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IR. CHAIRMAN: Gentlemen, we have a quorum. We can carry on with the Public Util ities and 
atural Resources Committee reviewing the Manitoba Telephone System's annual report. Mr. 
ol land tells me that he has the answers to a few points that were raised at our last meeting on 
hursday last. Perhaps we could start by allowing Mr. H ol land to give some of those answers. Mr. 
ol land: 

.R. GORDON HOLLAND: Thank you, M r. Chairman. We have three copies of the recent decision 
' the Public Utilities Board deal ing with the System's application in November 1 978, and if it's 
Jitable, Mr. Chairman, we would provide these to the Clerk for reference by members of the 
)mmittee. 

We had a question last meeting about business service in Altamont, and we've confirmed that 
e can provide three private business l ines there by July 6th, with some conditioning of the service, 
1d I might say that with the Rural Improvement Program, we are building in additional facilities, 
1ch that we can provide this kind of service throughout the province in an improved fashion. 

A question was asked last meeting as to the date on which the external auditors appeared at 
e MTS offices, and to our best recollection, that was March 23. 

There was another question as to what revenue levels would be required to reduce the System's 
lbt equity level from the current 85 percent to 70 percent. If that were done over five years, the 
:timate is that it would require an additional $ 1 5  mil l ion per year over that period. If it were done 
rer ten years, about $8 mil l ion per year. And that would be incremental of course, to keeping 
1r revenues such that the present 85 percent is maintained over those periods. 

Another question was the proportion of debt charges as a percentage of our total operating 
venues, and in the year ending March 3 1 ,  1978, that was 23.2 percent, in  the year ended March 
, 1 979, 25.24 percent of operating revenues. -(I nterjection)- 25.24. That does not include 

nortization of foreign debt, of course. 
We had another question, Mr. Chairman, on the MTS board 's consideration of the report on 

1vernment organization and economy, which was made public in April, 1 978. I find that there is 
1 one discussion document. Several of the topics in  the report have been the subject of review 
· the board at virtually every meeting. If it would be suitable, I might comment on some of the 
�jor recommendations contained in  there, as they pertain to MTS. 

One that was referred to last meeting is that the office of Chairman should be separate from 
�t of Chief Executive Officer, and it  was the view that since that is a responsibility of the 
lutenant-Governor-in-Council, that it would be inappropriate for the board to study that in any 
tail. 
There was a proposal that each board establish an audit committee of the board, and that has 

en done recently at MTS and the appointments made. The membership wil l  be board members 
10 are not full time, and they will receive the external auditor's report for 1 978-79, which is now 
process. 
Another comment was the timing of financial statements, having regard to the Legislative 

mmittee meetings, the fact that we're now reviewing the report ending March 3 1 ,  1 978. We have 
!owed the practice for several years of providing the committee with updated financial information 
MTS this year, including information through March 3 1 ,  1 979. The report deals with foreign debt 

::1 debt equity ratios, and I think the board handling is best represented by the rate application 
the Public Utilities Board, which saw provision made for the foreign borrowings and the subject 
debt equity ratio was thoroughly discussed by the board before the Public Utilities Board, and 
1ir decision is available to the committee. 
There was a reference to rates of write-offs due to obsolescence or at least, apparently large 
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amounts of write-offs each year. We've studied that in considerable detail and there's a figure 1 
$39 mil l ion in write-offs noted in the Task Force report. One-sixth of that is attributed 1 
obsolescence, the rest of it is routine write-offs, and we have confirmed that our write-offs are low1 
than the other Canadian telephone companies. 

There is another reference to accounting treatment with Manitoba Data Services on Page 1 �  
o f  the report. That practice was adopted deliberately in order t o  record advances repayable fro 
Manitoba Data Services. lt was our view that there is full information published in the annual report 
and that any analyst who wishes can readily obtain other factors if he wishes to produ< 
those. 

That, Mr. Chairman, would be a brief report on the board's consideration of the Task Fon 
report. 

MR. CHAIRMAN: To the members of the Committee, on Thursday morning last when we recess1 
at 12 :30, I had a list of five persons at that time that had wished to participate in debate: 1\i 
Bostrom, Mr. Doern, Mr. Cowan, Mr. Gourlay, and Mr. Minaker. Mr. Doern, you are first on tl 
l ist. Do you wish to go first this morning? 

MR. DOERN: Mr. Chairman, I was interested in this whole question of cable, the business of tl 
owning of the Coaxial Cable, and some of the arguments, I guess, that have arisen with some 
the private companies and MTS, and then the other thing I wanted to d iscuss was the Teled< 
with the Chairman of Development of that. I suppose really what I want to do is ask for a gene1 
comment and maybe ask a few specific questions of the Chairman. 

There's been Valley Cable Television in  the news in  the past few months. Maybe I could st: 
by reference to a Free Press editorial of last October when the very interesting quotation was ma 
of Gordon Backhouse, whom I know, and Mr.  Backhouse apparently revealed, or - is he the Direc1 
of Marketing? - yes. lt was quoted first of all - the Director of Marketing - "that the Winnip 
Cable Companies were jamming signals to the rural part of the province, and then a quote frc 
Mr. Backhouse, that the Canadian Rad io Television and Telecommunications Commission 1 

probably have something to say about this caper." I wondered if you , Mr. Chairman, or � 
Backhouse, could explain why these companies are doing this and why MTS takes a dismal vi, 
of this. I 'm sure that the people in rural Manitoba take an even d immer view. But what was 1 
object of that exercise, and what proof do you have of it? 

MR. CHAIRMAN: Mr. Holland. 

MR. HOLLAND: Well ,  perhaps, M r. Chairman, since M r. Backhouse is quoted, it would be m' 
suitable if he commented on that incident. 

MR. CHAIRMAN: Mr. Backhouse, would you like to join us at the corner of the table here c 

use microphone 1 1 ?  

MR. BACKHOUSE: Mr. Chairman, the event that Mr. Doern is referring to had to do with the turn 
up of cable service to the first four of the 29 l icenced communities in the province, and that act 
was taken by the Winnipeg cable operators in scrambling the signal at Tolstoi after Manitc 
Telephone System connected the service through to the four communities. Incidently that acti• 
happened on one occasion only, over a September weekend. The jamming started on a Friday ni 
and was removed Saturday afternoon, the next day. And the reason that we were given for 
action was that the Winnipeg cable companies were not aware that the turn up of the syste 
in those four communities was authorized by CRTC, and that all of the conditions that CRTC I 
requested had been, in fact, complied with . And in the days immediately before the turning u� 
the signal, MTS had approval from C RTC and DOG for proceeding with turning the signal c 

MR. CHAIRMAN: Mr. Doern. 

MR. DOERN: So 1 assume that MTS's interest in all  of this in  terms of television is only with ea 
it's not through the air transmission. 

MR. BACKHOUSE: Yes, that's correct. 

MR. DOERN: Right. it's also been indicated that cable customers in Winnipeg may be made 
can be made the subject of a special tax levied on them to the extent of another $7.80, to subsi' 
rural customers, and this has been criticized in some quarters and so on, and can you brin� 
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p-to-date on what cable television throughout the province means in  terms of monthly rates, and 
lso whether there will be a surtax or additional charge to Winnipeg cable customers? 

IR. BACKHOUSE: Mr. Chairman, the reference there relates to a proposal of CRTC that the cable 
perators in Manitoba should form an association, which has been done. The purpose of the 
ssociation is to arrive at an appropriate arrangement for cost-sharing of the inner-city delivery 
{Stem, and that implies that the Winnipeg cable operators would share in and assist in the delivery 
f the U.S. signals on an equal ized basis with the newly licensed communities. Now the CRTC 
ecision simply said that the association should be formed and that its purpose should be to work 
ut appropriate cost-sharing arrangements. What those cost-sharing arrangements should be is the 
ecision of ACOM, the Association of Cable Operators of Manitoba. MTS is not a member of that 
>sociation and the cable operators are deal ing with and, hopefully, endeavouring to resolve that 
sue. lt has not been resolved at the present time, to the best of my knowledge; and in lieu of 
1y resolution of it development of service in addition communities can be constrained . Some 
>ntribution from Winnipeg is required in order to finance the delivery of the additional cable 
1annels to the newly-licensed communities beyond some point, beyond those that are presently 
!rved. 

R. CHAIRMAN: Mr. Doern. 

R. DOERN: And right now I understand that there are networks to Brandon, Portage, Selkirk 
1d Carberry. 

R. BACKHOUSE: Mr. Chairman, that is correct. 

�- DOERN: And there are some - what? - remaining 25 communities that are going to be 
>Oked up, or are a number of them hooked up already? 

�- BACKHOUSE: Mr. Chairman, there were 29 licensed. Four have been served at the moment, 
25 remain to be served when the cable system, the intercity delivery system, can be built and 

1t requires an appropriate payment plan in order to justify going ahead with that 
nstruction. 

t DOERN: And what do they charge in  these centres per month? Do you have their rate schedule 
customers? 

l. BACKHOUSE: I don't have it, specifically, but the largest l icensed operator is WestMan Media, 
:1 they have an approved C RTC rate of $ 1 0  per subscriber for all communities within their 
Janization. 

I. DOERN: $ 1 0  per month? 

I. BACKHOUSE: That's correct, Mr. Doern. 

DOERN: And the Winnipeg rate, again, is how much, $6.00? 

BACKHOUSE: The Winnipeg rate is essentially on the west side of the Red River $5 and 
the east side of the Red River it is $5.50 . 

. DOEC: an you give us any idea of the extent of coverage in Brand on, Portage, Selkirk, Car berry 
� many, approximately, thousands of subscribers or hundreds of subscribers in those centres? 
percentage of the population? 

. BACKHOUSE: Mr. Chairman, I really don't have those figures at my fingertips. Generally 
aking we have been impressed with the degree of development, but I can't quote you specific 
res offhand. 

DOERN: And do you have any idea of which towns will be serviced next, or is there sort 
1 priority list that you are aware of that, say, you are committed to? 

BACKHOUSE: Mr. Chairman, MTS is anxious and prepared to provide service to all of the 
aining communities as quickly as appropriate arrangements can be worked out. Plans had been 
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identified in the current construction year, assuming, again, that appropriate payment arrangemen 
are developed to serve Rivers, Minnedosa and Neepawa. 

MR. DOERN: And so what is the main problem? I understand there is a conflict between the cab 
companies - I assume basically the two Winnipeg companies and, perhaps, WestMan Co-op . 
a dispute about ownership of the cable, and you seem to be arguing . . . I am now looking 
a letter from Brian Smith, your supervisor of public information, and so on. You seem to be arguir 
that the cable is comparable to a public uti l ity, that if MTS controls it you will have access to i 

businessmen, all corporations, companies interested in this field wil l  have equal access. If not, thE 
it will be some form of a monopoly and wil l  not be as readily available or as free in access i 

it would if MTS owned it, as the common carrier. And there seems to be some concern abo 
a situation developing similar to the days of the origin of MTS, when you had dozens and doze1 
of private companies operating telephone services. Your concern seems to be that there may I 
a number of companies owning the cable and that would prevent common access. lt would mayl 
be restrictive in regard to the spreading of television throughout the province and perhaps, beyo1 
that, many other services that could be supplied through the cable, l ike Teledon, which I 'd  l ike 
get into after. 

But, essentially, what harm would there be in private companies operating the cable, from yo 
point of view? Maybe the Chairman wants to answer that. 

MR. CHAIRMAN: Mr. Hol land. 

MR. HOLLAND: Well, Mr. Chairman, I think we should start off by pointing out that the situati 
in  Manitoba historically and as it stands now is quite different than in  most other provinces, w 
the possible exception of Saskatchewan. And it started in the mid-sixties with the negotiation 
the Winnipeg agreements. The principle in those agreements, which had been renewed through 1 91 
is that the coaxial cable is owned by MTS and MTS is given the right, under those agreemen 
to acquire the drops at depreciated value and to replace ampl ifiers as required. 

Subsequent to the agreement, the CRTC was established , and matters of federal-provinc 
jurisdiction entered that, so that there were detailed d iscussions between the Manitoba authorit 
and the federal government producing the Canada-Manitoba Agreement in 1 977, which recogni• 
this arrangement in this province. MTS then has provided the networks outside of Winnipeg, includi 
amplifiers and drops. 

So that, as I say, I think that column refers to the situation that, if it is not a publicly-own 
network, then it is owned by a private monopoly, which is not in accord with the policy establish 
since the mid-sixties, and observed since that time. 

MR. DOE: So your fear or concern is that if it is run by a series of private companies there j 
will not be common access. 

MR. HOLLAND: I would l ike to make that more positive. MTS is anxious to carry out the ter 
of its agreement, the policy established by the provincial and federal governments, and to maint 
its role as the common carrier, under which there is an obligation to serve businesses and individui 
whomever they are, and provided only that facilities are avai lable. 

MR. DOERN: And what other services are you anticipating? I'd l ike to hold the Teledon aside 
a moment, but you made reference in your opening statement to a variety of services such as 
and burglar alarm, - there's a lot of talk about fire alarms going out now in the city of Winni1 
- replaced by telephones, energy management, etc., etc. How would that work again? Is th� 
monitoring system in the home? For instance, how would a fire and burglar alarm system as visuali 
by MTS work in  a person's home? 

MR. HOLLAND: Well, Mr. Chairman, I think that there is a great deal of public discussion a! 
pending or imminent services, many new services being made available, one of which is the Tele1 
type of service to which Mr. Doern referred. I think a great increase in fire alarm and illegal e1 
protection services and so on, for the ind ividual business and residence, that is seen as a m; 
advance, because if the parties are out or asleep, or whatever, there still can be the monito 
services at a central source detecting any danger. 

MR. DOERN: Would that be hooked up to a smoke detector? I mean, how would you ha�o 
monitoring system through cable television, etc.? 
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�R. HOLLAND: Well basically, there are detecting devices in the home which are remotely 
nonitored, generally by a computer sweeping process, that detects if there is any change in the 
ituation, reports it centrally. Normally, there is a rapid check back to confirm that as quickly as 
'ossible and then forward it to the authorities. Other services, and as I say, these are now being 
'iscussed almost weekly by the press and journals and magazines, include pay television and meter 
aading, the general information access services. 

IR. DOERN: In this whole conflict between private corporations or companies and MTS about 
able ownership,  who is the final arbiter? Is it the CRTC, or is it the Supreme Court, or is it the 
rovince? Who decides as to who is right or who has the authority here? 

•R. HOLLAND: Well ,  again ,  I think the MTS goal is to preserve its common carrier status, in these 
s in other fields. The Canada-Manitoba agreements lets out the jurisdictional responsibil ities and 
asically it provides that there is no provincial interest in  content or programming. That rests with 
1e CRTC, the licensure procedures. There is an array of non-programming services, so-called, such 
s we described. The intent there would be that there is some form of provincial licensure for the 
on-programming services. 

IR. DOERN: Could you describe again, briefly, for the committee, there's been talk recently of 
n experiment with so many .homes in Winnipeg to establish these burglar and fire alarm systems, 
tc. etc. Is that now in effect, or when wil l  it be in effect? And what does it consist of 
ssentially? 

IR. HOLLAND: There are two upcoming experiments or demonstration projects, one of which is 
nown as the Elie Project, which basically is a test of fibre-optic technology in  a rural environment. 
he second one would be the use of coaxial cable for a variety of services, that is an integrated 
arrier of a variety of services. The intention is that that wil l  commence late this year. The two 
rojects, I might say, are somewhat related in that they will both be testing the feasi bi l ity of integrated 
3rvices over one medium, and the types of services could be similar on both. 

IR. DOERN: And will these be free to the people participating, or will they pay for it? Are you 
10king for volunteers? 

IR. HOLLAND: lt will be in a defined area, Mr. Chairman, affecting a l imited number of homes. 
ne of the purposes is to i dentify the customer interest and customer attitude to these different 
3rvices, their usage, and hopefully out of that wil l  come new insights into the correct marketing 
·ocesses, correct rating practices and so on. In  the meantime, it is a demonstration project, and 
assume would be provided without charge to the customer initially. 

IR. DOERN: The other area I wanted to discuss briefly, Mr. Chairman, is Teledon, which is, I guess, 
>mething that's been talked about for a long time and is almost upon us. I gather that essentially 
tis connects the average person, who has the hook-up,  with some sort of a little communications 
>mputer or calculator, whatever it is, to his TV set, and then he can buy various services. If he 
ants to know what's available at Eaton's store he punches the buttons and ads or something 
>mes on, if he wants to access an encyclopaedia, or if he wants other types of information on 
>Orting events, etc., etc . ,  this is all possible through this type of a l ink-up. And I notice that in  
·itain they have a commercial system called Prestel, which just . went into operation in April, only 
to thousand in itial subscri bers, and the cost is 1 ,000 pounds. Obviously it ' l l  go down dramatically, 
s the two-way communication system. In  Canada at this time, how far are we away from this? 
:> we have this Teledon System working anywhere, say, in  Canada, or North America, today? 

R. HOLLAND: Mr. Chairman, the British system has been introduced, as we understand it, on 
commercial basis and they have publ ished their catalogues of information files that are accessible 
r key pad. A number of demonstration type projects are under way in  Canada, I guess the most 
>table of which would be Bell Canada in Montreal and Ottawa, and their system is known as Vista 
1d differs from Teledon by the terminal equipment that is used. Teledon was developed by the 
3partment of Communications Research Labs. 

R. DOERN: And how much would you anticipate it would cost at present, assuming that you 
ought Teledon to Manitoba today and put it in  a couple of thousand homes, I assume it would 
! quite exorbitant at present? If it's 2,000 pounds in Britain ,  $2400, whatever that would be, do 
u have any figures on it? 
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MR. HOLLAND: Well ,  the Teledon terminal has not gone into production at this stage. I think it 
anticipated that it will very shortly, and as there is mass production, the unit costs will hopeful 
drop quite dramatically. In  the meantime, it's in a demostration mode. So I think it would be diffict 
to estimate or forecast the unit costs, other than that they're clearly on a descending scale. 

MR. DOERN: And are we five, 10 or 20 years away from this, in terms of subscribers and comm< 
usage? 

MR. HOLLAND: Mr. Chairman, I think that would depend on the marketplace and the demar 
for services, and as people start requesting the information. I think it wil l  pace the developmer 
The technology, as I understand it, is there and quite workable. So it's a matter of how quid 
the marketplace responds with a demand for these various services. 

MR. DOERN: Is there a Canadian technology in this area, or are we in on the ground floor' 

MR. HOLLAND: Mr. Chairman, again my understandi ng is that the Teledon Unit represents a cle 
technical advance, largely in terms of clarity of graphs and charts, and whatever, on the televisir 
screen. And the hope is that that can be advanced quickly to Canada's benefit industrially a1 
servicewise. 

MR. DOERN: Was Teledon developed in Canada or is it an American system that's imported 
Who originated it? 

MR. HOLLAND: Teledon was developed by the Department of Communications in their resear 
facilities in Ottawa. 

MR. DOERN: My final point, Mr.  Chairman, is for a long time now we have seen things li 
telephones with television l ink-ups. In  other words, you can see the person to whom you are speakir 
And that seems to be still very experimental in  a few places in the United States, and so on. 
there that system available in  Canada, and does MTS intend to introduce someth ing l ike that 
Manitoba? 

MR. HOLLAND: Mr. Chairman, again my understanding is that that is a function of the marketpla 
I understand that AT and T has an offering between different cities in  the U.S. ,  but it has not be 
a service strongly demanded by the marketplace. In  Canada, facilities are in place for televis 
conferencing for business purposes. There are studios in Calgary, Edmonton, Ottawa, M ontreal � 

Toronto at this stage. We wil l  be strongly d irected by the marketplace. If that requirement 
developed, we certainly will provide studio facilities and a network for that service. 

MR. DOERN: So it's sti l l  at the stage where you have to go somewhere and then you communic 
from that location. There aren't  too many businesses wherein they are operating from their o 

offices, and so on. 

MR. HOLLAND: Well ,  I have heard that there are two or three large businesses that wil l be equipp 
their own facilities so that they can have meetings on their own premises. 

MR. DOERN: Thank you , Mr. Chairman. 

MR. CHAIRMAN: Mr. Gourlay. 

MR. D. GOURLAV: Thanks, Mr. Chairman. I'd l ike to direct a few questions to Mr. Holland regarc 
the Rural Service Improvement Program and, in particular, the Benito Exchange. I think at the 
meeting there was some indication that there would be expanded free-dialing areas throughout 
province, and the Benito area for some time now have requested that they be included i 1 
free-dialing area with the rest of the Swan Valley community. And I was just wondering if you 
any idea at this t ime when Benito might be included in such an expanded program. 

MR. HOLLAND: Mr. Chairman, as reported last meeting, the policy had been to implement 
bulk of the Rural Service Improvement Program. That is the reduction of party l ines and the exten� 
of individual l ine service to the smaller centres, before proceeding with MEB or EAS, that is 
enlargement of free cal l ing areas. 
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The recent decision of the Public Uti l ities Board directs MTS to move ahead much more quickly 
than planned with these services. We're just studying and developing alternatives for that at the 
moment, testing our financial future over the next three or four years. lt will have to, again, be 
a province-wide plan in the interest of fairness and equity to all of our customers. There will be 
consultation with the Public Util ities Board on the financial impl ications. 

In  the meantime, we have offered optional toll cal l ing packages between exchanges where there 
is heavy and frequent call ing and I believe Benito and Swan River is one of those where, in effect, 
it 's a flat rate for a certain amount of cal l ing per month. And many customers have found that 
convenient and a preferable way to use the toll network. 

MR. GOURLA V: Do you foresee that in the future that Benito, as wel l ,  say the Cowan and Mafeking 
Exchanges could be included in an expanded free d ialing service in that larger Swan Valley 
:�rea? 

VIR. HOLLAND: Mr. Chairman, the principle that we have used to date is to redefine the component 
Jf service and include it in  the basic exchange rate. That is, to redefine that service. And we have 
l.ttempted to fol low traffic patterns between exchanges, particularly to ensure that the basic cal l ing 
;ervices, such as to the doctor and the implement dealer and the local high school and so on, 
hat these are included in the basis service. So that I believe our attempt wil l be to see if we can 
·edefine that pattern and try and reflect very current traffic patterns. That is the way the customers 
1re now using the network, which has changed quite dramatically in recent years, and reconfigure 
m that basis. 

IIR. GOURLA V: There was one other question I had with respect to the business service for rural 
treas. You mention, I bel ieve, that this would be available to all  areas of the province by 198 1 .  
>oes this include, say, private business l ines to rural businesses that might be located outside the 
:onfines of small communities? ' 

IIR. HOLLAND: I mentioned, Mr. Chairman, that in conjunction with the Rural Service Improvement 
'rogram, which is to be completed by 1 98 1 ,  we are building in additional faci lities with that, so 
1at, hopefully, we can provide and cater to businesses that are on the periphery of the smaller 
entres or special business requirements. That is there will be some spare facil ities, at least for 
time, that we can ded icate to the large farmer and businesses, and try and improve their service. 
think the other factor is that Data Services are growing very rapidly in these centres, and we 
ope to be able to meet business requirements for data communications facilities. 

IR. GOURLA V:  There was just one other question I had, with respect to cable TV service to the 
wan River area, and if you would have any idea when the MTS equipment would be in place, 
r ready to service that community? Do you have any time scheduled at the present time? 

IR. HOLLAND: Mr. Chairman, I think this was mentioned earlier. MTS is most anxious to get 
n with serving of all l icensed communities as quickly as possible. That requires a contract with 
te cable l icensee to go ahead with that service. The impediment at the moment is that as recognized 

the C RTC decision, some form of price averaging is going to be required in order to avoid 
·ohibitive rates. So we are working very closely with the l icensees, hoping that contracts for service 
m be provided. Our hope was that this might be done in two construction seasons, but it's now 
me and the weather is excellent, and we don't have a contract as yet to get on with the next 
·oup of communities. 

R. GOURLA V:  So the hold up for the Swan River area right now is with the Media Cooperative 
Brand on. 

R. HOLLAND: it's due to the fact that MTS does not have a contract for service with Westman 
edia, and our understanding is that we do not have a contract because they require some form 

price averaging to assure them of the necessary revenues. 

R. GOURLAV: That's fine, Mr. Chairman. 

�. CHAIRMAN: Mr. Walding. 

�. WALDING: Thank you, Mr. Chairman. I ' l l  just refer back for a moment to the meeting on 
ursday morning when we were discussing the matter of the Provincial Aud itor and the fact that 
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the auditing of MTS books is now going to be turned over to Thorne Riddell. Mr. Holland, ye 
gave us an estimate of approximately $29,000 in auditing fees, paid to the auditor for the 1 977-7 
year - 28.9 is a more accurate figure, and I believe that you told us that you expected to p� 
Thorne Riddell an additional $ 1 0,000 over that for the year that we're presently in. And su bsequeJ 
to that meeting the House was informed that a contract had been signed by the government wil 
Thorne Riddell for auditing fees for Manitoba Telephone System for the amount of $49,000.00. We1 
you not aware of that contract when you gave us that figure? 

MR. HOLLAND: Mr. Chairman, I don't think I was. I think the estimate I had was $49,000 b1 
I'm not sure where it came from. I believe it was our best estimate at that time. Mr. Chairma 
may I ask if it's a recent Order-in-Council or . . . 

MR. WALDING: The figure was given to us by the Minister, Mr. Hol land. 

MR. HOLLAND: Perhaps if Mr. Walding doesn't mind we could let Mr. McGil l  participate rig 
now. 

MR. McGILL: Well ,  Mr. Chairman, during the consideration of the estimates under legislation, tl 
matter of the appropriation for the operation of the Provincial Auditor's Office was und 
consideration, and with the avai labil ity of the Provincial Auditor to respond to questions, I belie 
Mr. Walding did ask a question about the cost, and I believe that the response of the Provinc 
Aud itor was in total $49,000.00. I believe that was what the figure was that was quoted. There m 
be some d ifference in perhaps the estimate of the cost of the Provincial Aud itor's services to t 
Manitoba Telephone System. That may be where the difference is. I believe that the net differen 
of $ 1 0,000 in that cost was essentially the one which the Provincial Auditor confirmed. 

MR. WALDING: Mr. Chairman, I 'm not quite sure I follow the Min ister's last statement. lt was t 
Chairman of MTS who gave me the figure of $29,000, which I believe was confirmed by the Provinc 
Auditor. M r. Holland also told us that he expected to pay about $ 1 0,000 more than that to Thor 
Riddell which would have brought it to $39,000, whereas the auditor tells us that a contract w 

signed for 2,050 hours at the rate of $23.90 an hour, which came to $49,000.00. I just want 
to check with Mr. Holland whether he was in fact aware of that contract having been signed a 
the amount of it.  

MR. HOLLAND: I have the figures that I had before me last meeting and I obviously made 
error. The figures I had were $28,900, the fee for the year ending March 3 1 st, 1 978, and $49,0( 
and I think I subtracted 29 from 49 and got 10. I'm sorry about that. 

MR. WALDING: Could you give me the figures again for the Manitoba Data Services, please 
have down $7,500, now I 'm not sure whether that was the auditor's charge or what it was. 

MR. HOLLAND: M r. Chairman, the figure for the auditor's costs for the year ending March 31 
1 978, was $7,500, and the estimate for the new year is slightly over $ 1 0,000. So that is the li 
estimate we've had. 

MR. WALDING: Thank you. I wanted to ask about the matter of foreign debt amortization, a 

M r. Holland you mentioned this a couple of times last Thursday, and I understand that it is to 
shown as a separate item in the financial report next year. Can you explain to me the manner 
which it will be shown? 

MR. HOLLAND: Mr. Chairman, we do not have the audited statements for the year ending Ma 
3 1 st, 1 979. We expect that it would be shown as the gross earnings figure that we discussed I 
meeting, less interest costs, less provision for amortization, and that arithmetic produces for t 
year about minus $112 mi l lion as the net earnings figure. 

MR. WALDING: Is  the figure to be part of the financial statement for the year? 

MR. HOLLAND: Mr. Chairman, barring other advice from the external auditor, it 's our polic� 
show that fully on the publ ished reports. 

MR. WALDING: Can you tell me the basis of the calculation for showing that figure? 
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MR. HOLLAND: Mr. Chairman' it is a simple annual amortization of the increased costs of 
redeeming that debt commencing in the year 1978-79 through to the particular dates of maturity 
of the different issues. 

MR. WALDING: Will each of the bond issues be calculated separately - those that are in foreign 
currencies that is? 

MR. HOLLAND: Yes, Mr. Chairman, and the currency values reported as at March 3 1 ,  for each 
issue. 

MR. D. JAMES WALDING: I take it from that that it  would be advertised over the current l ife of 
the bond that is outstanding? What account will this take of those issues that are rolled over in  
the same currency for a further terms of  years? How wi l l  that be taken into account? 

!IIR. HOLLAND: Well ,  Mr. Chairman, I would assume that if they are rolled over that would be 
m adjustment in the amortization period pending the revised maturity date, recognizing that in the 
1nnual calculation. 

!IIR. WALDING: I 've been told that the matter of allowing for foreign debts because of the 
jepreciation of the dol lar was something that was introduced by the accounting profession a year 
x so ago, but that it had rather unfortunate effects with some companies and corporation, and 
hat it has since been made optional whether a company wishes to show its foreign debts in  that 
orm or not. I 'd  l ike to ask why MTS decided to go to that form of showing foreign debt? 

IIIR. HOLLAND: Well ,  Mr. Chairman, the pol icy guidelines of the Canadians to chartered 
1ccountants are very influential in this area. They were published and advocated this handl ing. I 
mderstand that the impact on some businesses was profound and they were withdrawn; and I further 
mderstand that that particular pol icy has been re-established and confirmed by S ECA, so that our 
JITS practice would be to follow standards and guidelines recommended by the accounting 
>rofession. 

,R. WALDING: I haven't had the opportunity to read the Public Uti l ities Board report that you 
1ave us th is morning. Is there any reference in there by the PUB to this matter of foreign debt 
mortization? Do they state an opinion on the matter? 

�R. HOLLAND: Mr. Chairman, I believe I mentioned last meeting that there was no explicit edict 
ontained in the decision, but the nature of the decision suggests that it was recognized as a part 
,f MTS costs. 

•R. WALDING: So it was not an order of the Public Utilities Board that caused the system to 
how foreign debt amortization in its annual statement? 

IR. HOLLAND: l t  was strongly advocated by the MTS Board in its application and the decision 
f the Public Util ities Board appears to support that handl ing. 

IR. WALDING: Do they in  fact support it or are they non-committal about it? 

IR. HOLLAND: Well ,  Mr. Chairman, they can't be non-committal about the rate tariff that they 
p proved, and that rate tariff produces certain revenues, and those appear adequate to permit this 
xounting handl ing. 

IR. WALDING: I 'm wondering if they showed any concern that to show foreign debt amortization 
; an expenditure each year is l ikely to, or could possibly cause wide swings in  that dollar amount, 
; various foreign cu rrencies fluctuate up and down, and that it could mean that it would show 
TS with a very healthy profit one year, and heading into a very big deficit the next, or even at 
x month intervals, or even three month intervals depending on when it was calculated. Does the 
Jblic Util ities Board see this as a problem of having you appear before them every year for an 
crease or a decrease in rates? Do you see it as a problem in  planning for more than one year, 
1en you are showing this entry in this manner? 

R. HOLLAND: Well ,  Mr. Chairman, again it's a bit of speculation but it would seem, in allowing 
is amortization at the earliest possible period and amortizing over the longest possible period, 
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that has the effect of keeping our tariff at the lowest possible level, and I think,  precluding abru� 
fluctuations in the rate, we do file with the Public Utilities Board multi-year projections which ar 
studied, so I think the effect would be to keep our rates at the lowest level and to avoid any traumati 
changes. 

MR. WALDING: Just one further question on this and I refer back to the Task Force report, an 
I 'm not sure whether you gave me the Board 's response to the statement that: "we believe 
inappropriate that a Crown corporation be required to assume the risks associated with fluctuatior 
in the currency exchange rates," and you're very well aware of what has happened with the Hydr 
in this, and I believe you did mention it at our last meeting. Did the Board make any policy decisic 
in this area? 

MR. HOLLAND: Mr. Chairman, I think that the Board's handling is apparent from the developme1 
of the rate application to the Public Utilities Board namely, that there should be ful l  recognitic 
of the currency fluctuations, that that should be fully built into the rate base, and ingested; ar 
that appears to be accepted by the Board. So I think that that would be reflective of the Ml 
Board's viewpoint. 

MR. WALDING: Yes, that assumes that MTS is assuming the risks of those foreign curren1 
fluctuations. Is it the policy of the Board that MTS should do that, or that they should be treatE 
in the same way as Hydro or as recommended in the Task Force Report that these matters, beir 
outside the control of the Board, and that the Board is sort of the innocent victim of internation 
fluctuations, that they should be not su bject to those fluctuations? 

MR. HOLLAND: Mr. Chairman, the MTS has always financed its own operations totally, that 
without su bsidy from the Consolidated Funds, so that is a well established principle. MTS h; 
benefitted both from the favourable and unfavourable changes in currency. MTS also observ' 
standard accounting practices in the telephone industry, and in our reporting to the Trans-Cana1 
Telephone System in inter-company agreements and relationships, and so on, so that barring a 
policy direction otherwise, the MTS Board would assume that those various practices wou 
continue. 

MR. WALDING: He still did n't answer the question, Mr. Holland. You stated to me that the Boa 
hasn't accepted its responsibility, it's historic responsibility, and presumably what is in The Telepho 
Act, that it is entirely responsible for its foreign borrowings. The question I 'm putting to you is 
does the Board have any policy as to the appropriateness of that position? Do they feel that 
would be better for MTS operations if they did not have that responsibility of foreign curren 
fluctuations? 

MR. HOLLAND: Mr. Chairman, that's a difficult question. I think the MTS board would ha 
preferred that this particular sequence of events on off-shore borrowing had not occurred, bu1 
did , and so the response last November was for the board to fully display this situation to 1 
regulator and seek concurrence that that should be fully ingested and fully reflected in 
rates. 

MR. WALDING: Just so I get this matter of foreign debt amortization clear, when it is shown 
the financial statement each year as an expenditure, let's say it's $ 1  million for point of argume 
what happens to that mi l lion dollars? lt is put into an account, a separate account, or is it sim 
a bookkeeping item? 

MR. HOLLAND: Mr. Chairman, there are two general possibilities here. One is that it can be ta� 
as a form of reserve pending the maturity dates of the various issues. The second one is tha 
can be built into the operations, taken advantage of during the period of amortization so that M 
is in the strongest financial position when those maturities occur. There are two general methc 
of public finance that could be applied here, and we have not, at this stage, decided which wo 
be preferable, and they are matters which would require consultation with the Minister 
Finance. 

MR. WALDING: Okay, thank you . I wanted to move now to the matter of interconnection. I re' 
that we passed a bill two or three years ago, and I don't recall whether or not it has been proclaim 
Can you enlighten me on that point? 
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MR. HOLLAND: Mr. Chairman, it has not been proclaimed to date. 

MR. WALDING: I recall when the matter came in that it was a matter of some urgency to the 
System, that there was an actual or a potential revenue loss that the interconnection bi l l  was meant 
to rectify. Now, is the matter still urgent, and is the system losing money because the bi l l  has not 
yet been proclaimed? 

MR. HOLLAND: Mr. Chairman, at that time, which I believe was 1 975, or leading into 1976, the 
MTS board sought clarification of what the publ ic policy in Manitoba would be regarding terminal 
interconnection. There were special hearings of this committee, intersessional hearings of this 
committee, and then a bi l l  was presented and ratified. The intention was, I think, to have the policy 
spelled out and then the various processes and procedures of the legislation invoked judiciously 
when it seemed that that was necessary and in the best interests. Up until this point, the MTS 
board has not sought proclamation of the bi l l .  

MR. WALDING: The question had to do with loss of revenues to the System, and I recall figures 
such as $8 mil l ion or $ 1 0  mi l l ion a year. I 'd  l ike to ask you whether there is sti l l  a continuing loss 
of revenue to the System or has this been dealt with in some other manner? 

MR. HOLLAND: Mr. Chairman, there is a continuing loss of revenue to the System and it is probably 
ncreasing as interconnect policies in the United States and Canada alter and are changed. So I 
Nould say it is an increasing loss. 

VIR. WALDING: What's your best estimate of the revenue loss annually at the present time? 

III R. HOLLAND: Mr. Chairman, this is done on a sampling basis, and so is an estimate at best. 
3ut there is a figure that we estimated for the Public Uti l ities Board during our hearings, and I 'm 
ust wondering i f  we have that estimate handy. May we undertake to  get that? That would be an 
lstimate in December as to what we thought would be the revenue implications. 

iiiR. WALDING: Would it run to mi l l ions of dollars a year? 

IIR. HOLLAND: Yes. 

IIR. WALDING: Do you recall if it was in excess of $ 1 0  mi l l ion a year? 

IIR. HOLLAND: No, Mr. Chairman. 

IIR. WALDING: Stil l on the matter of i nterconnection, I recall that there was a clear difference 
,etween those devices that were connected to the system as receiving devices only, such as 
�cording, telephone answering devices, and extension telephones and those devices, on the other 
and which were network addressing devices. Is there sti l l  that d ifference, and are any of these 
evices that we see advertised by Radio Shack and Woolworths, etc. in  the latter category of network 
ddressing, and are they providing any problems to the system? 

IR. HOLLAND: Mr. Chairman, the category of network addressing and non-addressing is sti l l  a 
�lid one and there are quite different considerations between the two. The most recent ones 
'Jblicized were network addressing, and the concern there, of course, is whether the electronics 
·e compatible with our network, or could impair quality of the system. 

There is a procedure, a voluntary procedure established by the Department of Communications 
illed the Terminal Attachment Plan, under which they undertake to review different pieces of 
1uipment and test them in their laboratories and certify them as to acceptabil ity. I have no 
1owledge as to whether these recent advertised telephones have passed that test or not. 

Mr. Chairman, 1 might add ,  again, an interesting public issue aspect to this. We have reported 
the committee that our investment per telephone has gone over, just over $ 1 ,000 per telephone. 

you do a quick calculation, the interest alone, at 10 percent would be $ 1 00, which would produce 
1.33 monthly for interest alone, no provision for amortization or maintenance or whatever. Our 
1arge in fact, in Winnipeg is $5.50, and in other centres, less than that. And the answer is, of 
1urse, that revenues are obtained from the vertical services and extension services and toll in 
der to subsidize that rate. The bi l l  that was passed made provision under which the Public Utilities 
>ard, as the arbiter, would specify the terms and conditions under which those could access the 
rs network, without which, of course, they're useless. 
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MR. WALDING: Are there now network addressing devices that are being attached to the systen 
in this province over which you have no control, and consequently are losing revenue? 

MR. HOLLAND: Yes, M r. Chairman. 

MR. WALDING: And are there non-network addressing devices being used in the province ove 
which you have no control? 

MR. HOLLAND: Yes, Mr. Chairman, there would be. 

MR. WALDING: Do you see that first category of network addressing as being a hazard to th 
system, and have there been any problems reported in  that area? 

MR. HOLLAND: Mr. Chairman, yes, our greatest concern would be in that area and the standard 
of equipment. All of the MTS offerings have to meet quite stringent performance standards an 
so on, and we'd be very anxious that anything else affixed to the network meet th 
standards. 

MR. WALDING: Given then that there is that danger to the system and secondly there is 
considerable loss of revenue of some mi l l ions of dollars, why isn't the system pressing very har 
to have that interconnect bill proclaimed so that you can better protect the system and increas 
the revenue? There is always a possibil ity of course that this present rate increase might not ha\ 
been necessary, had those additional revenues have accrued to the system. 

MR. HOLLAND: I think, simply, M r. Chairman, because our customers, generally speakin 
understand that they're not playing it fair with MTS or their neighbours if they use this equipme1 
and I don't think it has been a massive problem. Our concern level at this time is starting to increas 
There is another aspect, and that is that the bi l l  requires a reporting system with followup by MT 
which could be complex and d ifficult and so we didn't want to seek proclamation of the bi l l  un 
we felt it was essential. 

MR. WALDING: Can the system apply to the Public Utilities Board for a tariff on various iten 
before the bi l l  is proclaimed? 

MR. HOLLAND: Well ,  Mr. Chairman, the board can apply for revisions to any item of the tari 
At this time the only provision is for antique or special, and u nusual telephones under which ' 
agree to replace the inner workings at a fee for the customer, or if the customer owns a prodL 
that is offered as a standard offering by MTS, in which case he's expected to pay the ful l  extensir 
rate. So under the present tariff and conditions of service and so on, those are the only servic 
that are contemplated. 

MR. WALDING: But surely the interconnection bil l anticipated that there would be whole ran 
of different devices that would or could be connected to the system. I can understand tt  
proclamation, you know, would be held up whi le these were being catalogued and classified a 
appl ication was being made and new rates were being worked out, which was the previous questi 
that I asked: has the system applied to the Public Utilities Board with such a classification of devicr 
seeking approval of tariffs for those devices? 

MR. HOLLAND: No, M r. Chairman, that wouldn't be done until the bi l l  is proclaimed. As immedi; 
follow-up to the proclamation of the bill, then there would be tariffs applied for and approved 
the Public Utilities Board for all categories of network addressing and non-addressi 
equipment. 

MR. WALDING: Does the system have its list all prepared and tariffs which it would request fr, 
the board? Are you all ready to go if there should be a proclamation of the bi l l? 

MR. HOLLAND: Mr. Chairman, I think we could move on quite short notice, yes, if the proclamat 
was imminent. 

MR. WALDING: Mr. Chairman, I wonder if I can direct a question to the Minister on this partict 
issue and ask him, given the concerns of the system, particularly the danger to the physical pi 
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itself and 121so to the loss of revenue, why there has been the delay in the proclamation of this 
interconnect bi l l? 

MR. CHAIRMAN: Mr. McGil l .  

MR. McGILL: M r. Chairman, Mr. Walding is referring to a bill which was passed by the previous 
administration and which was not proclaimed by that administration for reasons, I imagine, that 
were considered to be fairly important ones at that time. This government is well aware that this 
bi l l  is sti l l  in  that category, of not having been proclaimed. When it is deemed to be proper 
government pol icy to proclaim it, it wi l l  be done. But I cannot give the mem ber any indication at 
this time when such a decision will be made. 

MR. WALDING: Well ,  can I ask the Minister if he's been considering this matter? Does he not 
see it as a revenue loss by not proclaiming it? Is he giving consideration to it? Does he expect 
to make a decision or is it something that wil l  just drift on? 

MR. McGILL: Yes, Mr. Chairman, this is a matter in  which consideration is being given, has been 
given and in due course, when it is deemed appropriate, a decision will be made to change the 
status of the bi l l  or not to. 

MR. WALDING: Okay, than k you. Can I move now to the matter of Manitoba Data Services? The 
chairman's report did mention that two computers were replaced by the 3033 computer. I ask first 
of all how many , computers M DS now has and what are they? 

MR. HOLLAND: Would it be suitable for Mr. Anderson to respond to that? 

MR. CHAIRMAN: Mr. Anderson. Take microphone No. 1 1 .  

VIR. ANDERSON: Mr. Chairman, the M DS at present has a 3033, which replaced two 1 58s and 
1as a 1 68 in  the central site at York and has a 1 58 at the Hydro site. 

\IIR. WALDING: I seem to recall from a previous meeting that MTS had ordered or put an advance 
lrder in on two of these 3033s. What has happened to the second one? 

\IIR. ANDERSON: The second 3033 was not ordered because at that time the forecasted revenues 
1t M DS had dropped off due mainly to the period of restraint in government, and it was not ordered. 
rve kept the 168 in its stead . 

.,R. WALDING: I wanted to ask you as well about the Hydro migration. I seem to recall that this 
1as been going on for several years. Can you explain to the Committee what the delay was and 
s it now going ahead, and when do you expect it to be finalized? 

IIR. ANDERSON: Well ,  the hydro migration was delayed pending a review by Hydro and they were 
tudying the business case with regards migration or going on their own with their own installation. 
, study was done and it was decided that the migration should continue and the migration date 
; October or November of this year, I believe. 

•R. WALDING: Can you confirm that the computing capacity of their present computer has to 
o with various payroll bi l l ing facilities, but it doesn't include the monitoring of its northern power 
enerating facilities? 

IR. ANDERSON: Mr. Chairman, the hydro computer machine? I think they have a mini computer, 
l r. Chairman, that does some internal work and I believe they have another mini ,  which does some 
1onitoring internally but basically the Hydro computer does all the administrative work. 

I R. WALDING: I see. 

IR. ANDERSON: And excludes some scientific work. 

R. WALDING: Yes. Does Hydro own this 1 58 that they have there, or is that a MTS 
>mputer? 
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MR. ANDERSON: Well ,  Mr. Chairman, that is an M DS computer purchased from Hydro a 

year-and-a-half ago - two years ago. 

MR. WALDING: What do you anticipate would happen to this machine when the migration is 
complete? Will it still be needed by M DS? 

MR. ANDERSON: No, Mr. Chairman, we expect to sell that computer when the Hydro workload's 
migrated in  October. 

MR. WALDING: Can you give me an indication of the load or the percentage capacity of Manitobc: 
Data Services and its two computers when the Hydro migration is completed? Are you nearin£ 
capacity, or is there plenty of room sti l l  for expansion? 

MR. ANDERSON: Mr. Chairman, I believe when the Manitoba Hydro workload is migrated, we wil 
sti l l  have a capacity to carry us on for a year - 15 percent left, I believe. 

MR. WALDING: And these computers are in place at the Norquay Build ing, are they? 

MR. ANDERSON: Yes, that's right, Mr. Chairman. 

MR. WALDING: What about the physical space requirement over there. I understand that computer: 
tend to get smaller every time, and that replacing two with one is l ikely to save space. Now, de 
you sti l l  have sufficient space on the floor at the Norquay Bui lding or is that also reachin! 
capacity? 

MR. ANDERSON: Well ,  Mr. Chairman, I believe we have sufficient space in the Norquay Buildin! 
to carry us into the early '80s, due to less space being required for computers. 

MR. WALDING: I recall too, that you had d ifficulty or problems with security, and also with a1 
uninterruptible power supply, and there were also I believe, some cooling requirements or othe 
physical work that was due to be done by the Department of Public Works or Government Service! 
as it's now called. Can you bring me up to date on those changes? Have they been done or whc 
remains to be done and is security sti l l  a problem? 

MR. ANDERSON: Mr. Chairman, all the work has been done to upgrade the security to the bel 
extent we can . However, there are sti l l  a lot of people in the Norquay Building and they wil l  ne 
provide the ultimate security that we're probably looking for. As far as uninterruptible power i 
concerned, it has not been installed; and if there is a power failure, the system can gp down. We'r 
not intending to install uninterruptible power at this time due to its high cost. 

MR. WALDING: Would that result in  just a lack of computing power at the time that the powe 
was off, or would there be any loss of memory or damage to tapes or this sort of thing if ther 
were a power loss? 

MR. ANDERSON: No, Mr. Chairman, it would just be a loss of computing power at the time 

MR. WALDING: I see. Has Manitoba Data Services lost a number of staff over the last few montt 
? 

MR. ANDERSON: Yes, I believe, Mr.  Chairman, I believe we have lost approximately 29 peop 
over the last six months to a year. 

MR. WALDING: Is this an unusual loss of staff does it exceed ; the normal turnover for the syste 
and can you give any reason for it? 

MR. ANDERSON: Well, it is an unusual loss of st aff, Mr. Chairman, more than we would ha' 
expected. However, I guess these are very buoyant times and people are moving to other are; 
- they're in demand in the computing industry. I guess there's also the fact that M DS was in 
hold position for the last whi le, and while the future was being ascertained and this always giv' 
some concern to the employee, and they may have left in part for that reason. 

MR. WALDING: When you say that computer people are in demand, are you suggesting that tl 
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salaries that M DS pays are not competitive with other areas? 

MR. ANDERSON: Mr. Chairman, I guess in  some areas they are and some they aren't; it depends 
on the job. 

MR. WALDING: Have those 29 people been replaced, or are you struggl ing along with a lack of 
staff now? 

MR. ANDERSON: Mr. Chairman, they have not been replaced; we are making an effort now to 
replace people in some areas. 

MR. WALDING: Do you intend to replace all of those people that have left? 

MR. ANDERSON: Well ,  Mr. Chairman, I don't think we intend to replace them all, because we're 
plan hopeful of getting M DS in a break-even position in the next while and it's part of their restraint 
program to see if we can carry on with less staff than we had before. 

MR. WALDING: The House has been told that M DS is to be broken away from the Telephone 
System. We don't know yet just what the outcome is to be, whether it's to be a separate Crown 
wrporation, whether it's going to go back into the government, can you give the Committee any 
information in this regard? 

!IIR. ANDERSON: Mr. Chairman, I prefer to refer that to Mr. Holland or our Minister. 

VIR. McGILL: Mr. Chairman, the responsi bil ity for the Manitoba Data Service has been transferred 
o the Minister responsible for Government Services, and he has introduced a Bi l l  - I think it's 
m the Order Paper and has had First Reading. lt wil l  be a good opportunity to examine that Bi l l ,  
vhen it 's been distributed and for matters such as the questions that you have posed here, to 
>e d iscussed quite thoroughly in the consideration of the Bi l l .  

IIIR. WALDING: Thank you. Yes, I had one other question having to do with the System. I recall 
hat a few years ago there was considerable urgency being expressed at finding another site for 
ADS. In fact, some property had been acquired and it was intended to build a complete new 
:omputer facility at that time. Can you bring the Committee up to date, as to what's happened 
1 that regard? Are there still plans to build a new and separate facility, and if so, when and 
1hat? 

�R. ANDERSON: Well ,  Mr. Chairman, we purchased property, the old Coke site to be more specific, 
1 the area of Bannatyne and McDermot some time ago, for the purpose of building a combined 
ns and M DS site - the MTS site being required for a new local and long distance switching 
entre; and the M DS site being required to hou! se a new computer and the office staff. 

The site has been cleared, and plans to put the MTS switching centre there are sti l l  in the mil l .  
owever, there are no plans at the present time to put M DS at that location. M DS staff - some 
f it was relocated to other premises on a lease basis a whi le ago. 

IR. WALDING: Can you tell us why the plan to build a new M DS building was d ropped, or 
1elved? 

IR. ANDERSON: Well ,  Mr. Chairman, basically because of costs and the financial impact it would 
lVe on M DS. 

R. WALDING: What are your present long-term plans for moving out of the Norquay Bui lding 
to a new building? 

R. ANDERSON: Well ,  Mr. Chairman, I guess we don't have any new plans, pending the review 
MTS and what its future is, and who shall run it. M r. McGil l  said there's a bi l l  being processed , 

id . . .  

�- WALDING: Yes. As far as the Coke site, you said that plans were going ahead to put a new 
ephone office in there. Wil l  that uti l ize the entire site, or wil l  there be unused space on that 
e? 
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MR. ANDERSON: Mr. Chairman, there wil l  be some unused space but that wil l  be used for parking, 
which we always need in the area of a fairly large centre. 

MR. WALDING: So you have no estimate at this time as to when and if the Manitoba Data Services 
will require a new site and its own secure bui lding? 

MR. ANDERSON: Mr. Chairman, no. 

MR. WALDING: I seem to recall from, perhaps it was last year's meeting of this committee, thal 
Manitoba Data Services did most of its business with government departments, some with othe1 
agencies such as police forces and Motor Vehicle Branch, with a small amount of private secto1 
work; and the figure of 3 percent comes to mind. Can you confirm that, or do I recal 
wrongly? 

MR. ANDERSON: Well ,  Mr. Chairman, that's right. Most of our business is with the centra 
government and its agencies. A very small part of that business was with the private sector. I de 
believe we have just maintained the amount of business we are doing with the private sector ove 
the last year. 

MR. WALDING: Has there been any change in emphasis, as far as that private work is concernec 
either to increase it, or to let it lapse? 

MR. ANDERSON: Well ,  Mr. Chairman, we have not increased it. We've just maintained it, that' 
about all .  

MR. WALDING: Are your rates to private companies competitive with other computer outlets' 

MR. ANDERSON: Mr. Chairman, our rates, the last time we did a bench mark our rates were le� 
than the closest competitor, which I bel ieve was a major computer utility down east. 

MR. WALDING: Just one last question. We had mentioned Teledon, and the fact that the framE 
or pages, or whatever it's called, that would go out to consumers over such a system, are l ike 
to be set up either by computer companies going into that work or people in the communicatior 
field moving into computers; one thing or the other, or possibly some melding. Can I ask you wh• 
consideration has been given by M DS to providing these sort of services at some time in tt 
future? 

MR. ANDERSON: Mr. Chairman, M DS wil l  be involved, or are involved, in the Teledon and tl 
home trial experiments that Mr. H ol land talked about earlier, and will be evolving data bases whic 
can be accessed. I 'd have to check. 

MR. WALDING: So there is work being done in this area at the moment, is there? 

MR. ANDERSON: There is work, but I think it's, in the case of MDS, it's in a fairly em bryor 
stage. 

MR. WALDING: Thank you, I have no further questions. 

MR. CHAIRMAN: Mr. McBryde. 

MR. RONALD McBRYDE: Yes, Mr. Chairman, as might be expected, I wanted to get an upd; 
on the northern services and a very extensive program that was under way with target dates, el 
for extending the telephone and T.V. service into remote communities, and I wonder if I could fi 
out where the delays have taken place, and what is scheduled to be happening this year? 

MR. CHAIRMAN: Mr. Holland. 

MR. HOLLAND: Mr. Chairman, Mr. McBryde was referring to the northern program? That I 
proceeded as planned and is largely complete. We did report on that in our summary to 
committee yesterday. We mentioned that extension of the network had made it possible to br 
live television to two additional communities, so essentially that has fol lowed the plan, it is lar� 
complete. As well yesterday the mention was made of Shamattawa, Tadoule Lake areas, which 
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unserved by reliable service at this point. Those are under study right at this time to see whether 
economically justifiable plans can be developed today. 

MR. McBRYDE: I just want to clarify, Mr. Chairman, were there no plans for Brochet and 
Shamattawa before, and are there any other communities that are now sti l l  depending on the 
radio/telephone system , besides those two? 

MR. HOLLAND: Brochet, Lac Brochet, Shamattawa and Tadoule Lake were the major centres, and 
I think as we reported at previous meetings, the cost by terrestrial service has been virtually 
prohibitive - extremely costly - for the last several months we've been following satellite costs 
to see whether or not that is a feasible alternative. 

MR. McBRYDE: Yes, I 'm sti l l  not clear. My understanding was that those communities were in  
the program package that was presented before, and that there were even target dates on those 
communities when service would be provided. Is that incorrect? 

MR. HOLLAND: Mr. Chairman, they've always been l isted as among the unserved communities, 
on our lists and so on. I believe they've also been shown as 1 983 or out after the rest of the program, 
hoping that there would be technological alternatives that would make it economically feasible to 
proceed. 

MR. McBRYDE: Mr. Chairman, I just want to make it clear. The service to those communities 
depends upon some technological breakthrough. The way the other remote communities were served 
is not going to work with these particular communities, where the costs are prohi bitive, so that 
service cannot be provided with the existing technology? 

MR. HOLLAND: These communities, Mr. Chairman, have always been extremely costly to serve 
so they were delayed to the end of the program, and I suppose that the satellite is the newest 
:md apparently best alternative and that's being explored thoroughly at this time. lt is sti l l  very 
�ostly. 

VIR. McBRYDE: There are a couple of other communities I 'm not sure of, Mr. Chairman. Maybe 
he Chairman could check his notes there and see what the nature of the service now is at Red 
3ucker Lake and at Salt Point. I'm not too sure what service is presently provided to those two 
:ommunities. 

IIIR. HOLLAND: Mr. Chairman, may we check that and provide the information later? 

IIIR. CHAIRMAN: Is  that all right with you, M r. McBryde? 

IIR. McBRYDE: The other question I had, Mr. Chairman, was in terms of the conversion at The 
>as and the effect on the telephone operators, and the General Manager is quite famil iar with that 
1uestion. I wonder if he could just update me on what is happening and if there has been layoffs 
.t The Pas operation? 

�R. HOLLAND: Mr. Chairman, we have been working on that very closely. There are joint 
1anagement labour meetings with the staff involved. We've mentioned previously that there will 
e no permanent staff laid off or terminated. Our best estimate at the moment is that we could 
ave on June 30th, five term operators, as excess. We have them working with each employee 
ery closely and bringing up alternatives and so on. 

IR. McBRYDE: From those comments I would take it then that attrition probably won't solve the 
roblem, that there is going to have to be some layoffs of people that are presently working? 

IR. HOLLAND: We're st i l l  working very intensively on it. At this point, it appears that tllere could 
e five term operators, otherwise the situation seems to have been resolved satisfactorily. 

R. McBRYDE: That's all, Mr. Chairman. 

R. CHAIRMAN: Mr. Brown. 

R. ARNOLD BROWN: Yes, Mr' Chairman, I 'd  just l ike to go back to the larger telephone exchanges 
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which seems to be one of the major concerns in  the rural areas, especially an area such as minE 
where you have some fairly large communities l ike Winkler, Morden, Altona, and with a very densE 
population. 

Now in answering some of the questions that the Member for Swan River had, you mentione< 
that a flat toll rate between communities was avai lable. I wonder, would you be able to give mf 
some information as to what you mean by a flat toll rate and how successful this has been? 

MR. HOLLAND: Mr. Chairman, it's called the Residential Optional Toll Call ing Plan; ROTCP. lt ha 
been offered between selected exchanges in  the province where there is a high traffic patterr 
M orden-Winkler is one of the areas where it is offered. What it does is in effect give the custome 
a wholesale call ing. He purchases one hour per month, say, of calling at a discounted rate, an1 
that is as an alternative to the ODD charge for each call system. 

MR. BROWN: Is this available on an individual basis? In other words, would a business be abl 
to go on to the flat toll rate system and not have the whole community involved? 

MR. HOLLAND: We have not offered it to business customers and primarily there because the 
have their own service offerings: Watts and foreign exchange, Zenith, and Telepac. They have othe 
offers designed for business, for bulk purchasing. 

MR. BROWN: Is this available then on an individual basis between residents? 

MR. HOLLAND: Yes. 

MR. BROWN: lt is? Because I remember a couple of years ago when this circular was sent aroun 
in the area and I believe that the cost dou bled at that time, and at that t ime I believe the syste1 
was such that everybody had to participate in the flat toll rate system, which of course cause 
a lot of concern amongst some of the old age pensioners who didn't want to pay that ext1 
rate. 

Has this been made known to the people in the area over there? lt seems to me that peop 
don't know that this is available to them. Has anything been done to advertise this recently? 

MR. HOLLAND: Well first, Mr. Chairman, Mr. Brown is quite correct. some years ago there w< 
d irect consultation with different towns and proposals to extend the f ee colony area with 
commensurate adjustment in  the basic exchange rate. And again, from the principle of keepir 
the basic access costs as low as possible, that was not pursued. My understanding is that ' 
customers in the exchange are notified of the availability of optional toll call ing and it's acceptanc 
lt has been quite popular with the customers. 

MR. BROWN: This could be, Mr. Chairman. My wife always pays the telephone bil l ,  so I don't rea 
see all the circulars and so on that come with it. 

Another area of concern has been the direct l ines into Winnipeg. I understand there has be1 
a su bstantial increase in costs in this in the last while. Could you tell me about what this increa 
has been? 

MR. HOLLAND: Mr. Chairman, yes, that was discussed at last meeting. The rates up to a hundr 
miles had been $4 per mile from 1 955 to 1 975.  That increased to $5 i n  1 975, and $6.50 in 1 9i 
and that remains the lowest, by the way, of the other Canadian telephone companies, so the 
was an intent to increase this relatively with the other telephone companies. 

I reported last meeting that we have had customer concern and reaction at this and we � 
studying the entire schedule again to make sure that it 's valid and justified. We will be consulti 
with many of our foreign exchange service customers, as well, and if, based on that, if there'� 
decision to revise the tariff, we' l l  apply to the Public Util ities Board for reconsideration. 

MR. BROWN: Another area of concern is that when you purchase a telephone other than bla1 
or if you purchase a longer cord, - I shouldn't say purchase - if you would l ike to have a Ion! 
cord for your telephone, that you are bil led extra monthly for this. And this never really disappea 
where people are asking, "Why can't we just pay this in  one shot and not have this appear 
our monthly bil l ing?" 

Has the Board ever discussed this particular problem? 

MR. HOLLAND: My understanding is that the practice with long cords was altered in 1976; t 
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you can purchase or lease the cords at this time. 
As far as the extension sets go, it has always been the practice to lease those sets on a monthly 

basis. There has been a great deal of study as to what the MTS practice should be, in  the l ight 
of increasing interconnect trends and practices, one of which would be the outright sale of equipment 
by MTS. But I think,  as was mentioned earlier, that again it would depend on the provisions of 
our Act, and the approval by the Public Uti l ities Board of the various tariffs. 

MR. BROWN: On Page 8 of your Report, I see that your uncollectable operating revenues are up 
substantially from 1 977. Is there any particular reason for that? They were $506,000 in 1977, and 
$650,000 in 1 978. That's a substantial increase in one year. 

MR. HOLLAND: Mr. Chairman, that would be at least partially explained by total revenues, which, 
of course, are increasing quite substantially. And I think the second consideration would be that 
these compare quite favourably with experience in the industry, and it rather follows the economy. 
That is, in  buoyant times it tends to drop. In  times if there's increased unemployment or whatever, 
the difficulties increase. But I think we can say, we do monitor these by comparison with experience 
of other telephone companies, and I think we compare very favourably. 

MR. BROWN: Thank you, Mr. Chairman . 

MR. CHAIRMAN: Mr. Evans. 

MR. LEONARD S. EVANS: Yes, thank you, Mr. Chairman. I 'd  like to ask Mr. Hol land a couple 
of questions on the cable operations which the MTS is associated with by virtue of supplying, as 
1 understand it, the communications highway, or the coaxial cable, for the cable operators in 
Manitoba. 

1 have one general question, first of all, and that is - and it relates to a num ber of articles 
that have recently appeared in the papers over the last few months - pertaining to the entire 
:echnological setup that the MTS is using for cable. it's been alleged, or asserted, that a satellite 
;ystem would be far more economical, and is therefore more practical, it is asserted, to be used, 
·ather than the MTS system, which is relatively antiquated, it is said.  And I wondered if the Chairman 
1ad any comment on that. 

VIR. CHAIRMAN: Mr. Holland. 

VIR. HOLLAND: Mr. Chairman, that's a fairly compl icated question. The coaxial cable presumably 
v i l l  continue to be used indefinately for the local d istribution system, so the question becomes the 
nter-city component. The communities outside Winnipeg were l icensed in August, 1977;  having 
vaited some nine years after Winnipeg was served , the: were very anxious to introduce service 
ts quickly as possible. At that time, the economics between satellite and coaxial cable clearly 
1upported the coaxial cable system, particularly if anything more than four channels of service was 
•r would reasonably be required in the future. The capacity of the coaxial cable is fairly extensive. 

The satel l ite service undoubtedly is going to come into play much more frequently and much 
1ore economically in the future as volumes grow and in the meantime, we provided service to 
lrandon, Carberry, Portage la Prairie and Selkirk last fall .  At this stage, the only signals available 
'Y Canadian satel l ite is the CBC northern program, and these communities clearly were looking 
)r the U.S. channels supplementing CTV and CBC. 

Now, the economics change dramatically with usage. With the Canadian satellite, as its use 
1creases the economics wil l  improve. So that in the future extension of the plan, as it proceeds, 
•e' l l  be checking every foot of the way with the various technologies to make sure that we're selecting 
1e best medium. 

IR.  EVANS: Well ,  Mr. Chairman, is Mr. H ol land saying that at the present t ime, satellite is not 
c:onomical; it's better to use the existing technology, given all the circumstances. Is this what is 
eing said? 

R. HOLLAND: G iven the specific service situation with which we were faced in 1977, that is, 
anning the extension west to Brandon, and then the communities around,  clearly the economics 
voured coaxial cable at that t ime. Now you have to, of course, consider each situation. You have 
, consider whether federal government pol icy wil l  permit foreign programming on the Canadian 
ttel l ite, which they have not to date. N BC, CBS - their major networks are not on the U.S. satellites 
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either. If we were serving remote northern communities, a satel lite could well be justifiable and 
feasible, particularly if MTS can bring in other services and use the plant to best advantage -
use that capital investment to the best advantage. 

MR. EVANS: So I gather, Mr. Chairman, that Mr. Hol land is saying that they feel somewhat locked 
in by a decision made a few years ago, but that it is perhaps technologically more efficient, and 
perhaps, therefore, more economical to use a satel l ite. But certain legal impediments and other 
facts that face us at the present ti me, make it inadvisable, or unadvisable, to switch from the one 
system to the satel l ite system. Am I being fair in my assessment of your position? 

MR. HOLLAND: Well, Mr. Chairman, I'm just confirming that, in  our view, and without question. 
the engineering solution for the construction done in  the 1 978 season was correct in using coaxia 
cable. As it extends, by the way, there will be use of microwave, or any other device that is the 
most economical. 

MR. EVANS: At the present time, I understand that the Association of Cable Operators, whict 
has been formed recently, has been negotiating with MTS over a matter of cost-sharing. I am no 
clear, but I was of the understanding that there was some agreement among the operators pertainin! 
to cost-sharing. But there was a problem inasmuch as the operators were not satisfied with th4 
costs that MTS had laid before them. In  other words, I believe there's a feeling that the costs 01 
the part of the Association, that the costs involved in  bui lding the communications highway an4 
everything that's involved in  assessing the cost to the operators, that this cost is too high, an4 
they're asking for a breakdown of this cost. 

And my question is, is MTS prepared to give a breakdown of these costs to the operators s' 
that they can be satisfied that they are being assessed fairly by the MTS? 

MR. HOLLAND: Well ,  Mr. Chairman, we don't hold a seat on the ACON group; that is an instrumer 
established by the federal regulatory agency, CRTC, so we're not aware of their inne 
discussions. 

They recently sought a quotation, the second such, for extension of the network, and the 
quotation was provided to them; and they rejected it as being too costly. Our response to the 
is that by government policy, if any customer chooses to question MTS rates, they have been mad 
su bject to scrutiny by the Public Utilities Board of Manitoba, so that that option is open 1 
them. 

MR. EVANS: Mr. Chairman, is Mr. Holland saying, if I heard correctly, that the operators can � 
to the Public Utilities Board of M anitoba as something of an appeal body or a body that has tt 
legal authority to make an assessment of whether the costs that you are prepared to levy are tc 
high or reasonable, whatever the case may be? Are you aware of whether - you may not be · 

but are the operators taking this course of action? You may not have any information on the 

MR. CHAIRMAN: Mr. Holland. 

MR. HOLLAND: To the best of my knowledge, Mr. Chairman, they have not followed that opti4 
to this date. 

MR. EVANS: Well ,  it seems to me, Mr. Chairman, that there is a bit of an impasse here, inasmu 
as if the operators are not happy with the charges that MTS is prepared to assess, and if tl 
is not resolved, it seems to me that a lot of the activity that could go on in  rural Manitoba, tt 
is the extension of the cable to other communities in  Manitoba, is at a standsti l l .  And of cour 
the crunch really is, as I understand it and I'd l ike to be corrected if I 'm wrong, the crunch re< 
is that whatever the cost finally agreed upon, whatever the cost that the MTS will charge 1 
operators, the two companies in Winnipeg - namely Videon and Greater Winnipeg Cablevisi 
Limited - will have to assess the Winnipeg viewers u fee per month, I presume, 
cross-subsidization in effect, because that's ultimately what it would be. lt could range - I do 
know how the dollars, the charges assessed by MTS work out in terms of monthly fees, but I gw 
it could range anywhere from 50 cents to a dol lar. I don't have that information, but is that 1 

the crux of the matter, that the two companies in Winnipeg , in effect, look upon this as a tax 
their system; that the Winnipeg viewers, Winnipeg cable viewers, are going to have to pay whate 
it is, 50 cents, 75 cenhs or whatever that num ber comes out to in order to help defray the c 
of getting the service to rural communities. Is that a fair assessment? 
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MR. HOLLAND: Mr. Chairman, I think that's quite fair. Starting in 1 974 it became very apparent 
that, because of Winnipeg's proximity to the U. S.  border and its density of population, that as 
with historic telephone service in  smaller centres and remote centres and so on, there would be 
some form of price averaging required, and that principle was accepted by the C RTC in the rates 
which they fixed for the operators outside of Winnipeg. So that in August, 1977, the principle 
appeared to be well established and accepted by their l icensor, the CRTC. The rates that seem 
to be inherent in the $ 1 0  rate, for instance, was something l ike a 50 cent equalization factor, 
compared with $ 1 .60 from the outside Winnipeg people; that is, they would sti l l  pay a premium 
cost, but there would be some assistance from Winnipeg and Brandon, by the way, which also 
would do some price averaging. 

Tt situation has persisted since August, 1977. I 'm pleased to hear that you've heard of some 
progress in sight; certainly MTS is being pressed by these communities to get on with construction 
forthwith.  

MR. EVANS: As I understand it,  the cable operator in  Brandon, Westman Media Co-op as Mr. 
Hol land has just alluded to, has already built into its rate structure the fee required to assist in 
getting the cable to the other communities in  the Westman area, so the Brandon viewer is now 
paying for that The problem in the case of Winnipeg is that the Winnipeg systems were set· up 
Nithout any thought of assisting rural people in getting cable, so that now it's looked upon as an 
:tdditional imposition, whereas I presume if it was built in right from the beginning perhaps we 
Nouldn't have some of the problems that we have right now. But there is, from my understanding, 
1 real reluctance on the part of the Winnipeg operators in paying the cost that would be involved 
n this cross-su bsidization. 

IIIR. HOLLAND: Well Mr. Chairman, I merely point out that that principle appears to have been 
veil accepted by their regulator, which mens means, presumably, that they would get the necessary 
ate adjustment in order to make this possible. 

IIR. EVANS: Wel l ,  there's no question that that principle is implied in all utility operations, all public 
1t i l ity, whether it be Hydro, telephones, gas companies, it's a well-established principle and we see 
t in transportation companies as well, where the bulk of their revenue is made off of trunk l ines 
tnd quite often it's necessary to use some of that revenue to subsidize the branch lines; otherwise 
here would be no branch lines, whether your're talking about railways, whether you're talking about 
irl ine service, and so on. So it is almost a fundamental principle of utility economics. 

I'm wondering whether Mr. Hol land could tell us what is the charge that the MTS is levying. 
Vhat are the numbers that we're looking at? What are you asking the cable operators that they're 
bjecting to? They want a breakdown of the cost before they accept it. What is the cost? Can 
ou reveal that? 

IR. HOLLAND: Mr. Chairman, might I ask Mr. Backhouse to comment on that? 

IR. CHAIRMAN: Mr. Backhouse, would you again join us at the table, please? Mr. 
ackhouse. 

IR. BACKHOUSE: Mr. Chairman, the figures which were identified to Westman Media for a fully 
)St average rate in 1 977 were 65 cents, which would mean that each subscriber in Winnipeg would 
:�y 65 cents, and each of the rural subscri bers in the 29 l icensed communities would pay 65 as 
ell, for del ivery of three channels. Those figures in  the most recent quotation that wa:> given in 
1sponse to the Association of Cable Operators of Manitoba were 58 cents for three channels and 
l cents for four channels. 

R. EVANS: So the argument revolves precisely around which numbers then, Mr. Chairman . Mr. 
:�ckhouse could tell us. 

R. BACKHOUSE: Well ,  as Mr. Holland observed earlier, we don't participate in ACOM, so I 'm 
• t  terribly sure. 

�- EVANS: But did they not indicate to you they wanted a breakdown, they wanted a justification 
· the charge that you were prepared to levy. Have you been able to break that down? Will you 

breaking that down for them, to satisfy them? 

�- BACKHOUSE: Mr. Chairman, I'm not specifically aware of any request, specifically by the 
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Association of Cable Operators, in response to this quotation, wherein they ask for a 
breakdown. 

MR. EVANS: I see. There's been no response to this? 

MR. BACKHOUSE: Yes, there was a formal response where ACOM indicated that a quotation was 
rejected . That was in the form of a written response to the system. 

MR. EVANS: And no further requests for information? 

MR. BACKHOUSE: Not to the best of my knowledge, no. 

MR. EVANS: Well ,  it seems to me, Mr. Chairman, that this therefore has caused some impassE 
in the extension of cable throughout many parts of rural Manitoba. I 'm wondering, why would i 
not be possi ble, given the fact that MTS is in the monopoly position in this, as the wholesaler yOl 
might say in this matter, why the MTS could not take the initiative and extend the - if it's tc 
be coaxial cable - why it could not take the initiative and extend the coaxial cable to the Westmar 
communities; given the fact that the C RTC has already l icensed Westman Media Co-op; given th1 
fact that their l icense is in jeopardy because they can't fulfil l the terms of their l icense. They'n 
in a box, as I understand it. They're in a box, they're required by CRTC to extend the service a: 
rapidly as possible to Minnedosa, Neepawa, Virden, etc., Souris and so on, and they're quitf 
prepared to do it, but they can't because MTS has not built the communications highway, as l 'n  
told. 

Now, MTS comes back and says, "Well, that's because there hasn't been agreement on th1 
cost." But could not MTS proceed anyway with the thought that eventually this matter has to b1 
resolved, so that these communities can get cable sooner rather than later, because I think there' 
a lot of frustration. I think perhaps Mr. Hol land is more aware of that than I am. There's a lot c 

frustration in those communities because they've been waiting for a long time. 

MR. CHAIRMAN: Mr. Holland, any comment on that? 

MR. HOLLAND: Well ,  Mr. Chairman, I think the simple answer would be that the MTS board woul 
require a contract for the service, and assured revenues. I think there is a clear principle that MTS' 
other services should not be used to subsidize this particular network, and furthermore, th 
government by policy has made these rates subject to review by the Public Util ities Board , so th� 
they must be defensible and self-sustaining rates before a regulator. So the simple answer is, th� 
we don't have a customer at this stage. 

MR. EVANS: I 'm sorry, I didn't quite hear the answer. The simple answe is that you don't hav 
a customer. 

MR. HOLLAND: At this moment. 

MR. EVANS: At this moment. Wel l ,  Mr. Chairman, Mr. Hol land referred to the possibil ity, or 1 
the fact that there is no contract. I 'm looking and seeking for ways out of an impasse. I don't kno 
how long this impasse wil l  go on,  but it seems to me that there could be a way if an agreeme1 
could be arrived at, not with the thought of subsidizing one part of the system , but with the thougl 
of unduly or without being within your proper terms of reference, I'm suggesting there could t 
a contract, so that the MTS could be assured that they would be paid for providing that servic 
I 'm not suggesting that WestMan be given a special deal or anything, in terms of any addition 
subsidy or anything l ike this. I'm seeking a way out of an impasse, or unless the operators c� 
come to an agreement with MTS soon, but I don't see that at the moment. So what I ' m  lookir 
for is the possi bil ity of some initiative on the part of MTS , perhaps to satisfy the extension at lea 
in that area because of the commitments that have been made, and also because of the CRl 
Licence Commissions. 

MR. CHAIRMAN: Mr. Holland, any comment? 

MR. HOLLAND: Well ,  Mr. Chairman, I'd l ike to assure Mr. Evans that we've almost used up o 
initiatives, and that we have, I think, come up with as many rate configurations and patterns a1 
staged construction and other features that we could, that would meet the customers requiremen· 
The regulator, the CRTC, is holding public hearings in Winnipeg on June 1 5th, and I understa1 
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that WestMan Media Co-operative hopes to appear before that agency, which may be one 
in itiative. 

MR. EVANS: Well ,  I imagine, Mr. Chairman, I imagine what they would do is ask for more time 
from the CRTC, and explain to them why they can't fulfi l l  the conditions of their licence. That's 
one initiative, but that's not providing cable to Birtle, Minnedosa, Virden, Souris, Melita or 
wherever. 

Is the Chairman more or less ind icating that, in his opinion, that the CRTC licence is not in 
jeopardy, and they're not in that serious a position with the CRTC? 

MR. HOLLAND: M r. Chairman, I don't think I could comment on that. I'm not famil iar with the 
CRTC's criteria here. I presume their l icensee has been in close touch with them and kept them 
aware of the situation. 

VIR. EVANS: Well ,  okay. I wonder if Mr. H olland could then confirm that there's absolutely no 
1ctivity taking place in  the WestMan area, with regard to extend ing cable to these other communities 
)Utside of Brandon and Carberry? 

VIR. HOLLAND: Mr. Chairman, the only activity that I am aware of is that the WestMan Board 
1as been doing some soul-searching. You mentioned earlier, that there is a price-averaging factor 
n the Brandon City rate, and I think they are soul-searching to sse whether or not with that l imited 
esource they can get on at least to a few communities this year. 

IIR. EVANS: Mr. Chairman, can Mr.  H olland indicate whether he has any idea when MTS and 
he Association of Cable Operators can come to some agreement, or do you think that it can only 
>e resolved by the Public Utilities Board? 

IIR. HOLLAND: Well ,  M r. Chairman, I think the key agency here is the CRTC, which is the regulator 
.nd licensor of the Manitoba cable companies. I think they published a Terms of Licensure in 1977, 
nd I would view that as the key agency. 

tR. EVANS: Well, Mr. Chairman, I 'm not sure whether I follow you. I understand that they licence, 
f course. They have the jurisdiction to issue the licence. But do they have the jurisdiction to set 
1e rates? From my understanding, and from our d iscussion up until now, it seems to be a matter 
f an agreement perhaps being reached between the operators and MTS, and then fai l ing that 
greement a settlement by the Public Util ities Board. Where does the CRTC fit into that? 

IR. HOLLAND: Well ,  one of the terms of licensure in August 1 977 by the CRTC, was that the 
lanitoba licensees should co-operate in  developing a price averaging methodology, that would see 
1e service extended forthwith to all licensed communities, That has not been done. 

R. EVANS: Mr. Chairman, so you ' re saying, Mr. Holland is saying, that it is not the CRTC which 
1s to agree whether, say Videon cable, or Greater Winnipeg Cablevision Limited, shall charge 
1other 50 cents or another $ 1 .00 or another $2.00 per month for their services. That's a matter 
1at's settled provincially, is it not, by the Public Util ities Board? 

R. HOLLAND: Well ,  Mr. Chairman, the C RTC fixes the subscriber rates for the cable 
:en sees. 

R. EVANS: So that is the key agency for subscriber rates as wel l .  

R. HOLLAND: Yes. 

�. EVANS: Okay. So that the case of the Public Utilities Board only gets into it because of the 
�t that MTS is involved? Is that where the Public Util ities Board comes in . . .  when we were 
>cussing the possibi l ity of them resolving this matter. 

�. HOLLAND: MTS has a schedule of rates applicable to the cable l icensees for service, and 
� reference I made was that by Order-in-Council any cable customer has the right to initiate an 
lependent review before the Public Util ities Board, of our rates applicable to them. 

l, EVANS: Well ,  I 'm a little vague on this. I hesitate to ask, but maybe Mr.  Hol land is more 
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famil iar. Was there not a recent court ruling confirming certain provincial jurisdiction i n  the matter 
of cablevision? I 'm not sure whether it involved the Province of Saskatchewan, or what have you 
but it would have applicability across Canada, whereby certain provincial jurisdiction in the are<: 
of cablevision was confirmed. Is Mr. Holland famil iar with that? 

MR. HOLLAND: Mr. Chairman, I ' m  aware of recent decisions in the Manitoba courts affecting om 
of the Winnipeg cable licensees. lt basically ruled that the MTS rates were not su bject to reviev 
by the Public Uti l ities Board of Manitoba for cable services. That was fol lowed by the passage o 
an Order-in-Council rendering them su bject to it.  

MR. EVANS: One last question, because I have no desire to keep the Committee here longer 
or to come back another day. Going back to this question of cost breakdown. lt was indicate1 
by Mr. Backhouse, that to his knowledge there has been no request made by the operators o 
the MTS of some sort of cost breakdown. Is the MTS prepared to give that cost breakdown? Ca1 
the MTS give a cost breakdown if it is requested by the operators? 

MR. HOLLAND: Mr. Chairman, we're quite prepared and have no alternative but to give th 
breakdowns requested by the Public Util ities Board to the Public Util ities Board. We would no 
because these are in a competitive sphere, we would not release our internal rate calculations t 
anyone else. 

MR. EVANS: So, as I understand it by way of supplementary then, Mr. Chairman, as I understan 
it, even if the operators came to MTS and asked for the breakdown, you would not be incline 
to give this, but if they then went to the Public Util ities Board, or if an action was in itiated wheret 
the Public Util ities Board was asked to arbitrate in effect, then you would provide that informatio 
to that Board, and allow it to make a decision, whether or not the costs were fair and reasonabl1 
or otherwise. 

MR. HOLLAND: Right. 

MR. EVANS: And then, Mr. Chairman, would the MTS abide by the ruling of the Board with regar 
to the costs involved? 

MR. HOLLAND: M r. Chairman, we would have no option. And I might just mention the referr 
is by initiative of the cable customer. 

MR. EVANS: Well, the in itiative is in their court in other words. The ball is in their court. 

MR. HOLLAND: Yes. 

MR. EVANS: Thank you, Mr. Chairman. 

MR. CHAIRMAN: Mr. Walding,  would you be good enough to move that we adopt the Manitol 
Telephone System Annual Report 1 977 /78? 

MR. WALDING: I'd be very pleased to, Mr. Chairman. I move that the report be accepted. 

MR. CHAIRMAN: That concludes the hearing regardi ng Manitoba Telephone System before t 
Public Uti lities Committee. Committee rise. 
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