. Wilson, a few m inutes back when he recited that there was no tag days for- I think he mentioned 
doctors or teachers or something - and I j ust said don't forget the engineers. I was referring to the 
tag days: 

MR. CHAIRMAN: Any further questions on Page 1 0? 1 0-passed, Page 1 1 -passed, Page 1 2 - M r. 
M inaker. 

MR. MINAKER: M r. Chairman, I wonder if M r. Ziprick could advise, with regard to M an itoba 
Housing and Renewal Corporat ion indebtedness are you just d rawing that to our attention or are you 
making a point that you feel this should be included somewhere shown as a debt. 

MR. ZIPRICK: i t's noted in  the Publ ic Accounts this year, I th ink, as a note. In the p resent context 
there does not seem to be a basis for record ing it as a debt because this is not guaranteed by the 
prov ince. CMHC doesn't req u i re a guarantee. This money is made avai lable by CMHC;  there are 
mortgages reg istered against these part icular properties. Now we note that there's that m uch 
obl igation, that where the p rovince really comes in  is that they have to pick up  half the deficiency that 
arises from runn ing the subsid ized housing p lus carrying the interest for this.  So it's real ly a matter of 
information that th is is  the amount that there is a form of subsidy on .  

MR. MINAKER: So you' re not  mak ing any recommendation at  th is  point i n  t ime but j ust to the fact 
that there is an odd ity here. 

MR. ZIPRICK: No, it's just information only and it's now also ind icated in  the Publ ic  Accou nts . We 
are looking at it further as to whether it  should be h igh l ighted even more. I don't know j ust what the 
conclusion wi l l  be. 

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

MR. M ILLER: M r. Chairman , isn't this the same paragraph that was in last year's Publ ic Accounts? 

MR. ZIPRICK: i t's the same with the amou nts updated. 

MR. MILLER: The amounts are d ifferent but the same statement was made last year. 

MR. ZIPRICK: That's right. 

MR. CHAIRMAN: M r. Wi lson. 

MR. WILSON: Well if you've f in ished with Page 1 2, I wanted to speak on 1 3. 

MR. CHAIRMAN:3We haven't yet. M r. Chern iack. 

MR. CHERNIACK: J ust to M r. Z iprick. Any consideration he g ives to fu rther ind icating this 
i ndebtedness surely ought to carry with it a recog nit ion of the asset. He said j ust now that it's 
mortgaged through the CMHC.  So even in  this statement itself there is no statement made that the 
debt to the CMHC is backed by a real property mortgage on the p roperty which one would hope is 
worth at least as much as what's owing to CMHC.  

MR. ZIPRICK: I don ' t  th ink under  any c i rcu mstances it should be shown as a debt as such because 
it's not a d i rect debt to the publ ic anyway. CMHC is another government agency so it's an internal 
situat ion.  The big thing is to revgn ize that there is  an annual provision that Canada and M an itoba 
must meet to service in addition this debt and its instalment repayments any deficiency in  operat ions 
that may arise. 

MR. CHERNIACK: That's not my point,  M r. C hairman. My point is  that in  a l l  c larification o r  c larity it 
seems to me that this paragraph ought to - well this fi rst sentence ought to have incorporated with it 
a statement to the effect that this indebtedness to CMHC is secured by real property mortgage. I th ink 
it should have been in  there. 

MR. ZIPRICK: I don't d isagree, I ' l l  make a note that we' l l  add that. i t's a good point. 

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

MR. M ILLER: M r. Chairman, as we l l ,  deal ing with M H RC, it's true the p rovi nce does participate i n  
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the subsidy for possible recovery of the mortgage but also the Federal Government is paying 50 
percent towards the ret i rement of that mortgage, is it not? And yet the fu l l  asset wi l l  be owned by the 
people of Man itoba when that mortgage is paid off. Therefore the Federal G overnment is also help ing 
to pay that mortgage as part of thei r 50 percent subsidy, are they not? 

MR. ZIPRICK: it's shared 50 percent. 

MR. M I LLER: That's right. So that the asset when it is f inal ly realized wi l l  be tota l ly owned by 
Man itoba even though the interest and the subsidy is  shared by Ottawa. 

MR. PARASIUK: There is one other aspect here. I th ink about two-th i rds of the rent is paid by the 
tenants on average and the shortfall between full recovery rental and say 25 percent of income is 
p icked u p  50-50 by the provi ncial and federal governments. There's some type of assumption that 
somehow government is paying the enti re rent and it's not. 

MR. Z IPRICK: No, that's true. This is housing that the rent is establ ished by way of a means test and 
so the rent that's charged depends on the ind ivid ual 's income and gett ing as much as is realized from 
the rent, then Canada and Manitoba share the deficiency only. 

MR. PARASIUK: This is amortized over what, 20 years is it? I s  it 25 or 50. .? 

MR. ZIPRI CK: No, I th ink it's more l ike 40 years - 40 or 50 years. 

MR. WILSON: Well I wasn't going to speak on this unti l  we got to housing authority on Page 31 but it 
seems to me that if the shortfall from the subsid ized housi ng which is based on an al leged means test 
determines the rent and there is a shortfa l l  which is spl it  50-50 with the federal and provincial  
govern ments, I 've made inqu i ries with MHRC - and I maybe should be ask ing M r. Z ip rick th is - it 
seems to me that a lot of these people who are l iv i ng in subsidized housing have the gall to not even 
pay thei r rent on the subsid ized portion and apparently the amount of col lections by the housing 
authorities of  the rent is fal l i ng  to an extent where, I bel ieve on Page 31 M r. Z iprick al lu des to a 
weakness in i nternal admin istrat ion.  I am wondering if he could comment as to whether that means 
that the housing authorities are hav ing a reasonably poor or  alarm ing or just somewhat above 
average non-payments of rents by the occupants of th is subsid ized housi ng.  

MR. Z IPRI CK: I th ink  about a year ago there was d iff icu lties in  fol lowing up some of these rent 
arrears and now the system as I understand has been improved and work ing reasonably 
satisfactorily. lt wi l l  vary from area to area but in some areas the col lection is very good, i n  other areas 
it's not as good. They are now pursu ing a fai rly vigorous col lection pol icy in trying to get as m uch as 
possible but there are situations where it  just would not pay to pursue and even through court cases 
you just get a bad debt that you could not recover. 

So I think that generally speaking now we are satisfied with the k ind of approach and pol ic ing that 
the Manitoba Housing and Renewal Corporation are fol lowing in this area, but there are bad debts. 
Now as far as the particu lars of the bad debts, we don't have the i nformation here, that would have to 
be compi led from some other sou rce. 

MR. W I LSON: Then could M r. Z iprick al l ude to the fact, could we find out or is it the pol icy that 
people who are constant non-payers of rent are asked to leave the publ ic housing complex or are 
they al lowed to stay on? Maybe one of the members opposite cou ld comment on that. I see M r. 
Paras iuk  . . .  But it does concern me. I 've asked the cu rrent M i n ister to supply me with these f igures 
and I am pleased to see the obvious weakness in the housing authority has at least improved itself. 

MR. EINARSON: Wel l ,  M r. Chairman,  in l i ght of some of the questions Mr .  Wi lson asked , I 'm j ust 
wondering if M r. Z ip  rick cou ld  te l l  us of a l l  the property that MHRC has bought over the years, how 
much of it has never been used to bu i ld  homes on. Has he any idea about that? Does that reflect in th is 
f igure at all ,  of the $1 55.3 m i l l ion ,  money that's been actual ly paid out for property and has never been 
uti l ized? 

MR. ZIPRICK: No, the item we' re deal ing with on this page deals with money from CMHC.  N ow the 
CMHC does not p rovide money for property unt i l  it's ready for development, so whatever property 

MR. MILLER: Land bank ing . . .  

MR. Z I P RICK: I guess to the extent that land bank i ng is in  there, this would also be covered but I 
know know how much vacant property there is.  

MR. EI NARSON: That answered my q uestion, okay. 
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M R .  PARASIUK: M r. Chairman, I would l ike to comment in response to M r. W i lson's comment. 1 
th ink  we should know that . . .  you know, I am doing this because I don't want the bai l iff instinct to 
get the best of a l l  of us - but 50 percent of those people in publ ic housing are in elderly persons' 
housing and I don't know if they have the gall as such when some of them aren't meeting thei r 
payments but is it M r. Wi lson's suggestion that any elderly person not being p rompt with h is rent 
should be thrown out? 

MR. CHAIRMAN: Any further questions on Page 1 2? Page 1 2-pass. Page 1 3. Mr. W i lson.  

MR. WILSON: Well  again Page 1 3, I have an item under education here where it  says that a lot  of 
these subsid ies depend on fund ing from appropriations from the Consol idated Fund.  I notice the 
U n iversities G rants Commission has inc reased by a lmost $8 m i l l ion and one of the concerns that 1 
have, again turning to Page 45, is that the budget has seemed to jump from $ 1 65 m i l l ion to $ 1 82 
mi l l ion .  I m ade an inqu i ry and it seems that Alberta doubled their enrolment fees for foreign students 
and yet the enro lment d idn't d rop and I wondered if we could possibly look at a user fee which would 
help to stem some of this part icular obvious increase in  the cost. So again I wi l l  leave it  to Estimates 
but I wanted to make that observat ion.  lt seems that it's costing us more money every year for 
education and I th ink there should be some look at tuit ions for out-of-province people. 

MR. B LAKE: Page 1 3, M r. Chairman. lt was your remarks about the Fi nancial Admin istrat ion Act 
not permitti ng contracting indebtedness for the pu rpose of extending beyond the legislative term 
and down near the bottom of the page in particular H ighways contracts. I wonder m aybe if you could 
genera l ize on  this and ind icate if there are instances where there's been a p roblem with contracts 
being let before the money was voted and the money being voted not sufficient to cover it. Are there 
any part icular i nstances? 

MR. ZIPRICK: No,  there is no p roblem, it just shows how unconcerned the contractors are. T hey 
wi l l  go i nto a contract with a p rovision that says if the money isn't voted by the Leg islature they j ust 
don't get paid, so obviously they m ust have a lot of confidence in the Leg islatu re voting  the money. 

MR. CHERNIACK: Well they have up to now. 

MR. Z I PR ICK: So from that point of view it's been no part icular p roblem. I th ink where the p roblem 
l ies is that in readi ng the Financial  Administration Act one would get the impression that the 
Leg islature wants to have some control as to the l iabi l it ies o r  commitments u ndertaken in a practical 
operating way. I ' m  just wondering by using this approach as to whether that really l ives up  to the 
spirit of that legislation and we would m uch p refe r to see the legislation modified to g ive some, withi n  
l im its, operating scope t o  the government t o  make it  possible without using this k i n d  o f  a system .  

M R .  BLAKE: You mentioned that it  wasn't considered a satisfactory arrangement. I wonder what 
woul d  you consider a satisfactory arrangement. 

MR. Z I PRICK: Wel l I wou ld consider an amendment to the F inancial Administration Act to a l low for 
scope of operations of that kind because I agree that the f irmness that the F inanc ial Adm in istrat ion 
Act specifies that no M in ister under no c i rcumstances should go i nto a commitment un less there's 
money voted by the Leg islatu re in the p resent context of operations is not too p ractica l .  You take the 
leasing over a period of two o r  three years, a longer term lease, it 's a very desirable and appropriate 
way of doing th ings yet to do it with in  the present legislation you have to incorporate these k inds of 
g i m micks. 1 th ink that it  would be better that the F inancial Admin istration Act be amended to ind icate 
that this k ind of operation is qu ite acceptable. 

MR. BLAKE: That's fine, M r. Chairman . 

MR. WILSON :  Well the comments of the Aud itor are very i nterest ing.  I had marked here that I felt 
that the former M i nister of Pub l ic  Works should be made accountable for th is, I have "blunder" here, 
but it  seems to me that if the Act says no c i rcumstances no way and M r. Chern iack has indicated it 
happens all the t ime but it  seems to me that . . .  I would go for the changes in the Act but I th ink that 
the former Publ ic Works M in ister should be held up for some kind of c rit icism for engaging in  
g i m m icks and breaki ng the  law. 

MR. ZIPRICK: Well I must . . .  

MR. M ILLER: M r. Chairman, d id in fact M r. Z iprick say it  was g imm icks and break ing the law? I 
d id n't hear h im say that. 

MR. ZIPRICK: No, th is is not a b reach of the law. As a matter of fact we have a legal opin ion that says 
with this proviso in the contract that it's completely legal ,  so in no way was there a violation of the law. 
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MR. WILSON: B ut d id you no say g immicks? 

MR. ZIPRICK: Well maybe I d idn 't use the best possib le term inology. I was j ust point ing it out as a 
legislative officer that read ing the F inancial  Adm i n istration Act, there may be some concern that 
using th is k ind of approach may not be l iv ing with in  the spirit of control which was env isaged by the 
leg islatu re when the Act was passed. Now havi ng pointed it out and suggested that poss ibly the Act 
should be amended or c larified in  that area, I wouldn't go any further. Now other p rov inces and the 
federal government have provisions that cover these k inds of thi ngs in law. 

MR. WILSON: Well I am just saying I am pleased the Aud itor is encourag ing us to make these 
changes because it certa in ly puts a particular M i n ister in a very powerful pos it ion to comm it the 
government for moneys that haven't been voted on. 

MR. CHERN IACK: M r. Chairman,  if M r. Wi lson understood M r. Z iprick, I am wondering if he would 
l ike to avail h imself of the oppo rtun ity of withdrawing the statement to the effect that some person 
broke the law, in  other words committed a cr ime, especial ly since his immun ity as an M LA is not 
protected in  this room. I wonder if  he wou ld l i ke to withdraw the statement that he made before . . .  

MR. WILSON: Yes, under the c i rcumstances that I was told it was a financial adm in istrative act, a 
piece of legislative ru l i ngs, I thought for sure that if somebody had gone against that, that they would 
be i .e . ,  you know, stretch ing it a b it ,  so I wi l l  withdraw the remark if  I did say that he was b reaking the 
law, yes. 

MR. CHERNIACK: I th ink that's fai r  of M r. Wi lson, M r. Chairman. 
I 'd l i ke to explore with M r. Z ip  r ick that whether he suggests that the F inancial Admin istration Act 

ought to be amended to provide that a government may commit its future spending p rogram to the 
extent of 1 .6 times its approved authority in a year. Is that you r  thought, M r. Z ip  rick? 

MR. ZIPRICK: Wel l I don't know whether it should be in  any percentage amounts but it  cou ld be in a 
way that wou ld say that the government could commit up to a p rogram for the next half-year 
undertaki ng or someth ing of that nature, and the same way with the longterm leases, that under 
certain  cond itions long-term leases could be gone into and would be quite acceptable. N ow as to the 
k inds of restrictions and the work ing it out I haven't g iven it too much specific thought but I am sure 
something could be worked out. 

MR. CHERN IACK: I have a rather hazy recol lection that to cope with the problem of the possib i l i ty 
of a good spring season when it would be advantageous to enter i nto early bui ld ing contracts, we 
provided a sum - I th ink in it ial ly it was somethi ng l ike 1 0  m i l l ion and I th ink it it was in capita l - to 
g ive the authority to the H ighways Department to commit future work. 

MR. M I L LER: Pre-tendering. 

MR. CHERNIACK: P re-tendering,  is that it? Was that process a satisfactory one? 

MR. ZIPRICK: Yes, that p rocess was satisfactory. Now I understand the reason that p rocess d idn't 
conti nue is because by voting so much capital authority, it gave the impression that you're spending 
more than you really are. 

MR. CHERNIACK: That's because the O pposition says that, eh? 

MR. Z IPRICK: Well ,  the Opposition . . .  Now one way of doing it is to ind icate that you are ask ing for 
a prog ram of this to be spent over these periods and then reflect in the statement as to how it was 
spent. So there would be a number of ways of doing it. I can understand the concern of putting these 
big f igures in capital authority and it  cou ld g ive the i mpression that there's big f igures spent but it j ust 
happens that the prog ram is accelerated to the poi nt of work ing a p re-tendering system and may not 
reflect the p roper pictu re for the year. 

MR. CHERN IACK: So you do see that there is a d isadvantage to i ncluding a figu re in the capital 
authority for future years for p re-tender ing,  also in the current revenue you have to raise the money 
and it wou ld be wrong to raise the money i n  a current year for expenditure i n  the fol lowing year, I 
assume that is a problem. So you're saying amend the F inancial Administration Act to permit a 
M in ister to commit futu re min isters and futu re governments to a certain  l i m ited extent? 

MR. ZIPRICK: That's basical ly . . .  

MR. CHERNIACK: H ave you had consu ltations with the government about that in  connection with 
th is year's Estimates wh ich, I bel ieve, are ongoing now? 
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mr. ZIPRICK: Well  it's a matter that would very closely t ie in with pu l l ing together the capital and 
revenue expenditures and showing the whole program. 

MR. CHERNIACK: Why? Why would that . . .  

MR. ZIPRICK: Wel l  because in  estimating you r  cap ital side of the prog ram, you would have to 
ind icate what you expect to spend for that year, to ind icate your cash surp lus or  deficiency. N ow the 
way Ottawa has done it recently in these situations which looks very good, that when they show that 
part icular capital program they show the total requ i rement for that capital p rogram. If let's say it's a 
bu i ld ing , it's $25 mi l l ion,  then they say they wi l l  spend $1 0 m i l l ion this year, then 1 0  m i l l ion the year 
before and now they raise a general  provision that if the program is accelerated further expenditures 
cou ld be made provided it's sti l l  with in these total authorized l im its. 

So it g ives you an immed iate p icture of the whole p rogram and as I mentioned, if  it's a bu i ld ing 
the total cost of the bu i ld i ng .  Then it shows how m uch you expect to spend in that particular year and 
how much you are going to com mit in the next year and then the remainder of course w i l l  be, if  it 's a 
four-year project, it w i l l  be fol lowed through unti l  completion. 

MR. CHERNIACK: Do you visual ize a capital authority for two years? 

MR. ZIPRICK: eiWyou see they don't vote capital authority in that sort of a way. 

MR. CHERN IACK: Oh.  

M R .  Z IPR ICK: They vote in the  regu lar Estimates. When there's 25 m i l l ion for a  bu i ld ing ,  that's thei r 
25 m i l l ion because their Act actually is basical ly much looser . . .  their F inancial Admin istration Act 
is much looser than ours and they had no control on comm itments. 

MR. CHERNIACK: Yes. 

MR. Z IPRICK: o t8ey d idn't have to . . .  and thei r capital was a lways in  the amount that was spent, 
so they d idn't have to get an authority for the whole . . .  

MR. CHERNIACK: Which side are you on, M r. Z iprick, for that looser F inancial Admin istration Act 
or  . . .  ? 

MR. Z I PR ICK: No, but what you see, the Aud itor General of Canada has taken exception to the i r  
loose system and they are introducing th is  system that I 'm saying here which he ,  h imself, found to be 
qu ite acceptable.  I th ink it's very informative, acceptable and shows the total amount that you ' re 
going to commit or you're going to spend on that part icu lar prog ram. 

MR. CHERN IACK: Well ,  how would that work then, M r. Z ip  rick? You are saying rather than putt ing 
it into Estimates, either cap ital or current, you would provide in the Act g iv ing the authority to a 
M in ister to p re-commit in advance of the fol lowing fiscal year. I n  that ci rcumstance how would it  
work if you get a new government coming in ,  half-way in ,  and stopping al l  construction and saying,  
"We're not going ahead with that p rog ram that was planned." How wou ld that work? (-1 nterjection­
) What about the commitment? 

MR. Z IPRICK: I wou ld take it that under any c i rcumstances, just because money has been voted in 
the Legislatu re, be it  the same government or another government, that at some point or other there 
is an assessment, that there's no more need for that part icular program, that it  would be stopped even 
though . . .  you know having regard to the losses p ick them up at that t ime and stop. So the stopping 
of a prog ram as to whether you go ahead with it and continue to complete it  o r  stop it  and wind it  u p  is  
a decision that is made by the government that has to be ratif ied by the Leg islature in due cou rse and 
acceptable to the people. 

MR. CHERNIACK: Well, the system that you cal l  ' not satisfactory' would have enabled the p revious 
government to enter into a contract for the enti re construction of the - let us say - the Seven O aks 
Hospital, the enti re cost, I don't know, $35 mi l l ion say. At the present time I bel ieve under the p resent 
law they could only commit themselves on the basis of an authority. 

MR. Z IPRICK: U nder the present t ime the way it is now they could commit themselves to any 
amount because by p utt ing the p roviso in the agreement that . . .  

MR. CHERN IACK: . . .  the contractor takes a risk. 

MR. ZIPRI CK: That's right. 
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M R .  CHERN IACK: You are saying ,  take the risk factor away from the contractor and commit the 
govern ment to completing that construction or not, is that r ight? 

MR. Z IPRICK: Yes. Well you know in practical terms I don't think  the contractor is tak ing too m uch 
of a r isk.  At least they don't seem to th ink they are. B ut I 'm saying that the way Canada is doing now 
and they've on ly done it in a certa in  number of departments on the Aud itor-General's u rg ing ,  they put 
the amount that's going to be spent for this year in the Esti mates for the prog ram .  

They show in  the Estimates also how much i s  expected t o  b e  committed in  that same year that 
certa in amount is going to be spent. So they've got an amount that's going to be spent, an amount 
that's going to be committed and then the remainder is sti l l  left over but the total p rog ram is shown. 
Then the next year the same th ing is repeated unt i l  the p rogram is completed. So it d iscloses a 
complete picture and ind icates what you ' re going to do. B ut as far as the stopping of the program that 
gets into another area. 

MR. CHAIRMAN: M r. M inaker. 

MR. M I NAKER: M r. Cha i rman , just a question on the same subject to M r. Z iprick. What happens i n  
the case o f  a Man itoba Hyd ro project, say a Jenpeg stat ion,  where you're getti ng i nto hundreds of 
mi l l ions of dol lars that you know aren't going to be expended in that f i rst or second and maybe it w i l l  
be over a period of time? Couldn't we handle it in the same manner as  we do the Hydro or is there 
d ifferent leg islation govern ing the cap ital set aside for Hydro? 

MR. Z IPRICK: Wel l ,  Hydro is doing the same thing,  they are issu ing contracts with the p roviso that 
the contractor w i l l  not be paid u n less the money is voted by the Leg islature. So that Hydro is 
fol lowing the same proced u re and it's for j ust this purpose that they had to vote such large sums in 
advance that it was hard to even predict exactly what was . . .  because you had to forecast the speed 
of the construction program and everyth ing else. So I th ink  that the system that I just recited even in  
Hydro would be a much better system in  that you wou ld  ind icate that the  total program than you ' re 
start ing these contracts are on you r p resent Estimates is, you know, 200 m i l l ion .  You're going to 
spend 25 m i l l ion this year, you're going to commit 50 m i l l ion this year and the remainder of course is 
going to come in  due course, but at that point in  t ime you know that it's going to be 200 m i l l ion .  

Now at the next year when i t  comes up that figu re of  200 m i l l ion would be updated to the best 
known posit ion and the actual expend i tures for that year p lus the next year's comm itments would 
also be restated . So to me it p resents a m uch more informative pictu re as to what is going on. 

MR. M INAKER: Thank you. 

MR. CHAIRMAN: Any fu rther questions on Page 1 3? 1 3-pass; Page 1 4-pass; Page 1 5-pass; 
Page 1 6. M r. S lake. 

MR. B LAKE: U nder the l iquor  control revenue, M r. Chairman,  I noticed there's a remark there that 
the revenue was down something l i ke 3.2 m i l l ion over the Estimates because of the 10 percent 
increase. I wonder if there is any consideration to reducing the price of 1 0  percent and boosting sales 
to rega in  that lost revenue. 

M R .  CHAIRMAN: M r. Ziprick. 

M R .  Z I PR I CK: I noticed this.  This appears to have been but I won't guarantee that the reduction is 
purely because of the increase in  price. 

MR. CHAIRMAN: M r. Wi lson. 

M R .  WILSON: Wletl not for cutting back l iquor  costs by 10 percent. I would rather see them do 
someth ing about the motor fuel tax because that real ly affects tourism and I wondered if  there is any 
criteria that . . .  is each department told to go out and estab l ish a certain increase because it seems 
to me that in  every section there's an increase and of course i nflat ion p robably al lows for that, but at 
some particular point in time, is there any study done to see the effects of these increased taxes on 
some of the particu lar i ndustries that are suffering? 

MR. CHERNIACK: lt seems to be increasing two cents a gal lon.  

MR. WILSON: This is one of the reasons. Wel l over here it talks about the two-cents-a-gal lon tax on 
the Autopac, too. But  it's j ust one of the com ments that I j ust feel that the fuel  tax increase is putting 
us out of the tou rism market. 

MR. M INAKER: lt says right here, " i t's mai n ly attributable to the 1 975 tax increase of two cents per 
gal lon,"  si nce 1 975. 
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MR. CHAIRMAN: M r. O rchard .  

M R .  ORCHARD: This i s  just a quest ion.  What was the orig inal purpose of the motor fuel tax and the 
gaso l ine tax? Were those funds when the tax structure or igi nal ly came in, were they to be designated 
to a g iven area, namely hig hway construction, or am I mistaken? 

MR. CHAIRMAN: M r. Ziprick. 

MR. ZIPRICK: No,  the whole . . .  -( l nterjection)­

MR. CHAIRMAN: O rder please. Mr. Z iprick. 

M R .  Z IPRICK: No,  the whole approach to this taxation is that it 's a pot taxation and al l  money goes 
to the conso l idated fu nd and then the expend iture is  all spent on the basis of a rational ization of the 
expenditure and not tied in  one against the other. 

MR. ORCHARD: I see. So that there's no ledger called expectation that if we have a considerable 
increase in  revenues from gasol ine tax or from motor fuel tax that there's no requ i rement that that 
goes into road construction or whatever, it j ust goes into the general fund.  

MR. ZIPRICK: No,  it  just goes into the consol idated fund and this is basical ly the reason for the 
consol idated fund,  is to avoid the matching and the proposit ion.  Now in  the rational ization of  sett ing 
taxes in  the planning stages and pol icy decisions these factors could well come into accou nt. B ut 
when the decision has been made al l  the money goes into the pot then and is used to run the . . .  

MR. CHAIRMAN: Are there any further questions on Page 1 6? Page 1 6- -pass; Page 1 7. M r. 
O rchard. 

MR. ORCHARD: M r. Chairman, under the category of M in ing and M i neral Royalties and Taxes 
there is one area that I just want some clarif ication on .  Is my i nterpretation that we have a $20.2 
mi l l ion tax col lection for the fiscal year end ing 1 977, " I s  mai n ly attr ibutable to instalment payments 
on metal l ic  mineral taxes in 1 976-77 based on higher antic ipated m in i ng profits than in the p revious 
year. Now apparently these h igher p rofits did not material ize which m ay result  in  s ign if icant refunds 
and/or reductions in  meta l l ic  m inera l  taxes in  1 977-78." 

Now do I read in there that we may have to refund a portion of that tax base as an averag i ng 
prog ram? 

MR. Z IPRICK: That's r ight ,  that's what our ind ication was, that this increase it  j ust happened on the 
returns but the returns were a l ready ind icating that chances are it's an increase that rea l ly has not 
material ized because we' l l  have to make refunds in  1 978. 

MR. ORCHARD: Now any idea of the size of refund, any i nd ication? 

MR. CHAI RMAN: M r. C raik .  

MR. CRAIK: There's a second part .  Part of this is currently in the courts as wel l  and there's an 
outstand ing case where the government has been ruled agai nst by the courts, i t  has been appealed 
which could have a substantial effect on this same amount too. 

Now as far as the refunds u nder the averag ing scheme is concerned wou ld be . . .  do you have a 
figu re? 

MR. ZIPRICK: No,  I don't have a fig u re on that. 

MR. CHAIRMAN: M r. Z iprick. 

MR. ZIPR ICK: I understand that we estimated it wou ld be roughly about 2 m i l l ion ,  but I don't know 
just . . .  

MR. CRAIK: The cou rt case is $2 m i l l ion .  

MR. ZIPRICK: The court case is $2 m i l l ion .  The other . 

MR. ORCHARD: But the averag ing . . .  

MR. ZIPR ICK: We don't know it at this point .  

MR. ORCHAR D: There is no ind ication there, but real istically we could be refund ing some tax 
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revenue. 

MR. ZIPRICK: Could be, yes. 

MR. ORCHARD: And that wou ld affect us up u nt i l  M arch 31st, 1 978, then. i t's go ing to be a new 
taxation year? 

MR. CRAIK: Wel l ,  we've al ready paid some back but I wouldn't call it a refund. We lost the cou rt 
case. 

MR. CHAIRMAN: Any fu rther  q uestions on Page 1 7? M r. O rchard. 

MR. ORCHAR D: Wel l ,  I ' l l  pass for now,  thank you.  

MR. CHAIRMAN: Page 1 7-pass; Page 1 8. M r. E inarson. 

MR. EI NARSON: Oh, I'm sorry ,  if I may go back to 1 7, I 'm sorry I m issed here. 

MR. CHERNIACK: Sure,  I move we go back to 1 7. 

MR. EI NARSON: The gasol ine tax . . .  thank you, M r. Chern iack. We were talk ing about the two 
cents a gal lon that was imposed two years ago as far as Autopac was concerned. Now am I g iven to 
understand this is put into the general revenue to the pot and how does Autopac get c redit for that? I 
mean this is what it was i ntended for.  

MR. CHAIRMAN: M r. Z iprick. 

MR. Z I PR ICK: No, it was turned over to Autopac as it  was col lected. 

MR. EI NARSON: Is that right? O h ,  it was turned over to Autopac then. 

MR. CHERNIACK: l t  never went through the government. lt  did not go through general  revenue. 

MR. ZIPRICK: This was paid over to our Autopac on a month ly basic as it was col lected. 

MR. E INARSON: I see. Thank you very m uch. 

MR. CHERNIACK: i t's not recorded as a receipt nor a d isbursement, is that correct? 

MR. ZIPRI CK: i t's shown in the revenue Est imates as a receipt less to Autopac with a net amount. 

MR. CHERNIACK: So it's not shown as revenue to the province, is that correct? 

MR. Z IPRI CK: No,  it's not. lt reduces the province's revenue. I n  other words it's not shown as 
revenue and an expend iture ,  it's shown as a reduction of revenue. 

MR. CHERNIACK: Now you r m in ister is trying to switch it into revenue.  

MR. M INAKER: M r. Chai rman, to M r. Z ip  r ick .  How does that vary from how Man itoba H ousing 
Renewal Corporation subsidy is col lected and turned over to M anitoba Housing Renewal? To pay 
the subsidy of 6.7 m i l l ion,  how does that vary from what we're talk ing about with Autopac? Is the 
entry right into general revenue? 

MR. ZIPRICK: No,  the subsidy to the Housing and Renewal Corporation,  after the deficits are 
establ ished, one-half of the deficit  is b i l led to the provi nce and the province pays it. 

MR. M I NAKER: But they col lect it  through taxes for MHRC.  

MR. M ILLER: G eneral  revenue, consol idated funds, half from the Federal government, half from 
Man itoba. 

MR. ZIPRICK: B ut the Autopac gaso l ine tax was designated by law for that purpose. 

MR. M I NAKER: Thank you , M r. Z iprick. 

MR. CHAI RMAN: Page 1 8. M r. Wi lson . 
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MR. WILSON: Well ,  other than the fact that the former government had an increased spending of 
$1 25 mi l l ion ,  I wanted to raise the point under Col leges and U n iversities Affairs . . .  W hen I talked to 
the former Attorney-General about a n umber of i nteresting ways that people had got student loans 
and so on and so forth he immed iately al l uded to the fact that one of the reasons there was no 
convictions - I bel ieve there was one conviction - was the fact that it was a federal program .  My 
concern here and maybe M r. Z iprick could comment on i t ,  it says the deferred bursary is paid to the 
student and I wondered if there was any safety valve to see that the educational loan by the same 
taxpayer through the federal program had indeed been paid before this bursary was paid over. i t  
would seem to me that there should be some obl igation to see or i nsist that the loan loan is paid 
because what would happen , a student would have gone through u n iversity under the Student Loan 
p rog ram,  have an outstand ing loan sti l l  outstand i ng ,  almost i nto the col lection area, and then receive 
a windfall from the government of an additional bursary. I wondered, is it j ust a moral obl igation on 
the student to pay th is  bursary money towards the loan or is there some monitoring on behalf of  the 
prov incial government to see that the cheques are made out to both people, both the R eceiver 
General  of Canada and the student so that the bu rsary would indeed go to pay the student loan as 
envisioned in the comments here on page 1 8. 

M R .  ZIPRI CK: As far as I know the cheque is made out to the student but as to what steps are taken 
to ensure that the federal loan is paid off I am not sure, we wi l l  have to take that as notice and we wi l l  
let you know. 

MR. WILSON: All right. 

MR. CHAIRMAN: M r. Craik .  

MR. CRAIK: Mr.  Chairman,  o n  that poi nt, they are both admin istered by the provinc ia l  office. Both 
the loan and the bursary are admin istered by the one provincial office. He doesn't get a loan from the 
federal people and then a bu rsary from the provincial .  

MR. WILSON: To the F inance M i n ister, does . . .  The way it says here that this loan becomes due 
and payable after a student's stud ies are completed and after h is studies have been completed and 
there is  a loan outstanding the student is paid this bu rsary. My comment is if they are both being 
admin istered by you r department is there any way that the cheq ues i n  the future cou ld be made out 
jointly to the Receiver General of Canada and the student. 

MR. M ILLER: The bank and the student. 

MR. WILSON: The bank and the student, all right. 

MR. CRAIK: Wel l ,  in  the event that he did pay back his loan I am not too sure that there would be 
anyth ing wrong with it because it is an interest free loan. 

M R .  WILSON: I can ag ree with you there but it seems that there is an alarmi ng amount of money not 
being repaid but it is g uaranteed by the government. I n  other words the banks have a co-signor which 
is the taxpayer of Canada. 

MR. CHAIRMAN: M r. Ziprick. 

MR. ZIPRI CK: I don't know for sure just what it is so we wi l l  take that as notice and b ring back the 
i nformation. 

MR. CHAIRMAN: M r. O rchard .  

MR. ORCHARD: M r. Chairman,  u nder the Expend iture (Statement of R eVenue and Expenditu res) 
if we get down to the finance are we to assume, due to the alarming increase of 33 percent, that the 
F inance M in ister d idn't have proper control on his department or are we to assume -(1 nterjection)­
because a 33 percent increase i n  budget is qu ite alarm ing i n  one year, or  are we getting back to the 
d iscussion we had earl ier of the s ink ing dollar and the exchange rates having a d rastic effect on 
publ ic  debt interest charges? 

MR. Z IPRI CK: Yes, it's main ly the increase in the interest and j ust on the next page, Page 1 9, under 
the Department of F inance, I th ink that ind icates the substantial r ise i n  the publ ic debt is accounting 
for the increase . . .  

MR. CHERN IACK: Come on , read it. There is more of a tax rebate than there is an interest, M r. 
Zi prick. R ead your own statement, $27 m i l l ion to $28 m i l l ion in tax rebates. 

MR. ORCHARD: An increase of 1 5 .2 m i l l ion to 50 mi l l ion in pub l ic  debt charges. 
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MR. ZIPRI CK: But 1 5.5 m i l l ion in property tax rebate is in there too. 

MR. M ILLER: And 1 2.3 in  the cost of l iv ing tax cred it. 

MR. Z I PRI CK: Yes , it's not more than 1 2.3 . . .  

MR. CHAI RMAN: We are on Page 1 8, gentlemen,  any further questions? M r. Wi lson. 

MR. O RCHARD: There's no reflection on the former F inance M i n ister's operation of h is department 
then in that alarming increase in  budget. 

MR. WILSON: Wel l  I am very p leased the M ember for Pembina is  as confused as I am about the shel l  
game that the former government was involved in  -( 1  nterjection)- Well ,  I th ink the voters made the 
decis ion.  But anyway, in 1 972 the Consumers Bureau had a budget of 1 .2 m i l l ion and I notice it is 3.4 
mi l l ion and under Rent Stabi l izat ion Board .7 m i l l ion - would that be i nc luded in  the 3.4 m i l l ion 
because it  seems to me every year this particu lar department seems to be going up by a s ubsta ntial 
increase to protect us against ourselves. I wondered if the $.7 m i l l ion in the Rent Stab i l ization Board 
was incl uded in  the 3.4 mi l l ion because then the increase wouldn't be qu ite as a larming .  

M R .  Z IPRICK: That's under  Consumer, yes, it is i ncl uded in  there. 

MR. CHAIRMAN: Anyth ing further on Page 1 8? Page 1 8-pass. Page 1 9. M r. C hern iack. 

MR. CHERN IACK: M r. Chairman, I am not through with the Department of F inance on 19, I am 
through with the M in ister but not the department. Could M r. Z iprick explain to those of us who find it  
d ifficu lt to fol l ow how he talks about a 1 5.2  m i l l ion to 50 m i l l ion - which I read to be a $35 m i l l ion 
increase - plus 1 5.5 m i l l ion ,  p lus2.3 m i l l ion - which I read to total someth ing l i ke $63 m i l l ion - is i n  
some way ind icated a s  being an explanation o f  a $42 m i l l i o n  increase? 

MR. Z I PRI CK: I sn't it a $1 5.2 m i l l ion increase in publ ic debt pl us 1 5 .5 p roperty taxes . . .  

MR. CHERNIACK: Oh I see, I th ink I did the same as M r. O rchard. I read that the d ifference was from 
1 5  to 50 and that's where M r. O rchard seems to have been led astray. So that actual ly it's 1 5  p lus 1 5, 
p lus 1 2 ,  whi ch means that $27 m i l l ion ,  $28 m i l l ion out of the 42 was a rebate to the taxpayer and on ly 
1 5  m i l l ion  was an increase in the debt. 

MR. ZIPRICK: That's r ight. 

MR. CHERNIACK: That helps a lot, M r. C ha i rman,  to understand the statement. 

M R .  CHAI RMAN: M r. O rchard .  

MR. ORCHARD: I n  view of the 1 976-77 budget being generous enough to g ive 27 m i l l ion back i n  
that year I don't th i n k  our  honourable friends opposite should crit icize u s  for some o f  the menial  tax 
cuts we've made this year. 

MR. CHERN IACK: Menial to the rich, not to the poor. There's the difference. You are so right. 

MR. CHAIRMAN: M r. C ra ik .  

MR. CRAIK: I th ink the importance of this publ ic  debt f igure though has to be pointed out q u ite 
apart from the segment that goes into rebates. The carry forward of combined accounts deficit  for 
instance for the year that we are looking at and if you combine the cu rrent year and combin ing the 
year before , if you add them al l  together you are looking p robably at pretty c lose to $400 m i l l io n  and 
service charges at 10 percent you are looking at a $40 m i l l ion i ncrease in debt service alone over 
those three years. M r. M i l ler knows and M r. Chern iack too, $40 m i l l ion in debt service b lasts you r  
cu rrent account budget r ight out of the water when you come to look at the next year fol lowing those 
three years and that's effectively what we are faced with on this. So I don't want to see this change 
here in  the publ ic debt charges d iscounted because if you combine what's happened over three years 
it has a d rastic impact. Th is is not just what's happen ing in Man itoba but if you look at what's 
happen ing this year at the federal level where they are going at a debt of $1 0 b i l l ion  on a $48 bi l l io n  
budget,  which means over 2 0  percent o f  i t  is going t o  b e  debt f inancing on combined accounts which 
is exactly what it looks l ike they are looking at. This  can cri pple you r  abi l ity to m ou nt p rog rams, 
::lesirable programs, very rap id ly. And it doesn't take very long to do it. 

In this part icular case, as I say, we've got this year and the year before and the cu rrent year. If you 
:�dd it together we've got $400 m i l l i on of c lass B, schedule B debt, 1 around 1 00 m i l l ion for the current 
year and if you add with the cu rrent accou nt defic its of this year and the past two years it  tota l led 400 
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m i l l ion.  it overweighs what you can do in the way tax rebates. 

M R .  CHERN IACK: M r. Chairman,  I apprec iate your M i nister of F i nance preparing his Estim ates 
and B udget Speech for the com ing session and I wi l l  certainly debate it at that t ime. 

M R .  CRAIK: M r. Chairman, I raise the matter s imply because it has been . . .  I gather from M r. 
Cherniack's remarks he is play ing down the effect of the publ ic  debt charges portion of this change. 

MR. CHERNIACK: M r.Chairman,  let me clarify. When Mr. O rchard asked about the increase of $42 
m i l l ion and suggested it was some form of incompetence of the former min ister, M r. Z ip  rick said it is 
an increase in debt charges and he d idn't say anyth ing further and I made it a strong point to mention 
that of the 42 mi l l ion 1 5  was an increase in  debt charge and 28 m i l l ion was a rebate of taxes to 
unabi l ity to pay pr inciple.  And I make that point based not on future o r  on anyth ing other than what is 
in the report itself and I th ink it was a val id  statement to correct and to make. When it comes to 
debating our economic position we' l l  do that dur ing budget t ime.  

M R .  CHAIRMAN: Any further questions on Page 1 9? Page 1 9-pass. Page 20-pass. Page 21 . M r. 
B lake. 

MR. B LAKE: I have a question on near the bottom of the page, the Department of Education - bank 
interest charges for shoal d ivisions. I think last year we questioned this matter and the P rovincial 
Aud itor had indicated that there was going to be some attempt made to have the g rants d ispatched to 
the school d ivisions earl ier to prec lude the school d ivisions having to borrow or go i nto an overdraft 
position because the bank charges on the local school division borrowings or on the i r  overdrafts is a 
d i rect levy against the local taxpayers and I just wondered if he cou ld  comment further on what 
prog ress had been made i n  having these payments exped ited or the payments from the 
munic ipal ities made earl ier. 

M R .  ZIPR ICK: A year ago there was a change to expedite the payment in the inte ri m  position but 
then the fi nal period, that's toward the end of D ecember, there was no progress payments and no 
exped iti ng.  As a result the increase has again started to r ise qu ite substantial ly and there seems to be,  
you know,  some concern here that there should be a smoothi ng out of th is  p rocess. N ow there was 
some d iscussion and an odd mun ic ipal ity where the tax col lection is s low, if  it was speeded up unduly 
could get them into a posit ion of borrowing instead of the school divis ion .  So there's q u ite a 
reluctance. B ut on the other hand there are other munic ipal ities that are in pretty good shape that are 
hold ing the money and not send ing it across. P rior  to Un ic ity, I know St. V ital was one and I th ink  that 
other schoo l d ivisions had made arrangements with thei r respective cities to accelerate on a special 
arrangement basis. Now I understand there was some d iscussion with the City of W inn ipeg as to 
whether some arrangement could be made, I don't think it 's material ized. I think it 's in  th1s area 
particularly that the interest rate is g rowing substantial ly. So when the school d ivisions go 
bargain ing on thei r own , I 'm not su re just how well  they' re doing. 

M R .  M ILLER: They do as well as the munic ipa l ity does. 

MR. ZIPRI CK: Actually the prov ince basical ly picks up  most of this tab with the interest and the 
q uestion is, could the province do better? I think that they could .  

M R .  BLAKE: You mention later in  your report that sign if icant economies could be realized by 
reducing red tape. Are you referri ng to the method of getting the advance payments out or . . .  ? 

M R .  ZIPRI CK: Well I th ink,  and I have been to ld by some peop le, in no official way, but there is a 
feel ing that the costs to the school d ivisions for interest are qu ite substantial and when you try to 
rational ize this,  when the taxes are basical ly i n  most instances being paid by ind iv iduals on a month ly 
basis and fai rly promptly . . .  and these are just for working capital .  Th is i nterest has got noth ing to 
do for bu i ld ings that's paid on debentures through the Province of M anitoba system in addition to 
this. So when you look at this size of an expenditure to supply working capital ,  I am just concerned as 
to whether it shou ld not be reduced . Now I appreciate that the munic ipal ities that have excess cash 
are i nvesting it, but as to whether  the amount earned on investments, on the amount paid ,  w i l l  offset 
itself, I am doubtful .  So a smooth ing process of having the money f low from the taxpayer through to 
the source where it's real ly desig ned, in cases of schools to pay the teachers' salaries and other 
expenses, making it  f low as d i rectly and as qu ickly as possible,  I th ink is probably in the overal l  in  the 
best interest of the taxpayer. 

MR. B LAKE: That's fine, M r. Chai rman. 

MR. CHERNIACK: M r. Chairman, I 'd l i ke to get clarif ication from Mr .  Z iprick. J ust how does the 
province pay these interest charges? 
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mr. ZIPRICK: As part of the foundation levy. 

MR. CHERN IACK: Well is that a cost that's charged to the provi nce under the fou ndation levy? 

MR. ZIPRI CK: That's right. 

MR. CHERN IACK: The foundation levy takes care of a certain percentage of the school board 
costs, right? 

MR. ZIPRI CK: R ight. 

MR. CHERN IACK: And when a school board shows in its est imates or in  its actual that it has paid 
interest, then that's part of the cost and the provi nce pays a percentage of that? Is  that right? 

MR. ZIPRICK: Part of the adm in istrative . . .  

MR. CHERNIACK: So the foundation levy includes the interest costs? 

MR. ZIPRI CK: On work ing capital ,  that's right. 

MR. CHERN IACK: Well then on that basis, you say the province should interfere into the otherwise 
autonomous operations of a mun ic ipal ity, in effect. Is that what you' re saying? 

MR. ZIPRI CK: They do now because the rate that the mun icipal ities pay now is the rate that's 
d i rected by the provi nce. 

MR. CHERNIACK: M u nic ipal ities? 

MR. ZIPRI CK: That's right. The payments to the school d ivisions . 

MR. CHERNIACK: Pardon me, I ' m  now confused by what you r  . . .  

MR. Z IPRICK: The rate that the m u nic ipal it ies are turn ing money over to the school d istricts are on 
the basis of  a regu lation passed by the P rovi nce of Man itoba. 

MR. M ILLER: You don't mean the rate, you mean the t iming.  

M R .  ZIPRI CK: The t iming I should say, I 'm sorry, the tim i ng .  

MR. CHERNIACK: So the mun icipal ities are requ i red to pay what, a percentage of the i r  levy 
regardless of whether or not they col lect the money. Is that what you're saying? 

MR. ZIPRICK: They are requ i red to pay a certain percentage of the school levy by this time and 
then the final . . .  

MR. CHERNIACK: So that if i n  a year a munic ipal i ty does not receive any tax payments at a l l ,  which 
is theoretical ly conceivable, it sti l l  m ust pay the school d ivision? 

MR. ZIPRI CK: As I understand, legally that's the situation .  

MR. CHERN IACK: So what you are suggesti ng,  you are not suggesting in  so m any words, but 
you' re suggesti ng that there should be a review which could then say to the mun icipal ity you shal l  
pay it faster. I sn't that rig ht? 

MR. Z I PR ICK: That's right. 

MR. CHER NIACK: O r  are you say ing to the m unic ipal ity, a l l  you r  surplus cash should be deposited 
into a special trust fund admin istered by the province? 

MR. Z IPRICK: No, I 'm not saying that we go and tie up the cash with the specific col lections, I th ink 
generally that the col lections from my observations, at  least a summary of the m u n ic ipal f inancial 
statements are q u ite good, that it 's j ust a matter of accelerating the payments so that the 
munic ipal ities are not left with that much money for invest ing,  or what's happen ing in  some 
instances, they're delaying the i r  capital borrowing and using this money to finance the i r  . 

MR. CHERN IACK: Their  cu rrent reven ues. 
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MR. Z IPRICK: Yes, their cap ital and then when they are requ i red to turn it over to the school 
d ivis ion ,  that then they raise thei r money. 

MR. CHERNIACK: So you are suggesting that the rate at which mun ic ipal ities now turn over tax 
moneys to the school d ivisions should be accelerated even though it may cost the munic ipal ity 
interest to do so. 

MR. ZIPRI CK: No, I wou ldn't suggest that it be accelerated to the point where it would put the 
mun ic ipal ity i nto a deficit position itself, but there are qu ite a number of m unic ipal ities, as we 
understand them, and we can't make a complete assessment because we don't have access to the 
school d ivision books but, as I understand, there are qu ite a number of mun ic ipal ities that are 
i nvest ing short term and earning interest whi le the school d ivision is  going to the bank and borrowing 
and payi ng i nterest. 

MR. CHERNIACK: What do you estimate is the provincial cost of this 5.6 m i l l ion dol lar p rogram? 

MR. ZIPRICK: I don 't know, I . . .  

M R .  CHERN IACK: I s  it 50 percent, 45 percent? 

MR. ZIPRICK: l t  wi ll be in  excess of 50 percent. 

MR. CHERN IACK: 55 percent? lt might be $3 m i l l ion cost to the province? You're saying the 
province should step in and tel l  the mun ic ipal ities that they must either lose revenue from thei r 
reserves or pay a debt if they don't have reserves i n  order to save the 3 mi l l ion to the province plus 2 .6 
m i l l ion to the same taxpayers i n  effect in  the school board? 

MR. ZIPRICK: I ' m  not suggesting that the province step i n ,  I am just suggesting that the prov ince 
review its present regu lation because the t iming of the payments are p resently m ade under a 
reg ulation of the p rovince. So I am j ust suggesting that they review the p resent regu lation and if a 
review shows that it can't be acce lerated any more, that's f ine. I 've been told by people that it can and 
I 've been told by some school board officials that they're qu ite concerned and q u ite alarmed at the 
rate that the i r  working capital i nterests have been rising.  

MR. BLAKE: I wou ld understand ,  I may be wrong, that there's only a smal l  portion of the school 
board funds that comes from the m u n i cipal ities, the bulk of it comes from the P rovinc ial Government, 
and I was wondering if these payments were going to the school board -( Interjection)- No, I was 
wondering if these payments were getting to the school d ivisions fast enough .  I th ink that's where the 
problem is  more than the funds com ing from m u n icipal ities, that they are not getting the money from 
the P rovinc ial Government fast enough. That's where the big i nterest charges are coming.  

MR. CHERNIACK: You speed it up .  

M R .  ZIPRICK: I don't k now. The Department of  F inance could probably elaborate on that. 

MR. BLAKE: The fact that we' re p icking up a portion of those interest charges, is that the same for 
hosp itals because they're funded also, and I u nderstand in their  budget they have to inc lude the 
amount of i nterest they pay in bank charges or whatever on thei r budget, they have to come back 
each year and negotiate with the government before that interest is  p icked up or goes as a general 
levy now. 

MR. M I LLER: Well let's separate it, let's talk about what is  in here. There were changes made so that 
the flow of money from the p rovi nce to the school boards was smoothed out and accelerated. ! th ink  
what M r. Z iprick is talk ing about, and he can correct me if I 'm wrong, is the flow of  money from the 
m u n ici pal ity to the school board itself because the school board's budget . 

MR. BLAKE: Twenty percent or whatever it is.  

MR. M I LLER: Well the school board budget is simply handed to the m unic ipal i ty and they are 
requ i red to pay whatever that budget cal ls for - half a m i l l ion ,  one m i l l ion ,  whatever it is. They s imply 
have to find the funds to do it. A schedu le was worked out a couple of years ago which was a l ittle 
better than the prev ious one but M r. Z ip  rick said maybe it can be improved even more. The fact is that 
the mun ic ipal it ies - well  he mentioned he was talk ing to school trustees who feel that there is a way 
of doing it and they would all be in  favou r  of having the mun ic ipal ity pay the full amount of whatever is 
due to the school board l i ke October 1 st and let the school board i nvest it. B ut you're gett ing i nvolved 
here, M r. Chairman, in local ,  perhaps, infighting between elected school trustees and elected 
mun icipal men, each one of whom is trying,  from thei r part icular perspective, to show the best 
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p icture. I know and I th ink others around this table as wel l know that mun icipal ities pay what they're 
requ i red to pay and if they do have surplus funds they try to i nvest them to the benefit of their  
ratepayers who are the same ratepayers of the school board. i t's j ust that school trustees don't l ike to 
be tagged as the v i l la ins in the p iece and that's about the s ize of i t .  

But I know it has been improved, the t iming I th ink is q u ite in  order now and to try to change that, 
maybe it should be looked at certa in ly because I th ink these things always should be looked at, but 
it 's the period before . the moneys flow to the munic ipa l it ies before the tax b i l ls go out and very often 
they are delayed, they can't get the tax b i l l s  out perhaps u nt i l  Apr i l ,  M ay or J une sometimes. i t's in that 
h iatus, that period where the school board is in a jam as are many of the munic ipal ities who then have 
to borrow because the i r  calendar year is J anuary 1 st and there's no income at a l l  for five, s ix months. 

MR. ZIPRICK: Each year a summary is prepared of a l l  the mun icipal f inances and just looking at 
that summary, at the end of December of each year, the mun icipal it ies have m i l l ions of dol lars of cash 
in  short-term investments. They also have m i l l ions of dol lars of l iab i l it ies to the schools. I n  the 
meanti me the schools have mi l l ions of dol lars owi ng to the banks and the question is why do we have 
to wait ti l l  the - what is it - the end of February before the mun ic ipal i ties send these moneys on to 
the schools. I appreciate what you're saying,  the i nterest is to the benefit of the mun icipal ities but I 
th ink that i n  the long run the taxpayer is the loser because the amount that the school d ivisions are 
paying is much more than the amount that the mun ic ipal it ies real ize on these short-term 
i nvestments. 

MR. M I LLER: Yes. So it's a q uest ion of regu lati ng the flow and not a question of the amount of 
money being paid by the prov ince to the school boards? 

MR. Z I PRI CK: I th ink that the province's share now is reasonably prompt but I don't know we would 
have to review that, but I think that the province subm its its share on a pretty well monthly bas is and 
fai rly promptly. 

MR. CHERNIACK: M r. Chairman,  two matters. F i rstly, si nce nobody seems to be p rotecting the 
banking industry, I would l i ke to rise and say that there is no d iscredit to the banking industry in  this 
d iscussion. In my opin ion there shou ldn 't be. 

Second ly, I want to move that this comm ittee appoint the M i n isters of F inance, Education and 
Mun ic ipal Affairs to consult with M r. Z iprick on this problem and report back to th is comm ittee. 

MR. CHAIRMAN: M r. Craik .  

MR. CRAIK: M r. Chairman, I th ink that this sort of thing as M r. Cherniack knows is usually taken 
under advisement. The part icu lar i ssue that's being d iscussed here is one that gets d iscussed. I was 
interested to hear the comments of M r. M i l ler  who has been on both the schoolboard and on the 
counc i l  and has seen both sides of it and has been M i n ister of Education and M in iste r o f F inance and 
has gone through al l sides of it. He knows the changes as wel l  as the rest of us know the changes that 
have gone on over the years in th is respect and it's very d ifficult  to find a c lear-cut answer that is 
goi ng to remove the p roblem that arises every year. Now that doesn't mean that we can't try and 
reduce this th ing here, but when you've got transfers tak ing place, provin ce, mun ic ipal and school 
board , between the three of them,  you're always go ing to have some charges that are going to be 
ended up in somebody's ball court . 

MR. CHERN IACK: That's right. 

MR. CRAIK: . . . and I don't think we need that resolut ion to work on, on trying to reduce the 
amount of it. The only th ing you can assu me from it that it may show up as a cost here in  servicing the 
school boards, but somebody is going to pick it up  somewhere, it's either going to be the province or 
it's going to be the munic ipal ity. 

MR. CHERNIACK: M r. Z iprick said the banks. 

MR. CRAIK: There's noth ing necessari ly fal l i ng  between the stools because if  in  fact the p rovince is 
ru nn ing at an overd raft of near zero most of the time as been ind icated in  the earl ier d iscussion this 
morn ing ,  then there may well be a responsi b i l ity on the province's part for delaying payments, not 
only the school boards' but to some others who i n  turn are hav ing to pick up the tab. If  it 's advanced 
then i t  comes back on the prov ince, but I don't know, what you lose on the peanuts you're going to 
make up on the popcorn. 

I don't wish to down play it, it's a problem but that problem as I reca l l ,  i t  saved time when M r. M i l ler  
was on the school board i n  1 962, that it was a g reat issue on the school board I was on . We f inal ly 
reached an agreement with the cou nci l  . .  

A M EMBER: B ut then I was a counci l lor. 
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MR. CRAIK: . . .  where they very d i l igently got us the money with i n  30 days of when it came i n  
which was a major achievement, and where you've got good relations between your school boards 
and your  counci ls in those days anyway before there was any move to try and force the cou nci ls into 
advancing the money, at least we had good relations, you d idn't have a p roblem , where there were 
bad relations you d id have a prob lem.  We can have a look at it but it's not a new p roblem, it was here 
1 5  years ago and 20 years ago and we' l l  try and have it a l l  solved next year. 

MR. CHAIRMAN: M r. Cherniack . 

MR. CHERNIACK: Wel l ,  M r. Chairman,  I would guess that my resolut ion is not l ikely to pass . 

MR. CRAIK: I think not. 

MR. CHERNIACK: If M r. C raik confirms that then I won't press the matter. 

MR. CRAIK: You won't press for a seconder. 

MR. CHERNIACK: Oh,  I 've got a seconder. 

MR. CRAIK: Oh, you d id .  

MR. CHERNIACK: Sorry. 

M R .  CHAIRMAN: The Chair  is rather under the opinion that the motion is out of order in any case. 
Can we proceed, gentlemen? 

MR. CHERNIACK: As a matter of personal g rievance, I th ink  that you were not cal led u pon to make 
a ru l ing,  we'd just as soon you'd withd raw it. 

MR. CHAI RMAN: I assume that the M i n ister of F inance was speak ing on a point of order to the 
motion itself. 

MR. CHERNIACK: He was speak ing on a point of voting.  

MR. CHAIRMAN: Anyth ing further on Page 21? M r. Wi lson. 

MR. WILSON: I have an item here under Community Economic Development F unds which the 
former m in ister, I bel ieve, M r. Toupin used to always tell me it was a very interesting success story o r  
what have you a n d  I noticed that every year - I ' l l  go back t o  1 976 - there seems t o  b e  a $ 2  m i l l ion 
swat every year to the taxpayers for some special warrants, and I wondered if M r. Z ip rick cou ld  
expla in why th is  is necessary. l t  does say operating costs but i n  h is  report last year he mentioned that 
37 borrowers had collapsed on the i r  obl igations and I wondered , is part of this money to cover eo­
s ign ing ab i l ities that the government has done to banks and what have you or is it truly an operating 
cost to operate the Commun it ies Economic Development Fund? 

MR. CHAIRMAN: M r. Z iprick.  

MR. Z I PRICK: Wel l ,  q u ite a su bstantial amount of that is  the operating costs because the 
Community Economic Deve lopment Fund, its lending rates probably about covers the interest. 

The operating expenses are then picked up over here. The operating expenses for the fund are 
much larger than one would normal ly on the surface expect, but as far as we' re concerned they are 
qu ite legiti mate because the fund operates i n  an area where you don't have m uch soph istication as 
yet in fi nancial management and operations and they do provide a lot of g u idance and d i rection in the 
bookkeeping, f inancial management, budgeting and whatever have you. I th ink it's very necessary if  
you' re going to create any k ind of entrepreneu rship capabi l ities, so qu ite a b it of this can be ascribed 
to a teaching posit ion,  so if the conditions in the North are to be developed then it's necessary that 
this k ind of adm inistrative attention should be g iven and that you cannot look on it just s imply as 
overseeing an account for a lend ing i nstitut ion.  lt has to be much broader and more in  depth to 
prov ide the kind of accou ntab i l ity that's necessary. So we're completely in  agreement with the k ind of 
action that the fund is tak ing in that regard, to obtain accountabi l ity and then p rovide the kind of 
tra in ing in managerial and other k inds of responsibi l i ties. 

MR. WILSON: Does that mean that you ' re tak ing a 1 80-degree turn compared to the p revious year 
because this year's report doesn't contai n anyth ing about the lack of col lection perta in ing to 37 
borrowers - I guess it total led al most a m i l l ion dol lars - and I wondered, does the lack of 
mention ing it in  this year's report mean that the program of education and oversee ing and teaching 
has met with some measurable success so that a lot  of these bad loans and bankru pt companies have 
been wound up and the rest that are there are ru nn ing smoothly? 

56 



Public Accounts 
Tuesday, February 28, 1978 

m r. ZIPRICK: Wel l ,  there aga in  you know, these people are going i nto business and most of these 
busi nesses are sort of d ifficult  situations. So you can expect a fai r number of bankruptcies one way or 
another and these bankruptcies with g iving this k ind of d i rection and assistance in  managerial sk i l ls ,  
then when the bankruptcy does occur  at least you can then be assured that the bankruptcy occurred 
because the busi ness was not viable and not because somebody may have misused the money. So 
that a fairly h igh rate of bankru ptcies and d iff iculties in businesses in that area can also be 
anticipated much more so than in any other area. 

So it's a combination .  You've got to spend a fai r  amount to assist in developing these managerial 
sk i l ls  if you're going to develop any kind of success in the North and then you've also got to 
appreciate that you're tak ing fai rly high risks in  qu ite a n u mber of these businesses. So you' l l  have 
q u ite a few bankruptcies and they are leg itimate bankruptcies and it's a q uestion of, do you take the 
risk or you don't take the risk and natu ral ly if you don't take the risk the busi ness wi l l  not be avai lable 
there and also whatever education has been provided wi l l  also not be avai lable, so it 's a combination .  
There's the  expense of  operating i t  and then it's a more risky business. 

MR. WILSON: Yes, I see, I see. So you r  comment hasn't really changed from the previous year, it is 
a h igh-risk venture? 

MR. ZIPR I CK: Yes. Previously when we were concerned was that there was not enough spent i n  
this accountabi l ity and managerial side a n d  when their d ifficult ies were being encou ntered w e  could 
not assess as to whether the d iff icu lties were because the business was not viable or  because 
somebody was, you know, al lowing assets to be abused and m isused and whatever have you . 

MR. WILSON: Yes. 

MR. ZIPRICK: Wel l ,  now we're bas ical ly satisfied, we're away with that k ind of mon itor ing and 
controls that there are,  we' re satisfied that the accountabi l ity is there, but the businesses sti l l  run i nto 
d ifficu lty so then we know that they ran i nto d ifficu lty because of their viab i l ity and not because of 
other reasons. 

MR. WI LSON: Yes, that's rig ht. Okay. 

MR. CHAIRMAN: A ny further questions on Page 2 1 ?  Page 21-pass; Page 22. M r. Cherniack.  

MR. CHERNIACK: M r. Chairman,  I want to deal  with the budgeti ng Accounting and Report ing to 
Leg islature section of the report at this stage. I want to,  fi rstly, rem ind M r. Z iprick that a few years ago 
we changed in  an experi mental way, we changed the form of presentation of Estimates for, I th ink,  
three departments to conform with, I th ink,  it was Alberta or O ntario, some of the other reporting 
provinces which was considered to be a g reater opportu nity to understand the p resentation of 
Esti mates. And i f  M r. Z i prick is aware of that,  is he a lso aware of the fact that the M LAs took l ittle 
advantage or seemed to real ize no benefit from the fact that there was a change in  the report ing 
presentat ion form? I f  that is the case, what is he saying now? What is he suggesting other than say ing 
that it's not improved? 

MR. CHAIRMAN: M r. Z i prick. 

MR. ZIPRICK: Wel l ,  Esti mates is the one side on ly and adm itted ly if we are going to get a better 
system of accountab i l ity we have to have the Estimates that defi ne the objectives and commitments 
of what's expected to accom plish from those Est imates much more c losely if we' re going to use them 
to mon itor the accountabi l ity of the expend itu res. 

But then there is also the other side, that you've got the Esti mates, then the expenditures have to 
be l i ned up and produced so that they match off agai nst the Est imates. You've got to come outwith a 
variance of over and u nder expend itu res in the various categories so that you can make reasonable, 
analytical assessments and conclusions to arrive at these variances, and on the basis of that 
determine how the costs are runn ing and if there are overruns, why there are overruns and in  what 
area? This is the area of concern,  and the concern that was expressed a number of years ago and I 'm 
fu l ly aware that there was an attempt at  im proving the Est imates. 

I am also aware that there wasn't that much interest but as far as I am concerned when I take a look 
at the accountab i l i ty for this large amount of expenditures and the control over it w ith regard to the 
Esti mates and real ly expla in ing in  the Esti mates, not just in a general way but in  fai rly specifics, 
what's expected to be accompl ished and then measuring that against actual performance, that we' re 
far, far from what would be a satisfactory approach for th is k ind of operat ion.  

MR. CHERNIACK: Wel l ,  M r. Chairman, I remember seeing - I th ink  it  was M ichigan - is i t  that 
state that has voluminous reports? 

MR. ZIPRI CK: That's one of them. 
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MR. CHERN IACK: Wisconsin ,  W isconsin .  I s  that what M r. Z iprick is recommending and is he 
conti nu ing to recommend it in  the l ight of the system which we operate under now? 

MR. ZIPRICK: Well what I have been recommending,  or started recommending about five or six 
years ago and sti l l  recommending ,  is the same thing that the Auditor-General of Canada is 
recommending and steps are being taken, and other P rovincial  Auditors have been recommending 
and i n  the process that is going on in the U n ited States there is a concern for m uch better 
accountab il ity and measu rement of expenditures and their effectiveness than there is now. 

MR. CHERNIACK: Wel l ,  aud itors are recommendi ng much more extensive reviews. What 
jurisdiction in Canada have undertaken more than Man itoba has to g ive the fu l ler  or the better, or the 
improved methods, which Canadian j u risdiction has a better system for that? 

MR. ZIPRICK: Well O ntario has done q u ite an extensive amount of work i n  there; it's revamped its 
Esti mates even fu rther. lt is also revamping its accounting to tie up with the Estimates. C anada now is 
getting deeply involved in the area. So I wou ld say O ntario, Canada, Quebec . . .  Alberta has done 
some substantial changes in the last year. I just saw thei r 1 977 Publ ic Accounts .  They have 
substantial improvements in there. B ritish Colum bia is organiz ing to move. So, you know, they are 
not u nduly advanced, there is  no particular one that is unduly advanced over us as yet but if we don't 
move they wil l  be. 

M R .  CHERN IACK: But you do agree that when we tried it it was not accepted by the M LAs as a 
useful tool .  

MR. ZIPRICK: The Estimates, I agree. 

MR. CHERN IACK: S i nce you are no doubt working closely with government are you aware whether 
government is  pick ing up you r  suggestions vis-a-vis this current Estimate review? 

MR. ZIPRICK: I have been advised that substantial ly in a number of areas they are mov ing in that 
d i rection but to what extent, M r. C raik wi l l  have to . . .  

MR. CHERNIACK: B ut with you r experience would you say that this wi l l  put a g reater t ime burden 
on MLAs? Wi l l  we have to work longer hours and harder to carry out you r  objectives? 

MR. ZIPRICK: No. 

MR. CHERNIACK: Like is this going to be a ful l-time job? 

MR. ZIPRICK: No,  as I envisaged, both the Estimates process and this review of the Publ ic 
Accounts would be much more effective in  that the presentations wou ld be much more objective, 
would explain the variances wherever they are and you cou ld  do a much better job in a shorter period 
of t ime. 

MR. CHERN IACK: A shorter period. M ay we ask the M in ister of F i nance if he has had an 
opportunity yet to i nvestigate the recommendations by M r. Ziprick and whether there is an 
opportun ity that we can look forward to to imp rovement in  this way in this  coming Estimates year. 

MR. CHAIRMAN: M r. C raik: 

MR. CRAIK: Yes, we've been look ing at it, M r. Chai rman, and to go back to M r. Cherniack's earl ier 
comment about this com mittee having had examined it back several years ago, I don't think the 
committee at that t ime dec ided against it. l t  was left rather open. As I reca l l  there were sam ples 
c i rculated and we looked at them . I don't th ink that the committee in  assessing it, you know, really 
came down on one side or the other on the matter. l t  sort of faded i nto the backg round and never got 
f inal ized or dealt with. 

MR. CHER NIACK: I 'd l i ke to, if I may, rem i nd M r. C raik that it is  not this committee, this comm ittee 
saw it origi nal ly. B ut we actually d id it in the Est imates process in the Committee of Supply where for 
th ree departments we had concurrent booklets, one i n  the old form and one in the p roposed new one. 
And after doing it for a complete Esti mates year, we found that the reference was always to the old 
system and the new one was not looked at al l  by MLAs. l t  is not this committee. H owever that is 
something that I am sure the M in ister would want to discuss . . .  

MR. CRAIK: But this comm ittee spent a fai r amount of t ime i n  looking at the format. I guess it must 
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have been in advance of it being tried in the House. 

MR. CHERNIACK: That's rig ht and then we did it. 

MR. CRAIK: B ut we have been look ing at it and we've been attempti ng to, you know, pick out as 
many items as possible out of the Aud itor's Report to review and th is is one of them and we've been 
looking at changes for Estimates p resentat ion as wel l .  

Now, I don't know whether you want to  deal with that here on the  same item.  In  add ition to that this 
:t l l  comes under the Department of F inance - although I guess i t  i s  the next i tem,  Comptro l lersh ip  
function. We've tried to  rectify the  concern that the  Aud itor has  mentioned here about the  lack of  
f inancial analysis because of the  non-staff ing of  some of  the  positions in  the  department. That has 
::>een started on and some of the positions are now being f i l led.  And I th ink in genera l  on these items 
the only bottom-l i ne statement we can make on these pages, although members certainly want to 
ook at them one by one, is the p roof of the pudding is if in fact the report is the same next year. And 
11ost of these items we have taken very seriously, we' re looking at them and intend to make a number  
) f  changes. The presentation style of  the  Est imates is one of  them. O n  matters that refer to  the  Pub l ic 
1\ccounts or the format of the Pub l ic Accounts we would want to come back some t ime d u ring the 
>ess ion and discuss i t  with this committee. 

MR. CHERN IACK: M r. Chai rman , s i nce M r. Craik al ready led i nto the comptro l lersh ip function 
:tspect, I would l i ke to ask him whether he can assu re us that the freeze of which we hear so much and 
:he reduction in  staffi ng of Civ i l  Service wil l  not affect the item referred to by M r. Z iprick to the extent 
:hat the department wi l l  cont inue to be adeq uately staffed, that there wi l l  not be any red uction in man 
tears appl ied to this comptrol lersh ip  function ,  so that we can be assu red that there wi l l  be a 
�ont inuat ion and improvement as M r. Z iprick expects. 

VIR. CRAIK: Yes, wel l  the posit ions referred to, as you are probably aware, M r. Chern iack , or  M r .  
v1 i l le r  w i l l  b e  aware, existed there. l t  wasn't a case o f  creating new posit ions, i t  i s  j ust that the 
tacancies were there. 

VIR. CHERN IACK: Wel l ,  yes, but my point is, accord ing to what I read in  the newspaper and that is 
:t i l l know about it , that there is a freeze that no vacant positions are to be fi l led . I 'd l i ke an assu rance 
hat that does not apply to this comptrol lersh ip  function. 

!IIR .  CRAIK: Well even the fi l l i ng of these posit ions keeps the total complement under the 90 
>ercent level of the positions involved . I mean there are sufficient positions in F inance alone where 
h is  doesn't affect and this is one area i n  which we have moved . There have been some positions 
i l led, not only in F inance but otherwise as wel l ,  positions that were conside red to be crit ical 
>ositions. 

JI R .  CHERN IACK: M r. Chai rman , I don't know what this 90 percent f igure is ,  I am not 
�nowledgeable of that. 

JIR. CRAIK: Well i t  is basically the posit ion,  the 90 percent rule that you had appl ied in the former 
JOvernment. 

JIR. CHERNIACK: l t  so happens that I had noth ing to do with applying it  so I don't have to know 
vhat it is.  A l i i want to know is whether al l  posit ions for which there has been an a l location made in the 
inancial analyst area have been fi l led and if not, is there any restriction on their be ing f i l led so that 
hey cou ld comply w ith M r. Z iprick's comments? 

IIIR .  CRAIK: Wel l  as I i nd icated, M r. Chai rman, they are bei ng f i l led ,  some have been f i l led. B ut 
hese people who are being referred to here are not found overn ight.  They are pretty h igh ly qual if ied 
•eople and they are not . . . 

n R .  MI LLER: And you don't pay enough. 

nR. CRAIK: They are p retty h igh ly q ual ified people and I expect that they wi l l ,  if they are avai lable, 
t i l l  ent i rely be f i l led. 

nR. CHERNIACK: So we are assured - I i nterpret this to mean that there is an active effort being 
1ade to f i l l  a l l  the posit ions and there is no intention of reduc ing the staff com plement in th is  
epartment, I mean the comptrol lersh ip  funct ion,  the f inancial  analyst area. 

nR. CRAIK: Yes, they are a l l  bul letined now. 

nR. CHERN IACK: They are al l  bu l lenti ned and there wi l l  be no restriction or no freeze. You know if 
te have that assurance then I have to ask M r. Z iprick if he is satisfied that there wi l l  be adequate 
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MR. ZIPRICK: As M r. Craik ind icated there is a bul letin o ut for four positions here and I understand 
there has been a very good response and they are hold ing the board, I th ink ,  on this coming Friday 
and there looks l ike a good ind ication that there wi l l  be success in obta in ing the four people 
necessary to fi l l  these positions. 

MR. CHERNIACK: When that is done then do you bel ieve they will be adequately staffed to carry 
out the function that you describe on Page 22? 

MR. Z IPRI CK: Yes, it w i l l  certa in ly go a long way. Now I can't pre-commit myself on the results but it 
w i l l  certain ly go a long way toward a l leviating the s ituation that exists now. 

MR. CHERNIACK: Can we be assu red to the extent that if it is not adequately staffed that you wi l l  so 
inform us? 

MR. ZIPRICK: Oh I can assure you without any hestitation that if  the situation is u nsatisfactory 
there wi l l  be a report next year. 

MR. CHAIRMAN: M r. Wi lson. 

MR. WILSON: I find it interesting that members opposite, after Mr. Z iprick reporting this for five 
years, are now encourag ing action.  This possib ly is one of the most important comments by the 
Auditor and when he again after five sol id years says they want to assure the publ ic that they're 
getting fu l l  value  for money spent and talks about some of the red tape that I a l l uded to and what have 
you ,  and I th ink that the establ ishment of this committee who, I submit, does a d i fferent role than an 
MLA examin ing the Estimates can certa in ly by the very establ ish ment of the comm ittee monitor the 
value. I think we would operate and carry out our d uties a lot less expensively than a g roup of 
eff iciency experts and I th ink after possib ly next year we could evaluate the role of this committee 
and the MLAs on it as to what they've accompl ished because it seems to me to be one of the most 
major  ways of getting Cab inet to act. By that I mean changes in pol icy. Now I know Cabinet deals with 
a lot of m inute detai ls and smal l  th ings and much to my surprise, again I j ust noticed a smal l  item of a 
number of purchases of coffee and I a l l uded to the fact that what is the government's pol icy on coffee. 
Now I know it is humorous but the point is that if you get into moving compan ies, if  you get into the 
pu rchase of coffee, or  whatever you get into, you f ind out that the Cabinet is not aware or wi l l  
i nvestigate through the Aud itor's comments that many many people through it becoming morally 
acceptable seem to feel that they haven't got the money in  their pocket to pay for the i r  own coffee so 
therefore they wil l  just submit the b i l ls  to the taxpayers. 

So whi le  these are smal l  detai ls I th ink  the establishment of this committee would a l low us to get 
into the g rey books and by the very examination of those expend itures raise questions that would 
help not  on ly  make government more eff icient but  cause a reth ink ing on behalf of many senior civ i l  
servants and possibly pol iticians as to why they are here, what they are do ing and the i r  role in  
protect ing the taxpayers' purse. So I th ink the very fact that th is  committee would be a l lowed through 
requests to the Department of  Finance to do some of the work themselves and not t ie u p  expensive 
civil servants. I am qu ite sure that I for one would welcome the chal lenge to be able to cause some 
changes that would effect savings because i n  my area I am fighting to save a hospital ,  I 'm fighting to 
avoid cutbacks in  day care, I 'm fighting for adolescent psych iatr ic care for j uveni les and I have to 
explain to the women why they're getting roughed up and everything on the streets because these 
juven i le psych iatric people are runn ing around the streets because there is  no where to put them. 
And these are the kind of things that if I can do my job and save $200,000 or $300,000 then I would 
expect when I come forward for recommendation for my constituency that would be l istened to 
based on the fact that I could say I 've caused these changes to happen . 

1 don't th ink M LAs, the nature of the animal ,  is going to, between sessions, un less they are on a 
committee, going to take the t ime to investigate the Pub l ic  Accounts thorough ly l ike M r. Z iprick is  
a l lud ing to on Page 22 where he says that we have to have more control and effective accountabi l i ty 
for some of these expenditu res. I th ink it is a very i mportant message that he is g iv ing us here .  

MR. M ILLER: Well ,  M r. Chairman,  I wanted to comment - I  th ink Mr .  W ilson commented about the 
fact that he f inds it strange that the members of the former g overnment are sitting on th is  s ide of  the 
H ouse and suddenly they're asking questions on the comptrol lersh ip and the function and the 
staffi ng of  the comptrol ler's office -1 am wonderi ng whether the chairman or the present M in ister 
wou ld enl ighten M r. Wi lson that in fact the staff man years to increase the size of the office were i n  
fact passed a t  the last session,  and I can tell h im that a n  attempt was made to f i l l  them and was 
bul letined but the number of app l icants were very very low and apparently because the salaries 
offered weren't that attractive. I find it interesting that now there are apparently more appl icants than 
in the past which maybe ind icates what's happened in  Man itoba in  the last few months where any sort 
of job is obviously now something you g rab onto. B ut I am j ust guessing at that. 

1 want to j ust say to the M i n ister that if  the M in ister would look back to 1 974, 1 975 where the new 
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1 rmat i n  the Esti mates, it was the year 1 974, 1 975 that two or three departments, the new format i n  
1e Estimates was put forward to the House, and that was the reference made by M r. C hern iack, but 
; was ind icated the H ouse d idn 't appear to g ive too much attention to them, they prefer to use the 
d format that they are used to and found it more effective than the new format which set out 
)jectives and so on and so forth and which we thought at the t ime would be more advantageous but 
e members d idn't seem to take advantage of it . 

IR.  ZIPRICK: I 'd just l ike to comment on the format of the Est imates. Now the format of the 
;t i mates in this summary form and any improvement is  fine but what I was suggesting a l l  along is 
at there should be more supportive information g iven beh ind the Estimates and the kind of 
formation, the black books that are assembled, I can't see anyth ing wrong with putting together 
1d maybe refin ing them and submitti ng them to the Legislature as a support to the summary of the 
;ti mates. So thai then they cou ld  be stud ied and the i nformation would be avai lable in much more 
1derstandable form as to what's beh ind there. 

Now I know that the Department of Health and Social Development have on the i r  own accord 
rppl ied q uite a bit of add itional information. A number of M LAs mentioned to me that it was very 
l lpfu l . l th ink it's much better to have the information before you a l ittle whi le beforehand so that you 
tn review it and th ink about it rather than have a summary and then the M i n ister has to provide from 
black book a lot of deta i l  that's been l isted and queried back and forth .  So in the f irst instance it 
>esn't have to be a very elaborate expansion and at a subm ission of these I would j ust introduce 
J idel ines for departments so that there is some consistency but leave a fai r amount of in itiative for 
tch department and natural ly the department that does a better job of supp lying the deta i l ,  that it's 
ltter understood by the taxpayers and by the M LAs, would be setting the pattern for others to 
l low. So I th ink  with th is  k ind of an in it iative we could come up with something that would be m uch 
ore informative, constructive and then this k ind of esti mates could be used as a measuring guide of 
nat is actual ly performed. 

R. M I LLER: M r. Chairman, I bel ieve that M r. Z iprick ind icated that the O ntario system was 
methi ng that we should of try to emu late and what I was trying to say was that in fact we introduced 
ry si m i lar to the Ontario system in 1 974-75 fiscal year, the Esti mates at that time, in two or three 
1partments and that's what was being referred to. l t was very s imi lar to what the Ontario system was, 
..vas based on the planned program budgeting system and that was the attempt made at the time. 

R. ZIPRICK: Yes, wel l that's the summary and I know that O ntario is not happy w ith the backup 
3terial and they are i mproving on thei r backup materia l ,  so the summary was f ine, there was 
provement but you can only go so far in summaries.  i t's the backup material that real ly should be 
ai lable and Ontario d id n't have it, I don't th ink they sti l l  have it but they are work ing on it. 

�- CHER N IACK: Wel l ,  M r. C ha i rman, I want to come to th is in a m i nute. I j ust want to suggest that 
1ybe it's a su rprise to M r. Wi lson to know when he speaks of the estab l ishment of this committee 
3t it was establ ished long before his memory would serve h im and it's only a p ity that we had to l imp 
>ng  these last eight years in  that time without the benefit of  h is part ic ipation.  M aybe now he can 
come M i n ister in  charge of Publ ic  Accounts . . .  

F L  M ILLER: He can be h i red as a comptrol ler, I 'd say. 

�- CHERNIACK: A comptrol ler? No, I 'd  leave it to the Premier to make h im a M i n ister and have 
s responsib i l ity - and he ag rees with that, M r. Chai rman - so there we have h is acceptance of the 
pointment. 

On the matter raised in  reference to this eas ing of the method of judging the Estimates , in  effect I 
nk that M r. Z ip  rick is referring to possibly the M in ister's book being d istributed to a l l  M LAs or 
tnagement Comm ittee's review of the programs as reviewed for Estimates. Is  it that k ind of 
ormation? You yourself have been trying to get that i nformation. Do you have it  now? 

l .  ZIPR I CK: Yes, it's access ible to us. i t's pretty good, it  cou ld  stand some refinement but, you 
ow, being accessible to us, as far as I ' m  concerned, unti l  it becomes a publ ic  document is that it 
tlly becomes a much more substantive commitment, that that's what it is. N ow it should not be 
nsidered completely inflex ible even when it becomes a publ ic document because after a l l  it's an 
imate but then if changes are made there should be some reasonable explanation as to why 
mges are made, and I th ink through that k ind of an information we can then do our job much more 
:ter to see that whatever is bei ng spent is being spent for what the Leg islature intended it to be 
mt because right now with the vague, general k ind of appropriations that are approved, there is 
t real ly no way that we can make any k ind of assessment of any consequence because these 
)end itures could fit in  al most anywhere. 

l. CHERN IACK: Then, M r. Z i prick, what you're suggest ing is that we fo l low sort of l ike the 
>consin or the American system where a l l  the departments file with the Leg islature what they think 
i r  needs are and then have the Leg islature rev iew them and set the amounts. That would in effect 
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be what would happen if Management Committee program reviews were p resented to a l l  M LAs, and 
the M inister's book which contains a l l  that information,  but what you' re suggesting would be a good 
way of management. 

MR. ZIPRI CK: That's right. 

M R .  CHERN IACK: Well that's interest ing and I am sure the M in ister of F inance has heard you r  
suggestion,  I am looking forward t o  hearing h i s  comments, whether w e  get them now or later. I s  the 
M i n ister prepared to consider accepting the recommendations of . . .  ? 

MR. CRAIK: Well in the go-arounds that we've had, we've looked at the options that have been 
d iscussed here. I th ink probably what people that have been through the operation of the C hamber 
would probably recog nize is that the Estimates book, even as they are now, during Estimates debate 
provide and have to continue to p rovide a p retty wide range tor members to do their questioning and 
a fai r latitude tor them to get i nto areas and often get off track as tar as that goes in  the exchange that 
takes place in  the comm ittee stage of Estimates review. And probably from what we've seen that if we 
want to improve the accountab i l ity of the government to the Chamber and the Chamber to the 
population, and generally through the M LAs, that perhaps one of the best veh icles would be to 
p rov ide some sort of backup to the existi ng House book by way of members' house books to g ive 
some expansion of what's there and those who wish to fol low up the deta i l  and use it  could and it 
provides contin u ity with what has been the p ractice, what the basic p ractice has done over the years 
as it  now exists but g ives that added i nformation by way of supplementary information on the 
prog rams that are in  the book. 

MR. M ILLER: That would be a summary. 

MR. CRAIK: This wou ld real ly be a two edition type of Est imates but that's about as tar as we've 
gone. Now we're not going to have that in preparation tor this session anyway so we w i l l  have another 
opportunity to probably d iscuss th is again ,  as I indicated. B ut of all the options that have been 
available that appears to be the one that has recommended itself so tar, but that's weighted pretty 
heav ily by the th inking of people who have sat in the Leg islature and seen the way it operates rather 
than from the pure accountab i l ity point of view, from the P rovincial Aud itor's point ot v iew. So I th ink 
you have to have some sort of  perspective on how the House operates before you come to a f inal 
decision on a basic change in  format. 

MR. CHERN IACK: M r. Chairman, I want to make it clear that I am not playing pol itics in  this 
d iscussion, I th ink it 's much too serious. I have d iffered from the Auditor's point of view by fee l ing in 
my own mind that there's a d istinct d ifference between the American leg islative system of 
government and Canad ian,  and that there is much more accountab i l ity requ i red from the Cabinet 
under the Canadian system of law making and legis lation than there is in  the U n ited States where the 
party system and the responsib i l ity of Cabinet is much g reater in  the Canadian system.  I would not 
l i ke to see that watered down by turn i ng over to the Legislature a function which I bel ieve is that of 
government itself and therefore I am pleased that M r. C ra ik  sees some advantage part of the way but 
not all of the way. I think that's very i mportant to explore that and may I suggest to M r. C raik that a 
mock-up of the k ind of thing he's th ink ing of tor any department would be of use by this comm ittee 
i nter-sessional next year or this calendar year but after the session to see whether we cou ld  explore 
this. Because I do bel ieve that M r. Z ip  rick is ask ing tor a d ifferent type of information which cou ld  be 
abused by people who are polit ical .  For example there are members on both sides of our  Leg islative 
House who would use this material to pol itical advantage without a truly s incere des i re to get a fu l l  
exposition of the prog ram and develop it. I sa id it on both sides of the H ouse although I may have 
trouble visual izi ng which side of the House is more inc l ined to that type of person .  

I don't real ly bel ieve that it  can be taken out  of  that adversary system that we have but I th ink that 
M r. Craik's description of what could be possible wou ld be of value and should be exp lored. -
( I nterjection) - I know but let h im see what he could do because we d id ,  we d id it . 

1 may remind h im ,  as I recal l ,  we d id .  Alberta, O ntario and Quebec in  separate p resentations, and 
then 1 think it was this committee that d id n't vote but I think they p icked one of the three as being the 
one that might be most useful and we then d id that method tor three departments. N ow I don't th ink 
that they were as extensive as M r. Z ip rick described nor as extensive certain ly as M r. C raik  described 
but they were an effort, and I watched with some d isappoi ntment the fact that the opposition d idn't 
use those at all but set them aside and went by the old tried system .  Wel l maybe it's worth trying again 
and I would rea l ly encou rage M r. C raik to try again and see whether the new O pposit ion can better 
adapt to a change. 

MR. CHAI R MAN: M r. Z iprick. 

MR. ZIPRI CK: I would j ust l i ke to ind icate that although I agree it would be something l ike the 
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.merican system, I wasn't suggesting the American system. I was suggesti ng essential ly what M r. 
: ra ik  had said ,  that the Estimates that are voted be along the present l ines i n  some reform, that the 
ackup material be provided to the members of the Leg islature and avai lable to the publ ic  in m uch 
1ore detai l ,  something l i ke what i s  suppl ied to  Cabinet. Then th is  backu p  material wou ld  be j ust 
1formation that could be stud ied and used to consider the Estimates and then the Estimates voted. 
his backup material would not be voted and be f irm, it  would be sti l l  flexib le and subject to change 
ut it would be avai lable there so that when the Summary Estimates are considered for each 
epartment that backup material could be used and it would also be avai lable to the pub l ic . 

• R. CHAIRMAN: M r. C raik .  

IR. CRAIK: I was j ust going to say, Mr .  Chairman,  that we haven't really considered the 
resentation of the Estimates as sort of the top priority in  deal ing with the recommendations of the 
rovincial  Aud itor. Although we've paid heed to h is  recommendations, we've been addressing 
u rselves primari ly to some of  the other areas that we felt were more i mportant such as the 
omptrol lersh ip function .  All I 'm attempting to say is that we haven't considered i t  a p riori ty at this 
oi nt to get it done for th is session.  

IR.  CHERNIACK: I 'm  very pleased with what M r. Cra ik has said.  

IR.  CHAIRMAN: Are there any fu rther q uestions on Page 22? Page 22 - passed. Page 23 - M r. 
1a lbra ith. 

IR.  GALBRAITH: What I was referring  to is actual ly on Page 24 but it deals with accountabi l ity for 
rants and transfers. The last parag raph, "Except for mu n ici pal ities there were no management 
�ports from the aud itors avai lable for our inspect ion." F rom this paragraph are we led to bel ieve that 
Jur department wou ld l ike to see management reports from hospitals and schools as wel l as from 
1e mun ic ipal ities? 

IR. Z IPRICK: Yes. 

IR.  CHAIRMAN: Are there any further q uestions on Page 23? M r. Cherniack. 

R. CHERN IACK: M r. Chairman,  may I ask whether the government has considered this 
!COmmendation and what their reaction is.  

R. CRAIK: No,  we haven't at this point g iven any priority consideration to it but we certain ly 
�ven't ignored it in terms of the long term.  

R .  CHER NIACK: One other question.  I 'm j ust looking to  see whether the  Aud itor aud its any of  
ese. Do you aud i t  any of  the  hospitals or schools? 

R. Z I PR I CK: No. 

R .  CHERNIACK: You don't aud it any of these and you now want to have a review process of thei r 
Jd it ing requ i rement. 

R. ZIPRICK: Yes, I th ink that there should be a review process through the government in  the 
lg islature much along the same l ines as mun ic ipal it ies.  I just can't understand the incons istency 
ltween the munic ipal it ies ,  the hospitals and the school d ivisions. The size of money involved is the 
.me or g reater. When the control over mun ic ipal it ies and accountabil ity is much more stringent 
an for hospitals and schools, to me it's a pretty serious inconsistency at least to the extent of 
aking them comparable. We don't audit any m unic ipal it ies either but there is  a control section in the 
un ici pal Affai rs Department that gets reports from the auditors, management reports. They are 
ai lable also to me, we can exam ine them and if there are any management weaknesses that are 
parted then the department fo l lows up.  There isn't the eq uivalent for school d ivis ions and for 
>sp itals there is an inspection that is carried out by the Health Services Commission of thei r  own i n  
ldit ion t o  the aud itors. Now I th ink t o  that extent probably the use o f  the aud itors i s  not being 
i l ized ful ly i n  that management's reports are being made to the board of d i rectors - at least I 
sume they are being made to the board of d i rectors. The Health Services Comm ission inspectors, I 
m't know to what extent they use them but I 'd certa in ly l i ke to see them in Health Services 
)m mission and be used as a means of the outside aud itor, what he th inks of the management area. 

R. CHERN IACK: Doesn't the Man itoba H ealth Services Commission review hospita l  accou nts? 

�- MILLER: All hospital budgets. 

�- Z IPRICK: They review all hospital budgets, they have thei r own inspectors, but their audit has 
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been centred on specific compl iance to meet the federal expend itures and whatever-have-you .  They 
have not been carrying out aud its of the k ind that for instance we do or the auditor  does and so they 
shou ldn't because there would be dupl ication. B ut the aud itors carry out the audits ;  there are no 
management reports requi red to be submitted to the Health Services Commission and I think there 
should be. 

MR. CHERNIACK: Wel l  then you're not asking for the right to do it, you're ask ing that the Health 
Serv ices Commission should be doing it to a greater extent. 

MR. ZIPRICK: No, I ' m  not suggesting that we get involved in doing the audits of either the school 
d ivisions or the hospitals. I 'm j ust suggesting that the present aud itors, one is that thei r terms of 
reference be more specific because there's an inconsistency with the terms of reference in the 
leg islation ,  in  The M unicipal Act,  to the aud itors now appointed as aud itors for a mun ic ipal ity are 
broader than the terms of reference under the H ealth Services or the H ospital Act and the School Act. 
Their  terms of reference cou ld  be b roadened to include someth ing along the l i ne that the 
mu nic ipal ities have and then ask them to make a report. There would be no need to carry out another 
audit .  Their aud itors are as q ual ified as we are o r  the auditors of the H ealth Serv ices Comm iss ion . l t's 
just a question of mon itoring and getting the information .  

MR. CHERNIACK: I assume that a l l  of  that is  covered under  you r  Exh ib it 10  at  the end of  the book. 

M R .  ZIPRICK: What's that? 

M R .  CHERN IACK: Your Exh ibit  1 0  at the end of the book deals with leg islat ion. 

M R .  ZIPRICK: That's right. l t  shows the inconsistencies q uite c learly. 

M R .  CHERNIACK: Do you have recommendations, specific ones, for the changes that you th ink 
ought to be brought in? 

M R .  Z IPRICK: Wel l  O ntario, Alberta and B . C . ,  Canada have recently come u p  with a new Legis lative 
Aud itor Act that requ i res the legislative aud itor to oversee the accountabi l ity in a b roader sphere 
inc luding these kind of expenditures. I f  that k ind of step was taken, as has been taken in the other 
places, then th is legislation would not have to be expanded, it would be al l  covered under The 
P rovincial Aud itor's Act. 

MR. CHERNIACK: Then you do want to do the audit ing. 

MR. ZIPRICK: No,  it doesn't prescribe the aud its. H e's j ust requ i red to look at what the other 
auditors are coming u p  with and then report to the Leg islature if it 's u nsatisfactory. B ut he doesn't 
have to do the audit. 

M R .  CHAIRMAN: M r. O rchard .  

M R .  ORCHARD: I th ink bas ica l ly you r  past comments have maybe answered m y  q uestion .  M y  
question was arising o ut of the f i rst paragraph where you indicate that there has been sign ificant 
imp rovement in  the departmental mon itoring procedures but the accountabi l ity to the Legislature for 
these substantial expenditures of publ ic funds by other entities is sti l l  u nsatisfactory and 
inconsistent, etc. You've I think dealt with that. 

MR. CHAIRMAN: Any fu rther q uestions on Page 23? Page 23-passed, Page 24-passed, Page 
25-passed, Page 26-passed . Page 27 - Mr .  M inaker. 

MR. M INAKER: M r. Chairman, I wonder if M r. Z iprick could advise us if when your  aud itors are 
aud iting the books of the various departments do they look at the contracts that say a department has 
with a supply company or a contractor, when they' re doing the aud it? 

M R .  ZIPRICK: Yes, they do. I wouldn't say they look at all contracts but we look at sufficient 
contracts to satisfy that what is being done is satisfactory. 

M R .  M I NAKER: Would you then know if, in the instance of the Church i l l  P re-Fab H ousing P lant 
contracts, in particular the ones with Man itoba Housing and R enewal Corporation , were they f i rm 
price contracts? 

MR. ZIPR I CK: I th ink they were, yes. 

MR. M I NAKER: They were firm price contracts. Then if in the instance of . . .  say the Department of 
H ighways had a f i rm price contract with a contractor to do a highway and he came back to 
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renegotiate prices, what wou ld your reaction be to that if  in fact the p rices were j ust renegotiated? 

MR. ZIPRI CK: i t  wou ld depend on the c i rcumstances and if  renegotiation is j ustified . N ow in this 
situation it 's an unarm's-length situation substantial ly and particularly in  these contracts with the 
Manitoba H ousing and Renewal Corporation, if  the rates that were q uoted were too low - and it's 
obvious that they were too low - your partic ipation with the mortgage housing corporation, CMHC,  
may not be as much as it should be. So there probably should be every reason why it wou ld be 
reasonable that there should be renegotiat ion.  

MR. M INAKER: Did  your department question the renegotiated contract? 

MR. ZIPRICK: We've been examin ing this, the course of action that's being taken but it's 
substantial ly internal ,  largely somewhat internal and the big th ing is: the higher prices, wou ld they be 
acceptable to CMHC? If they are then CMHC as a more independent party wou ld feel that the f i rst 
contract was out of l ine for whatever reason. 

M R .  M INAKER: M r. Z iprick, if I understand correctly in  here, last year there was $988,340 worth of 
contracts with MHRC and then at the end you ind icate that a n umber of contracts were renegotiated 
and increased the p rices by $568,752.00. Does that mean that the contract then went to $1 .4 m i l l ion or 
thereabouts? O r  $1 .5  m i l l ion for those houses? 

MR. ZIPRI CK: I guess if that's what it wou ld add up to, yes. 

M R .  M I NAKER: So in actual fact it was increased by some 50 percent or more .  

MR. CHAIRMAN: O rder please. That wasn't on the record . Wou ld  you mind repeating that so it's 
recorded. 

MR. ZIPRI CK: Yes, I ' l l  j ust repeat it for the record . This here is only a tag end of expenditures for 
much larger contracts. I f  you'd look into last year's I th ink  there was someth ing l ike 4 m i l l ion or more 
involved i n  contracts, so it's a renegotiation over the whole b road area of these contracts, so that 
would pertain to a much larger g roup. 

MR. CHAIRMAN: M r. M i naker. 

MR. M I NAKER: Then why I raise the point, M r. Z iprick, is,  I was wondering if  there is a d ifferent 
attitude taken by his department when it involves inter-department negotiat ion or basical ly 
government-f inanced , i nternal ly-financed operations. I s  there a d ifferent attitude taken by the 
Aud itor when the fact that wel l  if this contract has been renegotiated with the Man itoba Housing 
Renewal Corporation, it 's com i ng back from the general funds anyway? 

M R .  Z IPRICK: Wel l ,  you see, I th ink that f i rst of a l l  when these contracts were gone into, there was 
no experience and then that's a question . . .  I don't know how, you know, when there's an unarm's . ­
length envi ronment, how you can create a completely arm's-length env i ronment artific ia l ly and say 
"that's it" . You've got to be inf luenced by the environment as it exists and th is is what had existed. 

Now the contracts let in the f i rst p lace, I don't know. If it was a completely arm's-length 
environment it cou ld wel l  be that there would have been a much more in-depth study to arrive at the 
price, but in  any event there was a renegotiation and as a matter of pol icy it was ag reed to to m ake the 
adjustments. 

On the basis of what we find it was not unreasonable, there was cost overruns but we can see that 
the contracts in the f i rst i nstance were not as real istic as they could be. 

MR. M I NAKER: B ut they were f i rm price contracts. 

MR. Z I PR I CK: They were f irm p rice contracts. 

MR. CHAIRMAN: M r. M inaker. 

MR. M I NAKER: That's all right now, thank you. 

MR. CHAIRMAN: I th ink this would be a conven ient time for us to adjourn. We' l l  come back to 
Page 27 when we come back tomorrow morn ing .  Committee is adjourned and stands adjou rned unti l  
10 a .m.  tomorrow morn ing .  
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