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and listen to my presentation and | have to do all the
work up here and stand, and | guess there’s a reason
for it. If | get tired, then I'll sit down.

Mr. Chairman, members of the committee, those of
us appearing today as representatives of the farming
community in Manitoba appreciate having this
opportunity to express to you a number of views and
recommendations relative to legislation intended to
address the farm financial crisis generally, and Bill 4,
The Family Farm Protection Act, more specifically.

| want to point out at this time that as indicated on
the cover page of this submission, this brief presentation
of views is being made jointly by Keystone Agricultural
Producers, Manitoba Pool Elevators and United Grain
Growers.

| am Jack Penner, President of the Keystone Ag
Producers and with me today is Roy Cusitar, the Vice-
President of UGG, and Charlie Swanson will be here
a few minutes later. He was delayed for a little while,
from Manitoba Pool Elevators. Also present are a
number of other representatives and staff members
from our various organizations who we, with your
permission, will call on a little later to assist in response
to questions that | may not be able to answer.

For the information of those members of the
committee less familiar with it, the Keystone Agricultural
Producers, more commonly known to its members and
others as the KAP, is Manitoba’s relatively new
(established in June, 1984) principal general farm policy
organization. As such, it endeavours to represent its
members, close to 3,700 in numbers, of individual farm
unit members from 12 membership districts across the
province, and 14 agricultural commodity and rurally
oriented ‘“‘group’’ members, and the list is attached to
the back, on matters of general interest and concern
to the farming community.

Manitoba Pool Elevators Ltd. and the United Grain
Growers Ltd., of course, require much less introduction,
being Manitoba’s major farmer-owned grain handling
cooperatives representing a major portion of the grain
producers in this province.

We should perhaps indicate that while the KAP has
been somewhat more deeply involved in the debate
on legislation intended to address the farm financial
crisis, officials of Manitoba Pool and UGG have also
met with government officials and held discussions
within their respective organizations regarding this area
of concern. The submission presented to you today
was prepared in consultation with Manitoba Pool and
UGG officials, and the views expressed in here are
supported by them.

In any event, we are sure members of the committee
will understand readily that what has become known
as the farm financial crisis and any measures taken to
address it are of major significance to the constituents
of our organizations, and why, as a result, they have
received a great deal of attention in recent months.

Following the introduction of Bill 4 by the Honourable
Minister Uruski on June 6, 1986 for Second Reading
by the Legislative Assembly, the executive of the KAP,
having discussed the proposed legislation extensively,
agreed to give it qualified support, expressing
agreement with those aspects of the bill which were
consistent with its existing policies and questioning
others which give rise to concern.

In its initial statement concerning Bill 4, the KAP
expressed appreciation of the fact that the Minister

and Provincial Government had undertaken some
initiative in this regard in light of the absence of federal
legislation, despite repeated promises by the Federal
Minister to have legislation which would deal effectively
with the farm financial crisis in place by December of
1985.

On June 12, the Honourable Minister John Wise did
introduce Bill C-117, the Farm Debt Review Act, into
Parliament. However, there was a considerable amount
of doubt at the time as to whether or not the proposed
legislation would be adopted by Parliament before the
quickly approaching summer recess scheduled for June
27, 1986.

In responding initially to Bill 4, the KAP indicated
that in a comprehensive statement on farm credit
provisions, developed and adopted in February 1985,
it had expressed support for a strengthening of farm
debt review or advisory panels in attempting to assist
producers experiencing financial difficulty. At that time,
the KAP also expressed its belief that provision should
be made for some form of debt deferment in instances
where financially pressed farm units appeared to have
a realistic possibility of reaching viability within a
reasonable but specific time period, but indicated it
would not favour the adoption of provincial legislation
providing for debt moratoriums.

With the adoption of the Farm Debt Review Act before
the end of the Parliamentary Session at the end of
June, the debate within the farm community, relative
to legislation intended to deal with farmers’ financial
difficulties, resolved itself into a question of federal
versus provincial legislation. In the course of its
participation in this debate, the KAP has indicated
clearly and repeatedly that its primary concern is the
availability of a fair and consistent process under which
farmers and their families, facing the highly distressing
possibility of losing their livelihood and their homes,
would have access to meaningful resources dedicated
to assisting them in being aware of their rights,
assessing their alternatives, and hopefully negotiating
arrangements which would permit them to continue
with their chosen way of life.

The KAP observed that both the Farm Debt Review
Act and The Family Farm Protection Act offer those
types of assists through the establishment of mediation
boards and processes, and advisory panels or
committees to assist farm debtors in negotiating
alternate arrangements with their creditors, and issued
a public statement indicating that it could not totally
endorse or totally reject either piece of legislation on
this basis.

It is true, of course, that the Farm Debt Review Act
will make provisions for mediation processes strictly
on a voluntary basis while Bill 4 would involve the judicial
system, obliging all parties to participate in the process
established under its provisions. Our organizations
continue to believe that the important objective is to
get the job done regardless of whose legislation is
employed or in what combination.

Throughout the debate the KAP has indicated clearly
its belief that it is quite valid and desirable for financially
pressed farmers and their creditors to negotiate
alternate arrangements which may allow them to
continue their productive efforts and eventually meet
their obligations. Our organizations do contend,
however, that such adjustments to contracts should
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result only through agreement between debtors and
creditors, and have expressed opposition repeatedly
to the possibility of court-ordered debt adjustments.

We believe it to be unfortunate that the provincial
Minister’s expression of his personal opinion that federal
legislation should make provision for court-ordered
adjustments of farmers’ debts, in combination with the
drafting of certain sections of Bill 4, have raised
concerns in the minds of many that The Family Farm
Protection Act would make provision for judges to write-
down farm debts. Such provisions could, of course,
have very serious negative implications with respect to
the future cost and availability of short- and long-term
credit for farmers.

Our organizations believe that many of those
institutions currently providing credit to farmers in
Manitoba have endeavoured genuinely to be flexible
and helpful in attempting to make adjustments aimed
at allowing financially pressed farmers to continue in
their productive endeavours. However, while it is only
to be expected that lenders would oppose vigorously
any measures which they might view as being
unwarranted intrusions into the relationships between
them and their creditors, we find it reprehensible that
some lenders, in expressing their opposition, particularly
to Bill 4, have chosen the tack of attempting to frighten
their farm customers with thinly veiled threats ranging
from higher credit costs to outright abandonment of
the farm lending field.

We have found such actions to be somewhat puzzling
in light of the fact that similar legislation governing
foreclosures on farm land has existed in Saskatchewan
since December 1984, with representatives of the same
lenders there suggesting that the process has, in some
cases, actually enhanced their ability to negotiate
alternate arrangements with farm customers, and have
not, as might have been expected, abandoned the farm
lending business in that province.

We have found it equally puzzling as to why other
participants in the debate, supposedly concerned about
the financial plight of farmers, appear to be in opposition
to measures which might shift the farm debt protection
scale a degree or so in favour of farmers. The question
is asked why governments would take action which
could jeopardize future credit availability for the total
farming community to protect the interests of so few.
From our perspective, this question is very valid and
must be taken fully into account in whatever actions
may be taken. However, we do believe, as well, that
some measures aimed at assuring fair treatment to
farm families facing severe financial difficulty are
warranted.

Having said all this, we would like to turn our attention
specifically to the matter of the disposition of Bill 4.
Our organization believes that there would be little sense
in creating a situation in which there were two sets of
mediation boards and farmer advisory panels, one
federal and one provincial, each attempting to do the
same job for the same people.

With these thoughts in mind, our organization believes
that the mechanisms and processes provided for in
the Farm Debt Review Act, involving voluntary
participation in mediation efforts, should be given a
fair trial and would urge the Provincial Government to
make a sincere effort in seeking arrangements whereby
it could assist in making the federal program do its
intended job.

In making this recommendation, however, we are not
suggesting that Bill 4 should be withdrawn or
abandoned, as has been recommended in some
quarters, but rather held in abeyance in an amended
form against the possibility that the provisions
established under the Farm Debt Review Act prove to
be ineffective.

This could be accomplished by having an amended
Bill 4 adopted by the Legislature, but only partially
proclaimed. The Provincial Government could proclaim
that portion of the act providing for a provincial
mediation board, giving it authority to employ and
administer funds earmarked in the most recent
provincial budget to facilitate the establishment of
agreements between farmers and their creditors on
alternate financial arrangements.

This might well include provisions of certain
guarantees to creditors for further risks undertaken in
situations where it is recommended that a producer
be given an extended period in which to attempt to
achieve viability. We would go so far as to suggest that
a judgment as to the effectiveness of the process under
The Farm Debt Review Act should be made as early
as the end of June, 1987, and certainly not later than
the end of the calendar year.

Our organizations would strongly recommend that
a number of modifications be made to Bill 4. Firstly,
in light of the ongoing debate as to whether or not
those sections of Bill 4 relating to foreclosures involving
farm machinery and equipment, and livestock could
be made effectively based on constitutional grounds,
and the resulting confusion which could ensue, we
believe any sections pertaining to those types of assets
should be deleted from the proposed legislation
altogether.

Secondly, in order to allay related concerns, we
believe section 9(8) and 25(9) of the bill should then
be amended in such a way as to make it very clear
that beyond granting or postponing leave for foreclosure
action, options available to presiding judges would
pertain to procedures only, and would not include ability
to order contract adjustments in the absence of
agreement between debtor and creditor.

Our organizations also continue to experience some
reservations concerning legislative provisions which
would empower the provincial Cabinet to declare
general foreclosure moratorium, particularly for
unspecified periods of time. We would urge that the
legislation be amended to specify clearly that those
provisions would be acted upon only after adequate
consultation and general agreement with farm leaders
and opposition parties.

In conclusion, we wish to reiterate that our primary
concern in this area is that appropriate measures be
taken to ensure that farm families facing extreme
financial difficulty, and perhaps foreclosures and
bankruptcy, be treated with fairness and sensitivity. In
making this statement, we are not suggesting that any
and all producers can be maintained in farming, only
those whose abilities and attitudes exhibit the potential
for viability.

In addition, we believe that anyone, debtor or creditor,
attempting to take undue advantage of whatever
provisions may be put in place, should be dealt with
appropriately and summarily.

An important consideration in this entire area of
concern is that the effectiveness of whatever
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mechanisms are put in place in assisting those for whom
they are intended, will depend largely on the quality
of people put in place to operate them.

Also, in an endeavour to maintain a proper
perspective in this entire discussion, we believe it is
necessary to remind ourselves that while a great deal
of attention has been dedicated in recent months to
consideration of measures intended to assist farm
families in immediate financial crisis situations, there
remains to be dealt with the much larger and ongoing
problem of inadequate incomes being faced generally
by all farmers, owing to low commodity prices and ever-
increasing input costs.

We would like to say that our organizations have
appreciated having had excellent cooperation from
senior policy personnel and the Legislative Counsel
responsible for the preparation of Bill 4, and from the
Minister himself, in providing clarifications relative to
the proposed legislation embodied in Bill 4.

We thank you for this opportunity to express our
views and for your anticipated sincere consideration
of the recommendations we have put forward.

Respectfully submitted on behalf of The Keystone
Agricultural Producers Inc., Manitoba Pool Elevators
Ltd., and United Grain Growers Ltd.

MR. CHAIRMAN: Excuse me, just before we get into
the questioning, we have a bit of sound trouble. | wonder
if we could just take a short recess please. Just be
patient for a few moments.

The Minister of Agriculture.

HON. B. URUSKI: Thank you, Mr. Penner. | want to
thank you for the in-depth brief which | believe coincides
to earlier statements that you'’ve made in terms of -
and I'd like to verify it because you've made statements
dealing with the strengthening of the role of the
mediation boards as being in support of that, as well
as the establishment of the mediation board and peer
advisory panels, and of course the use of the courts
to be guided by the reports of the mediation board.
Is that generally . . . You hold the same position today
as you did when you made those earlier comments?

MR. J. PENNER: Yes, | think | could say so, although
the indication referring to the courts was made in a
somewhat different forum as we are today, and it was,
as you will note, that the position paper on finance that
we’ve put forward a while back indicated fairly clearly
that we recommended the establishment of these kinds
of review boards with access to the federal courts. It
was made basically in reference to the federal situation.

HON. B. URUSKI: In your June 11threlease regarding
Bill 4, you indicated and | quote from your brief, “The
KAP’s Executive is hopeful that judges involved in any
realization hearings would rely heavily on reports
prepared by the proposed Manitoba mediation board
in making orders under the new legislation.” That's
where I'm quoting from because that was your news
release on Bill 4 and | just wanted to make sure that
you're still holding that position.

MR. J. PENNER: That position hasn’t changed.

HON. B. URUSKI: Okay. On page 6 in your brief, you
indicated concern about or that you're puzzled as to

participants who appear to be in opposition of measures
which might shift farm debt protection scale a degree
or two or so in favour of farmer. In terms of the
protection to farmers in serious financial trouble, you've
looked at Bill C-117 and our own act. Which piece of
legislation do you see as being more effective in terms
of the scale and protection of farmers?

MR. J. PENNER: We think, as we have indicated in
our brief, that Bill 117, the federal bill should be given
a fair chance to prove itself as we have indicated. If
it doesn’'t, however, if it isn’'t effective in addressing
the situation, then of course Bill 4 should be fully
enacted and we state the time lines under which we
would make those recommendations in our brief, which
is of course June of next year and no later than the
end of the year where that evaluation should take place.

HON. B. URUSKI: Just in that vein, were you consulted
about the establishment or the drafting and/or
discussion on Bill C-117? The debate centred around
consultation, didn't it?

MR. J. PENNER: | think we've had some discussions
with federal officials on the establishment of that
process but on the bill specifically, no, we have not
been consulted.

HON. B. URUSKI: | guess, in terms of the setting up
of the federal process, with the process being totally
voluntary and there being no funds to assist in
negotiating of realization or rescheduling of debts, do
you believe that there should be monies put forward
by the Federal Government to the review process, if
your position is to allow Bill C-117 to go ahead?

MR. J. PENNER: We're indicating in our presentation
here that we might well in this province, and we’re
speaking for Manitoba farmers, and they can see the
area that we are concerned in, we believe if the
Provincial Government would probably use the funds
indicated within the budget, that we might well use
those funds initially to start the process in this province
and that might be part and parcel of resolving the whole
overall situation.

HON. B. URUSKI: Would you oppose a working
agreement if the province were able to establish one
with the Federal Government whereby the procedures
of the two boards were such that one could in fact,
for example, under provincial legislation, the board
would deal with land foreclosures and the federal one
would deal with farmers’ insolvency procedures dealing
with other assets. Would you be opposed to that kind
of arrangement in terms of the working of both bills
if two boards were in fact set up, as | understand is
the case in Saskatchewan?

MR. J. PENNER: It would largely depend on the kind
of arrangements that would be required to accomplish
it that way, but that’s something we've had absolutely
no discussions on within our organization. Neither have
the other two organizations that are being represented
here today, so it’s really a question that would be fairly
hard to answer at this time.
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HON. B. URUSKI: In the release and in your brief, you
comment as well on some representatives of lending
institutions using, | guess what | would call scare tactics,
to the farm community. Are you in fact referring to any
particular institution in this case?

MR. J. PENNER: No, | think we've heard from some
lending institutions, some individuals, | should say, within
that realm or within those groups, that credit might be
curtailed or it might become more expensive and those
kinds of things. We thought that was a bit unfortunate,
that those kinds of things were being discussed at that
time, especially when we didn’t know what the final
outcome of the bill would be.

HON. B. URUSKI: Mr. Chairman, I'd like to indicate
that in terms of your suggested amendments that you
make note of on Pages 8 and 9, there will be
amendments brought forward dealing with the role of
the courts and the judges, which pertain to their
involvement dealing with the procedurallegislation that
it is and not with any intent to be in a position to order
write-downs or any means.

The only remedy would be in terms of the procedures
allowed under the act and we will consider your
comments dealing with the other sections, dealing with
farm machinery equipment and livestock. You should
be aware that there are at least other opinions in terms
of suggested opinions, that there may be provincial
jurisdiction in those areas. That whole aspect has never
been tested and it may be an option that the province
may wish to - and | say this - to have it referred as a
referral to the courts to see whether or not there may
be some jurisdiction because the federal legislation is,
as well, procedural legislation. But those parts will not
be proclaimed, dealing with farm machinery, equipment
and livestock.

| thank you for your suggestion dealing with the
consultation and general agreement dealing with
moratoria. As you know, I've made the statement
publicly that it is our intention that before any suggested
moratoria be implemented under the act for a specific
period of time, because it would be for a specific period
of time, | intend to undertake, either through this
committee or through some other forum, consultation
with the farm community, and I'd like to thank you for
your brief.

MR. CHAIRMAN: Would anybody else like to question
Mr. Penner?
The Member for Virden.

MR. G. FINDLAY: Thank you, Mr. Chairman.

Certainly | would like to thank Jack, the Keystone,
the Pool and UGG for coming forward. We've had a
lot of discussion on this bill over the last number of
weeks and there’s no doubt in my mind that everybody’s
concern, both in the Legislature and outside the
Legislature, is to maintain as many viable farmers as
is conceivable in the future. Certainly the future’'s a
very unknown situation and every piece of news we
get over the last few months is always negative from
our grain farmers’ point of view.

Certainly, Jack, | would like to ask you what you
perceive as the real problem out in agriculture today.

MR. J. PENNER: | think we all know the answer to
that one, and that’s inadequate income and too high
on the other side of the ledger. Our expenses are too
high and our income’s too low. Most people know that.

MR. G. FINDLAY: Do you see this bill as addressing
that issue?

MR. J. PENNER: No, we don't.

MR. G. FINDLAY: Have you done any analysis to
determine how many people it may facilitate in terms
of staying on the farm?

MR. J. PENNER: We believe that the process
established in the federal, as well as the provincial bill,
will help negotiate and alleviate the stress on those
individuals that are in the kind of dilemma that we’re
talking about here today. | think both pieces of
legislation address that and that’s been one of our
recommendations, that those kinds of processes be
established to help those individuals who are in financial
distress, negotiate themselves either out of it, or to
help them ask for assistance to either become viable
in the long term, or ease themselves out of agriculture.
| think this process would help that.

MR. G. FINDLAY: Now, the mediation process is
certainly the major vehicle of either bill in terms of
finding a solution to the immediate financial problems.
Have you any idea to what extent mediation has been
going on between creditor and farmer, between lender
and farmer over the last, say, couple of years?

MR. J. PENNER: Well, | personally have not
experienced it and therefore I'm no expert in that area.
| wouldn’t want to really comment on it, because of
my lack of knowledge in that area.

MR. G. FINDLAY: Would anybody else in your group
like to comment on the ongoing process?

MR. CHAIRMAN: Mr. Cusitar.

MR. R. CUSITAR: Thank you.

| guess | could go to Saskatchewan and look at what’s
happened in there the last couple of years. They've
dealt with up toward 800 different cases. Several of
those - | think about half of them - were settled out
of court or were just disposed of in other ways, but
solutions apparently came about in about half the cases.
About half of them were kept in agriculture, and the
other half left | think with some honour and with some
sense of security. There didn’'t seem to be any problems
with the mediation. It was acceptable by the people
who had to leave, who remained in agriculture as well,
by the financial institutions who were involved on the
other side.

MR. G. FINDLAY: Just while you're up, you say about
half were resolved without the utilization of the court.
Are you saying that the other half did involve the court
in a final settlement?

MR. R. CUSITAR: In most cases, yes, where they did
go, the judge or whoever was presiding over it used
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not mistaken, the province has been asked to appoint
two, and because they have two appointees on the
board there is no need for two boards in the province
and that the funds being put forward by the province
could be utilized by the federal board when there is
two provincial appointees on it.

MR. J. PENNER: Basically, we recommend another
process though in our brief, and that is to establish
the provincial board and designate the funds as they
see in that direction, certainly.

MR. G. FINDLAY: Your recommendation, as | recall it,
is two separate boards in the province.

MR. J. PENNER: That'’s right.

MR. G. FINDLAY: But could you see the two being
dovetailed as | said?

MR. J. PENNER: Well, | think we're somewhat relieved
to see that there was some cooperation between the
federal and provincial, in that the Provincial Government
designated some board members, although, in our view,
it really didn’'t matter who designated them. We are
quite confident that those people that have been
appointed or will be appointed to the process will have
the difficulty of the farm community at heart. Regardless
of what their affiliations of the past have been, they
will deal with the situation as required.

So, therefore, it might well be that initially you start
with the one, but | think, to be fair to the whole process,
and if you're going to ask the Provincial Government
to inject funds into the process, it would only be fair
to have a committee or a board established that would
have some say into the direction of those funds flowing.

MR. G. FINDLAY: Okay. What I'm trying to get at is
that the people who are going to have all the facts and
have analyzed, it is going to be the board set up by
the federal because that's the one that you're
suggesting is in operation. Then another board has to
be in place so that the persons making application or
whatever, the whole process all over again, it's a
repetition of effort a lot of the time . . .

MR. J. PENNER: No, that’'s not what we’re saying.
We’'re saying that the provincial board would have a
partial responsibility, and that would be to designate
those funds indicated in the budget as to how they
should be allocated. That's what we are suggesting.

MR. G. FINDLAY: In the federal bill, | recall you making
some mention of some support for the Rural Transition
Program. Do you see it as serving a need in terms of
the farmers of Manitoba?

MR. J. PENNER: | certainly do, and so does our
organization. It's something that | think has long been
overdue. | think there is a time period when some of
us in the agricultural community realize that we can
no longer exist, whether it’s through our own doing or
some other people’s doing. There are instances, and
there has been absolutely no assistance available up
to now to reestablish or help reestablish or to reeducate

that sector of the farm community. | think, for that
reason, we're quite pleased that sort of program was
announced, yes.

MR. G. FINDLAY: | think that's consistent with your
earlier statement that not everybody can be saved. The
Minister has made that statement that not everybody
can be saved. And we all know it. Certainly, that's an
avenue to get them into another line of productive life
if that’s the last resort that has to be followed.

In terms of your position on the moratorium, I’'m not
all that clear from what you've said just what you want
done with that moratorium component of the legislation,
considering that you don’'t want Bill 4 enacted. Do you
want it left in the present bill in its present form?

MR. J. PENNER: Well, as we have indicated previously,
we are not in favour of the moratorium process.
However, in discussions with the Minister previously,
we’ve had indication that he is also insisting that it
remain part of the bill. For that reason, we're
recommending the process that we are recommending,
that there be agreement; first of all, discussion and
agreement within the farm community with farm leaders
and also from the Opposition. There might well be a
time when we want to look at that sort of process and
when we might all need it. I'm not sure. Hopefully, it
will never come to that, but there might well be a time
that process might be required.

MR. G. FINDLAY: Should that moratorium in the
present bill have a sunset clause associated with it like
that in the Saskatchewan legislation?

MR. J. PENNER: It's certainly something that we have
discussed, yes.

MR. G. FINDLAY: What's your feeling on it?

MR. J. PENNER: | think our general feeling within our
organization would be that it would be beneficial to
have a sunset clause in it, yes.

MR. G. FINDLAY: What time frame would you suggest?

MR. J. PENNER: We have not had any discussion as
to what length of period that would be. | have some
personal opinions but I'm not going to voice them.

MR. G. FINDLAY: What kind of discussion would you
consider necessary if that was to be the way the
moratorium was to be proclaimed? What round of
discussion, or how would you like to see the farm leaders
and the public at large involved in it?

MR. J. PENNER: Well, | think a process similar to this
one, whereby the farm community was allowed to have
input into the decision-making process, would certainly
be advantageous, unless there are others that might
want to add something to that, but that would be quite
adequate, | think, as far as we are concerned.

MR. G. FINDLAY: Can you see any merit to leaving
the moratorium part out of the present bill and then
bringing it in as a special bill at the time of that round
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of meetings - go through this exact process at the time
that is deemed necessary that a moratorium should
be struck?

MR. J. PENNER: Well, that might be a consideration
that one would want to make. As I've indicated before,
our organization has not supported the general
principles of a general moratorium, and still don’t; but
we also recognize that if there has to be legislation
with moratorium provisions, if there could be included
in that same bill, then, provisions for that discussion
and agreement, and | think that's very important, that
there be agreement reached prior to the imposition of
a general moratorium. Then we would have less difficulty
with it than we do now.

MR. G. FINDLAY: Do you know why the federal
legislation did not incorporate moratorium?

MR. J. PENNER: No, | don't.
MR. G. FINDLAY: Okay.

MR. CHAIRMAN: Anybody else who wishes to question
Mr. Penner?
The Honourable Member for Ste. Rose.

MR. G. CUMMINGS: Mr. Chairman, | was wondering
if Mr. Penner would give us his opinion of the effects
of having the bill passed but not declared and
particularly the effect of the moratorium clause.

MR. J. PENNER: Well, first of all, if we're going to find
out what the federal process is going to do, | think we
need some time to evaluate it. For that reason, | think
we recommended that the bill be passed but not
enacted in its entirety. We see very little difficulty with
having the bill passed and not enacted. However, should
we a year from now see that the federal process wasn’t
adequate, it could very quickly then be enacted; and
if there was no need for it, then, of course, it wouldn’t
be required and it wouldn’t need to be enacted.

MR. G. CUMMINGS: | wonder if the Keystone has had
any discussions about or has any idea of how quickly
a piece of legislation that has passed but not declared
can in fact be put in place.

MR. J. PENNER: | would imagine it wouldn’t take very
long. Hopefully, it wouldn’t take very long if it's
necessary, if it's needed to be.

MR. G. CUMMINGS: So that is the reason. | wonder
if you have a specific opinion then - and | think it is
afact that a bill can be declared very quickly - whether
or not the fact that it is there waiting to be declared
will have virtually the same effect as it being fully
enacted.

MR. J. PENNER: In that case, we would all save
ourselves a bunch of money, wouldn’'t we?

MR. G. CUMMINGS: By saying that we would save a
bunch of money, you mean the . . .

MR. J. PENNER: Well, you wouldn't have to go through
the judicial process or put the whole committee in place
and all that.

MR. G. CUMMINGS: Well, I'm still puzzled by Mr.
Penner’s answer in this case. If | could be more precise,
then, will the effect of the moratorium being there and
not being declared not be precisely the same as it
being declared, in the actual fact of what will follow?

MR. J. PENNER: I'm not quite sure whether | still quite
understand what you're getting at. If you could be a
bit more specific, | would appreciate that.

MR. G. CUMMINGS: I'm not trying to take any
surreptitious route. What I'm trying to determine is if
KAP has given any consideration to the effect of its
recommendation that the bill be carried through but
not declared; if CAP has considered the results of that
situation beyond the fact that it would be there to be
declared; whether or not KAP has had any discussion
along the lines of the question | just asked, which is
the effect on lending institutions, the effect on
borrowers, knowing that the legislation could be very
quickly brought into place.

MR. J. PENNER: | know what the honourable member
is getting at and | think we have indicated very clearly
that there needs to be agreement prior to enacting
that legislation. However, we’ve also spelled out fairly
clearly in our recommendations the process under which
the provincial legislation would be brought into place.
In other words, we are recommending that the federal
legislation be tried for a minimum of at least six months
or a maximum of a year. If that doesn’t suffice, then
of course we have that discussion on the possibility of
introducing the provincial bill but | think we indicate
very clearly that there must be agreement from the
farm community, as well as the Opposition, prior to
putting in place that portion of the bill that would be
objectionable, in other words, the moratorium aspect
of the bill.

MR. G. CUMMINGS: Then if | could interpret your
answer, you're saying that if there is a mechanism clearly
delineated as to the steps that would be taken prior
to the moratorium or Bill 4 in its entirety being declared,
it is part and parcel of your recommendation that a
clearly delineated set of steps and circumstances be
gone through prior to the final declaration of this bill?

MR. J. PENNER: That certainly would be preferable,
yes.

MR. CHAIRMAN: Any other questions? The Member
for Virden again.

MR. G. FINDLAY: Just another question on that same
line, Jack. Would you be in favour of a designated
committee being struck prior to the passing of the bill
with the affected people, the people to be affected by
a moratorium, being appointed to the board, like farm
leaders, politicians, government side and Opposition,
plus credit institutions, plus credit unions and assorted?
Should that committee be struck now that makes that
decision?
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MR. J. PENNER: | think it’s our opinion that we need
not necessarily appoint or put in place a committee
right now. | think we have indicated fairly clearly that
there needs to be that discussion within the farm
community, as well as with Opposition members, before
you proceed. | think we stand by that.

MR. CHAIRMAN: The Member for Arthur.

MR. J. DOWNEY: Thank you, Mr. Chairman.

Mr. Penner, | just have a couple of brief questions.
Are you aware that in - | appreciate the point that you
make that with the federal legislation now in place, it
would appear that it would be a fair opportunity to give
it a year’s trial - are you aware that this same title or
this same bill was on the Order Paper in 1985 and
allowed to drop without any legislation following it?

MR. J. PENNER: No, | wasn’t aware of that.

MR. J. DOWNEY: You point out in your brief that
inadequate income is the major overall problem and
| tend to agree with you and your organizations. It has
been said by many people, and you could probably
help as a businessman and an individual who provides
services or product to other individuals; putting you in
the environment where you are going to do business
with someone, you are to write a contract with that
individual, striking terms of the contract and if there
is legislation in place that the party you are doing
business with has recourse to go to the courts and
break that contract, would you in fact charge more for
the service or could you perceive that more charges
would be applied to the user of that service than without
legislation or operating in that environment?

MR. J. PENNER: | should clarify it to the member that
I’ve been in business for a number of years and I'm
not sure whether we've ever in that context charged
more, but certainly we were a lot more careful in who
we extended credit to. That's certainly something that
| think could be expected and can be expected.

MR. J. DOWNEY: Have you ever operated in the
environment where someone could change the rules
on you, such as the legislation that is being proprosed
now?

MR. J. PENNER: Yes, | think | borrowed money where
somebody could change the interest rates on me quite
at will.

MR. J. DOWNEY: The question I'm asking, though, in
provision of a service to someone else where they could
come and break the contract which you signed with
them?

MR. J. PENNER: No.

MR. J. DOWNEY: Mr. Chairman, | appreciate the
comments dealing with interest rates because that truly
is part of the reason for the problem that we'’re in.
Would it not have more meaning to have this legislation
when in fact the interest rates were at the 20 percent,
rather than the 10 percent that they're at today?

MR. J. PENNER: Who's to say? It might have been
easier to pay 20 percent two or three years ago than
it might be to pay 10 percent next year with the
increases in commodity prices that we're incurring right
now. | don’t know about other people’s farms, but |
know what the cash flow situation is like on our farm
today and it's not the best of situations that we're
incurring right now, | can tell you that.

MR. J. DOWNEY: Particularly when it's unable to move
grain through the Lakehead at this particular time.

MR. J. PENNER: That’s right.

MR. J. DOWNEY: Mr. Chairman, | just want to go back
to he cost. Has he heard, or is there any information
coming from his farm organizations or people he talks
to or groups that he’s talked to, that it in fact could
increase the cost of doing business? | note you said
that it would in fact restrict credit, could restrict credit
to some farm customers. Do you perceive it as an
increase in the cost to them?

MR. J. PENNER: | really cannot personally - and this
is a personal assessment of the thing - | really cannot
see why it should increase the costbecause the general
cost of doing business need not necessarily increase,
especially if you follow the procedure that we're
recommending, that there be some money put in place
in the process to pick up that interim period where the
contacts are put in limbo. | really can’'t see why there
should be an increase in costs incurred at that time.
However, | think there could be and probably will be
a general decrease in money borrowed because of the
caution that will be exercised and will be exercised
regardless because of the cash flow shortage situation
that we're incurring.

MR. J. DOWNEY: What assurance haveyou been given
that there’s going to be some money put in place as
you are recommending?

MR. J. PENNER: Well, | think there was an indication
in the Budget there. There was a sum of money
indicated that might be used for specifically those kinds
of situations.

MR. J. DOWNEY: Mr. Chairman, it is indicated, though,
in the bill that we're debating at this particular time.
Was he given any direct assurances from the Minister?
| note there was consultation taking place.

MR. J. PENNER: We are these
recommendations.

making

MR. J. DOWNEY: | see, okay, but you weren’t given
any assurances? Okay.

MR. CHAIRMAN: Any other member like to question
this - the Member for Portage.

MR. E. CONNERY: Yes, just to make very sure KAP
is opposed to the moratoriums?

MR. J. PENNER: We have been and still are opposed
to general moratoriums unless there is agreement from
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the farm community, as well as from the Opposition,
before an imposition of a general moratorium.

Might | clarify, | think if there would be agreement
within the farm community as well as from the opposite
side of the House that it was necessary, then we might
well be into a period of time that is something we would
hate to think of now anyway. | mean, that’s sort of an
economic situation | hope does not arise.

MR. E. CONNERY: Well, Mr. Penner, through you, Mr.
Chairman, our party has been accused of being against
farmers and supporting the banks and, of course, this
is absolute hogwash. We're primarily concerned about
what is going to be in the best interests of the farmer.
Of course, as | perceive if | was a lender and you as
a farmer - | don’t know if you're in the seed production
business - but if the total package, as the Minister
would have it, where everything would be under the
moratoriums, would you be in favour of lending to a
farmer who was somewhat shaky and if he did have
a bad year, the debt could be written-down, would you
be interested in selling to that farmer on credit?

MR. J. PENNER: Well, | guess when one is in business,
one is always subjected to those kinds of situations
once in awhilewhether you like to be or not. Sometimes
you have to weigh whether the guy will make an effort
or won't make an effort, so | guess the financial
institutions are in a similar sort of a situation and they
have to assess each individual case as it comes along.

MR. E. CONNERY: Our position, or my position anyway,
is that if the moratoriums were there or the threat of
moratoriums - it doesn’t matter if they're in place or
not - if this bill is passed and it’s just not enacted, the
fact of a threat is there, there will be a layer of farmers
who are in the shaky category and, given good times
can make it, but given some bad times can’t make it,
do you not think that the lending institutions might then
shy away if that moratorium factor is there?

MR. J. PENNER: | have no way of knowing that. Let
me go one step further. However, in the business | was
in, the judgments which we made were on the individual
very often, and not only his ability to pay back, but
very often his managerial ability and his past history
had far more to do with whether we would borrow or
not borrow the person money, or whether we extend
credit to that person. Those persons that had however
become doubtful in the past because of their actions,
that sort of thing was weighed upon and | suppose that
same sort of situation exists within the financial
institutions and | doubt very much whether that would
change too much.

MR. CHAIRMAN: Any other members? If not, thank
you very much, Mr. Penner.

| guess the next one will be Bob Munroe, the Manitoba
Cattle Producers’ Association.

MR. B. MUNROE: Thank you, Mr. Chairman, Mr.
Minister, committee members.

Cattlemen, by nature, are independent people and
most have the capability of making their own decisions
and living with them. In conducting business dealings
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with their lenders, that is the commercial banks or credit
unions, that capacity to be able to handle one’s own
affairs has been evident and it does work well. It works
well for both the borrower and the lender because the
responsibilities for both business partners are well
defined within the traditional contract guidelines.

This working relationship would become non-existent
if The Family Farm Protection Act becomes law in
Manitoba. Then a third party with tremendous powers
can intervene in this now private business realm. This,
if allowed to happen, will have long-term detrimental
effects on all of agriculture in Manitoba. Bill 4 provides
for the government to institute a blanket moratorium
on all loan recovery procedures with respect to land,
farm machinery and livestock, with the length of the
moratorium to be decided by the government. Court
authority must be sought and granted before loan
recovery action can proceed.

Under these rules, who in their right mind would loan
money to agriculture? Certainly a very selective process
of lending would ensue. Only those farmers who were
in a secure financial situation would even be considered.
What about the rest? Where would the starting farmer
get funds? He would find it impossible to even get
started. Margin requirements between purchase price
and loans available would become greater and, as far
as getting operating, he might as well forget it
completely.

The leveraged farmer, with Bill 4 guidelines in place,
would not even be a consideration. The impact on all
viable farmers who are still very much the majority
would be an increase in the interest rate. This would
be demanded by the banks to offset their precarious
situation regarding the security of assets. This majority,
due to The Family Farm Protection Act, would see all
lines of credit put in severe danger.

Why should the economic well-being of the majority
be jeopardized for the benefit of so few? The Economic
Analysis Branch of Manitoba Agriculture, in a January
1986 release, showed that a total of 69 farm
bankruptcies took place in 1985, not a bad showing
for an industry which has encountered tremendous
downturns in market returns, cost-price squeezes, world
gluts and consumer resistance. Perhaps to lose a few
producers is a healthy sign in an industry supposedly
tuned to the supply and demand factor.

The Manitoba Cattle Producers’ Association has
attempted to show you that Bill 4 would be of little to
no benefit to those few farmers in trouble, but what
large problems it would create for that still viable
majority.

It is felt that the Federal Debt Review Board
legislation, Bill C-117, is adequate in its powers to help
farmers negotiate with creditors and would be of
national scope. The Manitoba Cattle Producers’
Association urges the Provincial Government to work
along with the Federal Government's Bill C-117.

Thank you, Mr. Chairman.

MR. CHAIRMAN: Thank you, Mr. Munroe. Who wants
to start off? Are you prepared to answer some
questions?

MR. B. MUNROE: Certainly.

MR. CHAIRMAN: Who wants to start off?
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The Member for Virden.

MR. G. FINDLAY: Mr. Munroe, what would you perceive
should be done with Bill 4, in light of your support for
C-117?

MR. B. MUNROE: | wish | was back on the farm, Glen.
| suppose | would like to see it not go any further than
it already has. | don’t think that it's good legislation
for agriculture. | think we've expressed our reasons in
the brief.

MR. G. FINDLAY: You're saying withdraw it.
MR. B. MUNROE: That's correct, yes.

MR. G. FINDLAY: Would you suggest that the funds
indicated in the budget to help distressed farmers be
implemented in any way?

MR. B. MUNROE: | think those funds are necessary
in agriculture for those farmers who are in financial
trouble. | support debt review panels. | believe there
should be a mediator in cases where a farmer is in
dire financial straits and can’t negotiate with his bank
to see whether he has a viable industry. | believe that
funds should be available to assist those few cases
which they might help.

MR. G. FINDLAY: You mention in your brief all lines
of credit would be put in severe danger and the bill
addresses lines of credit on land, livestock and
machinery, what would you see happening to a person’s
operating loan if Bill 4 was put in place? The bill doesn’t
protect the person’s operating loan.

MR. B. MUNROE: It would certainly make it more
difficult to get. | know | shudder for months before |
go into my banker with my projected cash flow these
days, because from one day to the next it could drop
20 percent, like it did this spring. | would suggest it
would be much more difficult, if not impossible, for
many farmers to get operating.

MR. G. FINDLAY: What would happen if a farmer had
his livestock, his equipment and his land and he didn’t
have an operating loan? What would happen to him?

MR. B. MUNROE: | suppose he would have to sell
some livestock. That’s what | had to do this spring,
but | believe he has to solve his own problems. He was
the one who signed the contract initially and | think he
should live by that contract, and if it requires selling
down some - the farm did produce the livestock,
therefore the production of the sale of the livestock
should operate the farm, if at all possible.

MR. G. FINDLAY: You mentioned that there would be
little or no benefit to those farmers in trouble, but large
problems would be created for the still viable majority.
What proportion of farmers do you see as being
adversely affected by Bill 4?

MR. B. MUNROE: | would guesstimate probably about
75 percent.
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MR. CHAIRMAN: Any other questions?

MR. G. FINDLAY: Yes. Do you see any semblance with
this bill and what happened in the 1930’s?

MR. B. MUNROE: | didn't get in the first of the 1930’s,
despite the snow on the roof, Glen, and the latter part
of the Thirties | don’t remember very well because |
wasn'’t very old. But from reading up on what happened
and trying to look into the future there is a semblance,
but the conditions are entirely different. | don’t believe
in the Thirties that the international effect was the same,
and | suppose I'm thinking back to the major victory
the cattlemen had recently with their European
countervail on European beef. We did get it stopped
from coming in and that is a different ball game than
our forefathers had, and I'm not well versed enough
on the Thirties to compare the two situations.

MR. G. FINDLAY: You mentioned you're in support of
mediation boards. Are you in support of any form of
imposed debt write-down?

MR. B. MUNROE: No, I'm not.

MR. G. FINDLAY: Are you in any favour of any form
of moratorium being imposed. In other words, a change
in the contract after it's written?

MR. B. MUNROE: Absolutely not.
MR. G. FINDLAY: Thank you.
MR. CHAIRMAN: The Member for Ste. Rose.

MR. G. CUMMINGS: Yes, Mr. Chairman, | would like
to ask if there’s any form of debt reveiw panels or any
additional strength that could be given to them, that
cattle producers or that Mr. Munroe have spoken of,
would be prepared to accept, if attached to that there
were provincial funds to guarantee loans or possibly
help refinance long-term debt?

MR. B. MUNROE: | would think that would fall under
the jurisdiction of our Minister of Agriculture, the
Department of Agriculture and MACC. If funds are made
available, that would be the proper route for them to
go. | don’t think they should be allocated through a
debt review panel.

| think a debt review panel, in my mind, is one that
would get the two sides together and see if they can
come to a common position on repayment or
continuation.

MR. G. CUMMINGS: Then following on that, would
you be of the opinion that if the debt review panel,
after having made a recommendation, that their
recommendations should then be forwarded to a
department, i.e., the MACC of the government, whereby
there could be recommendations made for any relief
or assistance that might be made available? Is that
what youre suggesting?

MR. B. MUNROE: |f there had been funds allocated
by the Minister of Agriculture for that purpose, then
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that would be the place for the recommendation to go.
If there are no funds recommended for that, then
obviously it would be not much point in sending it to
them.

MR. G. CUMMINGS: Any other members wish to
question Mr. Munroe?
The Minister of Agriculture.

HON. B. URUSKI: Mr. Chairman, Bob in your brief,
you indicated - and | think in answer to a question
placed by Mr. Findlay - that one of the major factors
for the cutback in credit or reduction in credit has been
the reduction in farm incomes. Is that an accurate
reflection of what you had said earlier?

MR. B. MUNROE: Yes, it's one of the reasons for the
reduction.

HON. B. URUSKI: In your brief, you indicated that
perhaps to lose a few producers, dealing with your
comments on 69 bankruptcies, is a healthy sign in an
industry. Would you say it’s a healthy sign in the industry
to lose hundreds of others who are leaving without
declaring bankruptcy?

MR. B. MUNROE: The economic times and the times
of this country right now, Mr. Minister, have a lot more
to do with deciding who farms and who doesn’t than
the farmers or the government or anybody else, but
I’'m from the old school. | believe if | signed for a contract
and | signed for a loan, that is my business and that
is my obligation to repay. It is not the taxpayers’
obligation to repay my debt. If it means | go out of
business - and it very well may - then so be it.

MR. CHAIRMAN: Anybody else wish to ask questions?
The Member for Virden.

MR. G. FINDLAY: Bob, in the eyes of your organization,
how have the credit institutions performed in terms of
lending money to your members - I'm thinking of the
credit unions, the banks, MACC, FCC - all the different
vehicles or different avenues in which they get funds.
How have the organizations performed in your eyes?

MR. B. MUNROE: | would say better than we expected.
| have my complaints against the bank, as I'm sure we
all have. | don't like these little service charges being
tacked on for every time they scratch their ear or
anything else. But | would have to - even though it may
go against my basic nature to agree with the fact that
the banks have, in all honesty and integrity, tried to
assist their customers to the very end of their ability
to do so. | respect the banks for that portion of their
business. | think they’ve been very, very to deal with.

MR. G. FINDLAY: Would you put the credit unions in
the same . . .

MR. B. MUNROE: Having never dealt with a credit
union personally, my own personal business | couldn’t
say, but the members of our association that deal with
them with have no undue problems with them. In fact,
| believe that the credit unions are out looking for
business in the farm community.
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MR. G. FINDLAY: Have you or any of your members
known of any threats by any of those institutions relative
to this bill?

MR. B. MUNROE: I'm sorry, | didn’'t get that.

MR. G. FINDLAY: Have you or members of your
organization experienced threats from organizations
relative to the passing of this bill - in other words, if
credit would be more expensive or less available? Have
you had any of those threats in any of your communities
from bankers or credit union managers?

MR. B. MUNROE: No, | don't think we need to. | think
when we went to borrow money out last April, that we
found it difficult enough to assume for our own selves
that it was going to get tougher.

MR. CHAIRMAN: Any other members wish to question?
The Minister of Agriculture.

HON. B. URUSKI: Yes, Mr. Chairman. Bob, you
indicated that you’re opposed to any moratorium
legislation.

MR. B. MUNROE: Yes, | did.

HON. B. URUSKI: Members of this House made a
statement and | want to read it to you and ask you if
you agree with that statement and it refers to
moratorium: “It offers no more protection to the farmer
than the mediation process, because the creditor can
still apply to the court for leave and continue the
realization proceedings against those farmers
considered to be in a hopeless situation.” I'm assuming
that you would disagree with that statement or do you
agree with that statement, as it pertains to our
legislation?

MR. B. MUNROE: Are you referring, Mr. Minister, that
that refers to the moratorium?

HON. B. URUSKI: Right.

MR. B. MUNROE: | remain opposed to a moratorium
of a legitimate contract.

HON. B. URUSKI: So then you would disagree with
that position?

MR. B. MUNROE: If that’'s what that position states.

HON. B. URUSKI: | should tell you that position
happens to be the spokesperson for the Conservative
Party, speaking on . . .

MR. B. MUNROE: I've disagreed with them before too,
Mr. Minister.

MR. CHAIRMAN: The Member for Virden.

MR. G. FINDLAY: Since the Minister has brought that
up, just for the record, the statement was in light of
- since the moratorium - there can be exemptions to
the moratorium. There’s obviously no need to have the
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moratorium in because any mediation board can do
the work. Would you agree with that statement?

MR. B. MUNROE: Certainly, I've already stated that
I’'m against moratoriums and in support of the mediation
board.

MR. CHAIRMAN: Any other members?

HON. B. URUSKI: Bob, did | hear you correctly . . .
(inaudible). . . (recording equipment breakdown) . . .
the operating loans’ lines of credit in terms of provisions
dealing with the bill that might be necessary or any
other provisions.

MR. B. MUNROE: | don't think | said that, no.

HON. B. URUSKI: No, you really don't want the
government involved in agricultural lending or credit.

MR. B. MUNROE: No, | didn’t say that. | said that if
there was money allocated for assistance to farmers
in trouble, that the place to apply to would be the
MACC or the FCC or where the Minister, who in this
case is yourself, of Agriculture, would allocate those
funds to be applied to.

HON. B. URUSKI: Okay, but you also said that you're
from the old school and said that if | go into business,
| have the right - and | may be paraphrasing - to go
bankrupt.

MR. B. MUNROE: That’s right.

HON. B. URUSKI: Now why would you then expect,
given your argument, that the government should then
come in, and at what stage should the government
come in and bail you out?

MR. B. MUNROE: Because I'm not standing here, Mr.
Minister, as Bob Munroe. I'm standing here as a
representative of the cattle producers and we consist
of more people than just like myself, so | have to speak
for them as well.

MR. CHAIRMAN: Mr. Cummings, did you want to ask
a question?

MR. G. CUMMINGS: On a point of order, Mr. Chairman.
The reply that Mr. Uruski was referring to was given
in response to a question that was hypothetical about
what would the direction take for those funds, and it
is not in good taste for the Minister to put words in
Mr. Munroe’s mouth.

MR. CHAIRMAN: | think Mr. Munroe is strong enough
not to have anybody put words in his mouth.

MR. B. MUNROE: For sure, l can . . .
MR. CHAIRMAN: And if he does, they’ll come out pretty
damn fast.

The Minister of Agriculture.

HON. B. URUSKI: Right on, Bob.
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Well, Mr. Chairman, just to point out to members
that no member appearing before the committee, if he
does not desire to answer a question, is obliged to do
so in terms of the bill. 've known Mr. Munroe long
enough that he can handle himself very well at the
podium.

MR. CHAIRMAN: The Member for La Verendrye, did
he want to ask a question? He had his hand up. No,
okay.

Does anybody else want to ask a question?

Thank you very much, Mr. Munroe, for giving your
time in coming to talk to us.

Mr. Rick Armitage, Land Exchange Limited. Go ahead,
Mr. Armitage, proceed.

MR. R. ARMITAGE: Mr. Chairman, committee
members, in review of the proposed Bill 4, it is the
opinion of this individual and his Land Exchange Ltd.
associates, Bill 4 has a number of flaws.

1. A mediation board process and court
involvement would take far too much time
and cause an increase in accumulated interest
and a decrease in the insolvent vendors equity
status.

2. The Manitoba taxpayer at this time has
enough of a financial burden to bear without
having to shoulder another expense for a bill
which, in my estimation, is only a ploy by the
Pawley administration to make the blue collar
worker and the unions see the administration
as fulfilling an election promise and supplying
aid to the farmer when, realistically, the
proposed bill will only result in financial
hardship to more flowable farm operations.

3. The Federal Government has recently
introduced Bill C-117, a bill that makes an
attempt at protecting the interest of both
parties. So, in our opinion, Bill 4 is
unnecessary and repetitious.

4. In the event Bill 4 passes as proposed, we
feel it will help a small minority for a short
term, but the end result will be financial
hardship not only for the majority of farmers
but also to the industries and their employees
involved in the manufacturing of agricultural
products.

In closing, we advise the Pawley administration to
review their past track record in agricultural decisions
- an example of that would be the Beef Stabilization
Program - and decide to allow more informed systems
to deal with problems this bill proposes there may be.

Thank you, Mr. Chairman.

MR. CHAIRMAN: Thank you.
Questions?
The Minister of Agriculture.

HON. B. URUSKI: Mr. Chairman, one doesn’t have to
take too long to decipher where Mr. Armitage comes
from in terms of the bill; but | wanted to ask him one
question dealing with the past track record in
agricultural decisions.
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Does he view an infusion of some $60 million into
the agricultural industry as being unnecessary in terms
of supporting farm incomes?

MR. R. ARMITAGE: | view the Beef Stabilization
Program as a program that was set up to aid the farmers
that joined it. In the short period of time it's been in
effect, they’ve gone to somewhere between $6,000 to
$8,000 in debt per individual who has joined.

HON. B. URUSKI: Well, are you then saying the infusion
of that capital into the farm community was not a good
investment? Am | getting you right, because that's
basically what I'm reading. | just want to make sure
that | understand what you're saying.

MR. R. ARMITAGE:
investment.

It appears it wasn't a good

HON. B. URUSKI: Okay.

MR. CHAIRMAN: Any other questions?
The Member for Virden.

MR. G. FINDLAY: Rick, in No. 4, you referred to the
end result will be financial hardship for the farm
community if Bill 4 is passed. What do you mean by
financial hardship?

MR. R. ARMITAGE: It's my feeling, and my Land
associates, that if lenders have no way to recover any
losses, they're either going to cease lending or have
to increase the interest rates to cushion any shortfall
there possibly could be.

MR. G. FINDLAY: Do you see this effect occurring to
a large number of farmers or a significant percentage
of farmers?

MR. R. ARMITAGE: | would think somewhere between
45 percent to 70 percent.

MR. G. FINDLAY: What impact do you think this bill
will have on the relationship between farmers and those
agribusiness people that they deal with?

MR. R. ARMITAGE: It's been our past experience that
the agribusiness people and the farmers and the lenders
have solved their own problems in the past, | would
say, to a degree of 98 percent. Again, it's been my
personal experience that whenever there has been a
problem, usually it's when the communication lines
cease to exist between the lender and the vendor.

MR. G. FINDLAY: Can you see a situation developing
where somebody takes security for let’s say a fertilizer
debt or a chemical debt, he takes security on a piece
of land if this bill is in place, is that a safe piece of
security?

MR. R. ARMITAGE: | wouldn't say it was. | can’t find
anywhere in the bill where it gives a secured lender
any recourse.

MR. CHAIRMAN: Any other questioners? Thank you
very much.
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The next out-of-town is Mr. Sam Schellenberg, Vice-
President, Manitoba Chamber of Commerce.

MR. S. SCHELLENBERG: Thank you, Mr. Chairman.

Mr. Minister, ladies and gentlemen, the Manitoba
Chamber of Commerce, through its agriculture
committee, is watching developments in the agricultural
industry with some concern. Like you, we are aware
of the problems and seeking solutions - solutions that
would provide support to the individual farm operators
who are facing a serious struggle, for the agribusiness
sector which is facing major setbacks, and for the
business community in general which will feel the dollar
impact.

The Minister of Agriculture, Mr. Uruski, has been an
outspoken advocate for increased assistance to the
farming community and we commend him for his
initiative most recently at the Federal-Provincial
Agriculture Ministers Conference in Victoria.

The Family Farm Protection Act, which is being
reviewed by this committee, was drafted by the province
in seeking to address the problems in the farming
community and it does so, but in part only. In
discussions with our committee members, and with
members in the farming community at large, there is
positive response to the review boards and the peer
advisory panels proposed by Bill 4, but there is definite
concern expressed about some of the additional powers
which this bill would give the government and/or the
courts. In most areas of rural Manitoba, we pride
ourselves in being able to settle our business
arrangements without resorting to the courts and we
would like to keep it that way. This applies to both the
agricultural industry and the business community.

There are aspects of this bill which are commendable,
but the extent to which it intrudes into the normal
relationship between the farmer and his banking and
credit arrangements raises real cause for concern. In
the interests of our members in both the agricultural
and business communities, we must express our strong
opposition to any legislation that will make court-
ordered debt adjustment a possibility. | might add that
in taking this position, we are in fact taking a similar
position to that of Keystone Agricultural Producers who
state, and | quote, “Debt or contract adjustments should
result only from agreement between farmers and their
creditors.” The moratorium provisions found in Bill 4
will not contribute to an improved working relationship
between the financial community and the agricultural
industry. In fact, it is our opinion it will accomplish quite
the opposite.

Farm operators in our committee stated that this
spring, although the banks and the credit unions were
checking their operating requirements more closely, they
were able to negotiate mutually-acceptable
arrangements. They were able to negotiate - and | think
this is very important - the level of, and the amount
of security that would be required. If this bill passes
unamended, this will no longer be possible. We can
state without any hesitation that the financial institutions
and the suppliers of equipment and services will “‘bank
the fires’”” and proceed extremely cautiously. The
atmosphere of cooperation which the agricultural
industry desperately needs won’t be there.

The cooperation we are talking about is needed
between the financial institutions, the industry, and
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government - or more correctly, we should perhaps
state governments. The Federal Government has just
passed Bill C-117, The Farm Debt Review Act, which
is their attempt to facilitate arrangements between farm
debtors and their creditors and will also create debt
review boards.

The number of mediation, peer advisory and debt
review boards and committees will become not only
confusing but counter-productive. As we stated earlier,
there is a definite role for a ‘““mediation board,” but
we would strongly recommend that as in some other
areas of agriculture, the province and the Federal
Government reach an agreement on this matter and
establish a joint board or, failing that, arrange to have
one board hear all cases.

The Manitoba Chamber of Commerce feels strongly
that there must be a fair and consistent process to
assist farm operators facing foreclosures. To the extent
that Bill 4 seeks to address this problem, it has our
full support. In making court-imposed solutions and
debt moratorium a possibility, this legislation will be
counter-productive and only serve to further weaken
the limited financial resources available to the
agricultural industry. We know that this is not the
intention of this legislation or this government. Your
record of support to agriculture in the past speaks for
itself.

When all is said and done, it is extremely important
to remember that this is not a “made in Manitoba”
problem we are trying to deal with; indeed, itisn’t “‘made
in Canada.” As Grant Devine, the Premier, and Minister
of Agriculture for Saskatchewan recently stated, and
| quote: “The problems in the grain industry have to
besolved,in the long run, by international agreements.
There is a need for multilateral trade negotiations to
address those issues on a worldwide basis.”

Bill 4 will not solve our problems in the agricultural
industry. At best, with the changes that we have
recommended, it will help to facilitate an improved
working relationship and the level of cooperation
between the industry, the banks and suppliers of credit
and services, and the two levels of government. We
suggest that we make those changes and agree to
work together towards long-run solutions.

Thank you.

MR. CHAIRMAN: Thank you very much. Any questions
of Sam?
The Member for Virden.

MR. G. FINDLAY: Just to get straight what you mean
by the last sentence, “let’s make those changes,” the
changes you're referring to is to remove any relationship
to court-imposed debt write-downs?

MR. S. SCHELLENBERG: And the moratorium.

MR. G. FINDLAY: And moratoriums. You would want
to see those portions of the bill totally removed.

MR. S. SCHELLENBERG: Yes, we would.
MR. G.FINDLAY: What about the sections of livestock

and equipment on which the Government of Manitoba
doesn’t have power?
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MR. S. SCHELLENBERG: Well, we feel, | think in this
particular case, that the bill should be amended. | think
with the mediation boards in place and with
amendments in the bill to facilitate better
communication, then, in fact, | think we can facilitate
the problems and establish better communication with
those farmers and their creditors and their suppliers
of credit. In that case, we're talking about machinery
dealers or chemical dealers or what have you. We're
asking for that mediation then to take place with the
whole gambit of debtors, so to speak, or creditors.

MR. G. FINDLAY: Some previous presenters have
recommended that C-117 be enacted in the province.
| presume that they’re thinking in terms of having a
national equality in terms of all farmers across the
country being treated under the same legislation as
part of maybe a national agricultural strategy.

Would you be in favour of supporting that the federal
bill be the bill that’s in place in Manitoba for the time
being?

MR. S. SCHELLENBERG: | don’'t think we would
necessarily take strong exception to it. On the other
hand, | would like to state that there are always regional
differences when it comes to our situation. | think there
is a role the province has to play in this as long as, in
fact, they can cooperate with the Federal Government
in this particular case, and as long as we're talking
about one mediation board, if that is the route we're
going to take, | think we can deal with it.

MR. G. FINDLAY: One mediation board under which
legislation?

MR. S. SCHELLENBERG: What we are suggesting is
that in agriculture there are many other examples of
excellent cooperation between both levels of
government. What we're suggesting is, look guys, get
together on this one too, please, and let's have one
board. We don’t really care how you do it, but only
one, please. It just gets much too confusing and much
too bureaucratic the way it’s looking right now.

MR. G. FINDLAY: And the mediation board to operate
strictly as a board to attempt to negotiate settiements
between creditor and lender?

MR. S. SCHELLENBERG: Ideally to facilitate
communication, yes, in the broadest context.

MR. G. FINDLAY: Are you aware of to what extent
mediation has been going on privately between creditor
and lender?

MR. S. SCHELLENBERG: We feel there has been a
fair amount of it going on and | think very often quite
successfully, and we’re not questioning that, but | think
you're also aware of cases that have certainly come
to public light where there has been a considerable
degree of rancour, one could state, in the negotiations.
| think, from time to time, there is a role that could be
played in facilitating communication if you had a board
that could be appealed to.

MR. G. FINDLAY: Certainly, we're all in favour of that
approach if we can arrive at a system of getting there.
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Do you believe that all farmers can be saved?

MR. S. SCHELLENBERG: No, | think that a farmer is
a businessperson just like a businessperson in any other
sector and, unfortunately, none of us have any
guarantees. It would be nice if we did.

MR.G. FINDLAY: Doyouhave anyidea what proportion
of farmers who would be in a severe financial difficulty
would fall under either the federal or the provincial bill
within the next year?

MR. S. SCHELLENBERG: No, | think we've had all
kinds of statistics and figures tossed around. | know
there’s a percentage of my committee who feel that it
could be around the 10 percent mark in the Province
of Manitoba. | think it’'s somewhat dangerous to
speculate on that in view of the proliferation of figures
that have been tossed back and forth.

MR. G.FINDLAY: Do youhave any ideawhat proportion
of farmers might be somewhat negatively affected
because the relationship of the contracts that have been
signed in the past are now in jeopardy? I'm saying what
number of farmers will be negatively impacted if the
bill is passed in its present form?

MR. S. SCHELLENBERG: Well, if the bill is passed in
its present form, there will be quite a few people who
will be very, very nervous about it. | think, then, let's
use the 10 percent figure. The 10 percent that it is
meant to assist is going to be at the cost of at least
another 50 percent in my opinion. That'’s the 50 percent
that are dicey and | think we’d like to avoid that. We
want to keep those relationships as positive as possible.

MR. G. FINDLAY: Could you expand on that a little
bit? How do you see them as being negatively impacted
upon?

MR. S. SCHELLENBERG: Well, | think, as we expressed
in the paper, that there will be concerns not only on
the part of the banks, there will be concerns on the
part of any other suppliers of credit. By that, | mean
the co-op agent who sells you your fuel, the Simplot
fertilizer dealer if that’s who you're doing business with,
or Esso, etc., etc, etc. | think that whenever your security
in your opinion as a supplier is being put into question,
obviously, you're going to take a very, very close look
at what the situation is all about.

MR. G. FINDLAY: In the farm community many years
ago, a lot of farmers obtained their credit really from
their suppliers. Over the years, the suppliers kept saying
go to the bank for your credit; I'll supply you with the
product; you pay me cash. But in recent years, there’'s
been some supplier credit still available, 30 days, 60
days, maybe a bit longer.

Can you see that credit being available from the
suppliers being more limited with legislation like Bill
4?

MR. S. SCHELLENBERG: | think so, but | think that
one would also have to hasten to add that credit is
becoming more limited in any event in view of the
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general agricultural situation. | can speak to that from
personal experience for that matter. They're taking a
very close look at you.

But | think the point that we made in this paper, when
it comes to the credit situation as it now stands, | think
there are an awful lot of farmers who would rather not
mortgage everything that they own to the hilt in order
to get their operating credit.

| think this year again, at least to a certain extent,
if you were a reasonably good business manager, able
to negotiate not only the amount of money you needed
but what the banks or the creditors, whoever they
happen to be, the borrowers, wanted for security, |
think that if we had debt moratorium legislation hanging
over our heads, that level of negotiation would obviously
no longer be possible. In fact, they would go for the
maximum when it came to security at all times. 'm not
just talking about banks; I'm talking about most
suppliers of credit.

MR. G. FINDLAY: Okay, with Bill 4, then, there are two
scenarios relative to the debt moratorium hanging over
our heads. One is if the bill goes through as it is and
then portions of it are proclaimed, and the other is that
it's put through and no portions of it are proclaimed
but it’s still sitting there.

Do you see the fact that there’s still the provision
of moratorium is passed in the bill and sitting, so-called,
on the shelf as being a black cloud over the credit
institutions and the availability of credit to farmers?

MR. S. SCHELLENBERG: Let me be quite open about
this. We would prefer to see it removed.

| would agree with Jack that when we get to the point
where that is needed, we're going to be in fairly black
circumstances in my opinion and | think, at that point,
it may have to be looked at again, but | think that
should be a separate issue.

At the present time, | think one has to go forward.
| think the intent . . . (inaudible) . . . (recording
equipment breakdown) . . .rightnow, and | think that
certain aspects of this bill in fact can do just that, but
as long as there is any threat of moratorium hanging
over the heads of the suppliers of credit, it's going to,
in our opinion, create more of a problem than a solution.

MR. G. FINDLAY: Certainly, | agree with you. There
are good portions of the bill and the mediation panels
and boards and so on that we agree with fully. Our
proposal has been that those portions be passed but
the moratorium portion be taken out and in the future,
or whatever, two or three years down the road, if there
seems to be a need for a moratorium portion to this
bill, that it could be put through as a separate bill and
the whole debate take place at that time through this
process right here.

Would you see that as being a feasible way of having
the moratorium sort of set aside for the time being and
brought in in the future if it was deemed necessary;
take the black cloud out now and if it's needed in the
future, we could deal with it then?

MR. S. SCHELLENBERG: Well, as our paper stated,
we would like to see the moratorium aspects removed
from this bill and it would certainly be our hope that
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we would never have to discuss it. It’ll be a very black
day, as I've said earlier, when we do have to discuss
it seriously. | think, obviously, the government in power
at the time has the ability and certainly has the mandate
to bring forward legislation of that kind.

MR. CHAIRMAN: Any other questioners?
The Member for Portage.

MR. E. CONNERY: Yes, Mr. Chairman.

Mr. Schellenberg, in the second last paragraph, in
light of the assistance that Alberta, | think in this last
budget was $595 million, and in Saskatchewan where
they're giving, | think it was operating loans of $25 an
acre at 6 percent, your comment, your record of support
to agriculture speaks for itself.

Were you being facetious or were you being sincere,
and if you were sincere, could you explain where their
record is that good?

MR. S. SCHELLENBERG: Well, | think, Mr. Connery,
that in Albera there were obviously election motives
for that size of support and it would be very nice if we
could afford that in Manitoba, but | think it's going to
come out of your pocket and mine no matter how you
look at it. So one has to be a little realistic. | would
expect that the same comment would have to pass as
far as Saskatchewan is concerned. | think that if we,
as taxpayers, feel that is a level of support to the industry
that we can afford, more power to us. | think perhaps
that there are other ways that assistance can be given
to this industry and those would probably be preferable,
but that's a decision that you would have to make.

MR. E. CONNERY: I'd just like you to tellus what areas
you think they’ve done well in.

MR. S. SCHELLENBERG: | think that when you look
at our last paragraph and when we state that this is
a solution that has to be settled through multilateral
trade negotiations and at the international level, and
when we were complimenting Mr. Uruski on the
initiatives which he took at the most recent conference,
| think that any level of pressure which the Provincial
Government of Manitoba, either the party in power or
the Opposition for that matter, any level of lobbying,
any level of pressure which you can put into place that
will see us get to that table successfully and more
quickly will certainly help to solve this particular
problem. | think it was a general term.

MR. E. CONNERY: Mr. Chairman, | think Mr.
Schellenberg has answered the question that, as a
province, we are looking to the feds to bail us out
rather than take some positive approaches ourselves.
So, thank you.

MR. CHAIRMAN: Any other questions for Mr.
Schellenberg?
The Minister of Agriculture.

HON. B. URUSKI: Mr. Schellenberg, you indicated in
your remarks that there would be a problem with trade
creditors and farm equipment dealers.

Are you aware that neither of those two categories,
in terms of conditional sales contracts and their farm
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equipment or trade credit, is actually covered by the
act?

MR. S. SCHELLENBERG: No, | think my comments
were directed more into the general term of things. |
think there are difficulties there already and | think that
was the comment | made at that time.

HON. B. URUSKI: You recognize that they're not
covered by the legislation.

| am assuming that you completely disagree with
those comments of the Winnipeg Chamber of
Commerce of last fall where they said that Canadian
farmers should get no further aid from the Federal
Government at the Regina Annual Conference of the
Chambers of Commerce in Canada when they indicated
that farmers in trouble shouldn’t get any more help
from the Federal Government. You remember those

MR. S. SCHELLENBERG: | understand there was some
question as to the wording of that particular motion
and there has been some considerable discussion as
to the position that was taken.

HON. B. URUSKI: In your remarks, there are two areas,
just so that | understand you correctly, and that deals
with the possibility of court ordered debt adjustment.
If those provisions, in terms of some interpretation that
might go along those lines, was removed, would that
remove a fairly major concern on your part?

MR. S. SCHELLENBERG: Depending on how it was
done, yes. | think we'd want to have another look at
it, but that's the only comment | could make at this
point.

HON. B. URUSKI: Well, can | ask you maybe a bit
more specifically. If, in fact, the remedies available to
a farmer or, in other words, the court could only allow
procedural remedies and not financial remedies, would
that meet your opposition?

In other words, the procedural remedies mean that
if there isn’t bargaining, get back to the table or let
the bargaining go on.

MR. S. SCHELLENBERG: | think, in fairness, we'd want
to have a look at what those procedurals would then
entail and what kind of time spans we are talking about,
etc., etc. There are costs, you know, no matter how
you look at this, to either party in this particular case
and we'd have to have a look.

HON. B. URUSKI: Yes, okay. And, of course, dealing
with the moratorium provisions, you're indicating total
opposition to any type of a suggestion regardless of
what length of time of the possibility of moratorium?

MR. S. SCHELLENBERG: Yes, precisely. We would like
to see that out of the bill.

HON. B. URUSKI: You've heard the presentation made
by Keystone Agricultural Producers where they
indicated that prior to any moratorium being imposed
that there should be consultation with the farm
community. Would you support such a move?
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MR. S. SCHELLENBERG: | think we'd have a much
greater degree of nervousness with the speed and the
rapidity with which it could implemented. | think that
by having it removed at this point, we, in fact, and you,
in fact, are guaranteeing not only to the farming
community but also to our bankers and our creditors
in general. That is something that obviously can be
discussed at a later time and can come up at any time,
but right now it's not hanging over our heads. We feel
that its remaining there, no matter under what
conditions, would in fact, to use Mr. Connery’s term,
be a black cloud that could affect relationships.

MR. CHAIRMAN: Any other questions?
The Member for Virden.

MR. G. FINDLAY: If the amount of credit became more
limited in the agricultural community, what impact do
you see it having on the Manitoba economy as a whole?

MR. S. SCHELLENBERG: That’s something that’s very,
very hard to comment on really. | think, to be quite
precise, your guess is probably as good as mine, not
positive.

MR. G. FINDLAY: In the mediation process which you
support, do you have any reservations about the
unlimited time that process can take in the present the
way the bill is drafted?

MR. S. SCHELLENBERG: Well, | think that whenever
you're looking at a situation like this, the quicker a
problem like this can be resolved, the better it is for
both parties. When you're looking at the farm operator,
for example, he’'s dealing with a defined timetable as
well, and so are his creditors probably in all likelihood;
so | think that to make that period as short and as
productive as possible is obviously in everybody's
interest.

MR. G. FINDLAY: Would you recommend that it be
shortened up and be enacted in a specified period of
time?

MR. S. SCHELLENBERG: |If that is possible. | think
what very often you have is you have the act and then
you have the regulations attached thereto and | certainly
think it should be regulated, let's put it that way.

MR. G. FINDLAY: Would you recommend that in the
regulations the time frame be clearly spelled out of
how long each portion of the process can take place?

HON. B. URUSKI: Mr. Chairman, just on that point, |
want to get clarification there because that seems to
be a discussion in terms of length of time.

Would you consider the fullest length of time being
120 days, 30 for the application and 90 for the panel
review, in terms of the pressures that both the farm
family are in, and the like, and the time for the panel
to do its work as an inordinate length of time for the
review process?

MR. S. SCHELLENBERG: You know, you're in farming
as well as some of the rest of us here, and | think when
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the 120 days takes place would obviously be a real
factor even on the part of the farm family. In our
committee, we have not discussed that in any great
length, and | think probably it should have more
discussion before | react to it, but | do think I'd have
some concern with 120 days. It’s a long time.

HON. B. URUSKI: So then, you'd have concerns with
the federal legislation as well.

MR. S. SCHELLENBERG: Well, as far as the time
factors are concerned, when they’re used to the
maximum, yes.

MR. CHAIRMAN: Any other questioners? If not, thank
you very much, Mr. Schellenberg.
Mr. Gary Parks, Farm and Land Institute of Manitoba.

MR. G. PARKS: Mr. Chairman, and committee
members. | am here to speak to you regarding the
pending legislation on behalf of the members of the
Realtor’'sFarm and Land Institute of Manitoba of which
| am president. Our members are all involved in the
business of real estate as it relates to farm land, and
it is our concern that this bill will only serve to make
things worse for an already beleaguered farm and
agricultural economy. In the long term, it may go so
far as to reduce or eliminate many farmers, as well as
the independent business people who depend on the
farmer’s business for their livelihood.

Our reasons for these concerns are as follows:

1. Under the present federal legislation, Bill C-117,
creditors and debtors are provided with a
comprehensive vehicle through which to ensure fair
and equitable treatment of outstanding debts and
payments. The intent of the legislation, as | understand
it, and its working implementation, is to ensure that
no acts of foreclosure take place prematurely, and that
everyone involved is satisfied as to the state of viability
that the farm can show. This is only good business,
and farming is a business as everyone has come to
realize in the last five years. In every case, there are
two sides to the story and the law presently in place
allows both parties to express their points of view and
to resolve the situation in the best manner available
under the circumstances.

2. The proposed legislation, Bill 4, goes beyond what
can be deemed reasonable and equitable treatment
for all involved, as it provides for the implementation
of a debt moratorium, under which the creditor may
be unable to recoup their security, or take any other
action to satisfy their debt without court approval. This
is restrictive and discriminating as it requires the good,
viable, well-managed operator to pay his debts and
allows the other debt-ridden, over-leveraged operator
to have his debts frozen or set aside, at the discretion
of a review panel.

It only stands to reason that all lending institutions,
farm suppliers, equipment dealers, or anyone else who
has the occasion to extend credit to farmers will be
far less willing to do so and, if credit is extended, the
parameters of the guidelines will be severely curtailed
to reflect the increased risk of non-recovery under the
situation created by a debt moratorium. This will go
so far as to affect the recourse available to retiring
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farmers who choose to provide a purchaser with a
mortgage on his own property. The equity of the farm
land has already been depleted for these retiring
farmers by the restrictions of The Farm Land Protection
Act which eliminates some potential Canadian buyers
for some of this farm land, another poorly-conceived
idea.

It should not surprise anyone, if this legislation is
adopted, to find out when the debts presently in
existence are placed in a moratorium, that it will be
highly unlikely that farmers will be able to obtain
sufficient operating loans to seed or harvest crops, or
pay other bills associated with their operation. As soon
as that happens, the inability to pay bills will have a
domino effect on many small local business people and
agricultural suppliers in the rural area, and you will find
a severe and possibly irreversible trend in the whole
provincial economy. Although Manitobans like to feel
we are diversified in our work force, the pertinent fact
remains that if agriculture is unhealthy, then all facets
of the work force in business will suffer with labour
lay-offs and business shutdowns. Obviously, none of
this will do any of us any good, and it is inconceivable
tounderstand how the government could expect anyone
to provide credit if they are not guaranteed recovery
of their money.

It has been proven time and time again that
economies all over the world will cycle through good
times and bad, provided governments do not take
extreme measures to affect the circumstances or the
market. In Manitoba’s case, we can affect such a minute
portion of the world market or the agricultural economy,
that we are far better to attempt to improve our sales
and cash flow for goods produced than to restrict
private business. It appears to us that the present
government tends to forget that farmers and
independent business are what generate a large part
of the province’s income, and without the opportunity
and ability for them to operate at a profit, the workers
of this province will be out of a job.

In conclusion, | suggest that it does not appear that
the government is sincerely concerned with the state
of agriculture or its associated businesses, but is very
concerned with securing the urban labour vote, by
attempting to display to the blue-collar workers that,
as a socially-aware party, they are trying to help the
family farm and fight the corporate giant. It's time we
woke up and accept the fact that the family farm as
it is portrayed in the good old days is no longer in
existence, and the type of jaundiced approach to petty
politics that has spawned Bill 4 will only result in further
damage to the people who need improvements and
who are doing their best to stay in business.

A number of areas which | feel require changes or
improvements are:

a) MACC - this agency needs a complete review
to determine why they are not able to process
loan applications in less than 120-160 days
and why the personnel are very hesitant to
provide funds for the purchase of land.

b) Fertilizer and Chemicals - an investigation is
needed to find out why the price of these
products has remained so high while the cost
of oil has fallen so drastically.

c) The Farm Land Protection Act - this needs
to be modified to allow the sale by any farmer
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to a Canadian citizen, provided the land is
remaining in agricultural production. This will
at least open up some market in which the
retiring farmer can hope to sell when the time
comes.

Develop a working relationship with the
Federal Government to obtain better prices
and new markets for agricultural goods and
products. Money will have to be spent on
informing the product on the cost of food and
what the farmer really gets.

There are a multitude of other items which also require
attention, but | will only add in closing that, for the
sake of all rural business, you should forget about Bill
4 and get on with some positive activities to stimulate
our economy and not stifle it.

Thank you.

d

-

MR. CHAIRMAN: Any questions, any members - the
Minister of Agriculture.

HON. B. URUSKI: Mr. Chairman, could | ask Mr. Parks,
in his brief he indicates on the bottom of Page 1, "It
requires a good viable managed operator to pay his
debts and allows the other debt-ridden to have his
debts frozen or set aside.” Could Mr. Parks indicate
what part of the legislation gives the province those
kinds of powers?

MR. G. PARKS: If you base this legislation on the same
type of thinking that brought the debt moratorium into
place after the Thirties, then it created hardships rather
than cured them. As far as we're concerned, the people
in the rural area - and | include farmers when | say
people in the rural area - are simply not interested in
having debts set aside or frozen or anything to do with
the moratorium, Mr. Minister, and | say that in all
sincerity. People are the same, as Mr. Munroe has
already stated, we made the deal, we'll pay our bills
and that’s the end of it. We don’t want anybody else
saying well, Joe Blow down the road here, he’s got
himself in over his head, so we're going to write off a
bunch of his debt or freeze it, or set it aside.

But, Bill, you're a real good farmer, so we’ll expect
you to pay your bills.

HON. B. URUSKI: Well, just to ensure it, you're not
pointing to any specific provisions of the act?

MR. G. PARKS: No, I'm not. I'm saying debt moratorium
in general.

HON. B. URUSKI: Okay, are you aware that financial
institutions have already indicated that they're prepared
to set aside and have done so and write-down, in many
instances, farmers debts if they can see some viability
rather than losing their entire portfolio or their loans
made or equity in a farm base, that they already have
done that in many instances, what you are arguing
against now?

MR. G. PARKS: No, I'm not arguing against it. That’s
their private business and how they choose to do their
business is up to them, and how | do my business is
up to me.
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HON. B. URUSKI: Okay.

In your brief, you indicate that this bill would, in fact,
reduce and/or eliminate many farmers as well as
independent businesspeople who depend on farmers’
business for their livelihood, and I'm certainly
concerned. Would you be concerned if, in fact, we may
lose anywhere from 10 percent to 20 percent of our
farmers in Western Canada on the basis of federal and
provincial statistics of farmers in trouble. Would that
be a concern to you?

MR. G. PARKS: I'm sure it would be a concern to
everybody, but | think the way to resolve it is to start
to get more cash income for the farmers rather than
try to do this.

HON. B. URUSKI: If you indicate -(Interjection)- Well,
I'd like to hear the gentleman’s views and let him put
his views on, because there’s no doubt that he has a
concern for the number of farmers there, because it
would affect his business and | think he stated that

MR. G. PARKS:
businessman.

I'm also a farmer; I'm not only a

HON. B. URUSKI: . . . very clearly.
You've also read Bill C-117, I'm assuming, have looked
at it, or have you not?

MR. G. PARKS: Yes, | have.

HON. B. URUSKI: Can you answer me how Bill C-117
can ensure a fair and equitable treatment for all totally
on the willingness of creditors to go to the bargaining
table and negotiate.

MR. G. PARKS: | think that's the first indication it
would be fair and equitable; if it wasn’'t going to be
fair and equitable, they wouldn’t agree to go in the first
place.

Now, if it's on a voluntary basis, | would then assume,
and I'm sure anyone else would assume that if you're
going to a review panel or a mediation board on a
voluntary basis, you're going there to do the best you
can and, really, I've had no indication over the past
few years that the lending institutions or any other
business person hasn’'t been fair and equitable with
the farmers.

HON. B. URUSKI: What would make both parties fair
and equitable, if they don’t have to come before the
panel? Let's say I'm the banker and | don’t like how
you've been handling your affairs with me, and the
process is there and you've applied to go before the
panel, and I’'m saying, Mr. Parks, you aren’t worth 10
cents; | don’t want to deal with you.

What will make me go before the panel and bargain
with you? What is there in Bill C-117?

MR. G. PARKS: What makes it any more fair for it to
be compulsory for people to go there? It doesn’t make
it any more fair if you pass it as compulsory legislation
for them to go to the review panel.

MR. CHAIRMAN: The Member for Virden.
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MR. G. FINDLAY: Mr. Chairman, | would like to ask
Mr. Parks what he would like to see done with Bill 4.

MR. G. PARKS: | stated in the last sentence, forget
about it.

MR. G. FINDLAY: Remove it and drop it.
MR. G. PARKS: That's right, completely.

MR. G. FINDLAY: Would you support Bill C-117, the
federal legislation, if indeed . . .

MR. G. PARKS: Yes, and if it needs to be amended
I’'m sure there will be enough reaction across Canada.
There’s far larger numbers than we have in Manitoba.
It’'ll be amended if it needs to be.

MR. G. FINDLAY: Just in light of the Minister’s previous
comments, if Bill 4 was put in as it’s presently written
and the threat was there to make people negotiate, to
paraphrase what the Minister was saying, to me it would
create a situation where, when the two parties come
to the table initially, they’re both going to bring in very
extreme positions because they know that there’s a
threat there and they're trying to negotiate from a point
of strength. What do you think of that?

MR. G. PARKS: | would believe that’s entirely possible,
yes. | don’t think that the threat should be there. No
one puts good transactions or good deals together
under a threat. You do it if it's amiable to both parties
and, otherwise, unless there’s a benefit for both parties
and both parties can feel comfortable, you never get
a good agreement.

MR. G. FINDLAY: You're not in favour of any
moratorium. Are you in favour of any court ordered
write-downs of debt?

MR. G. PARKS: No, I'm not. I've been in the position
where I've had to pay my bills and | expect everybody
else to pay theirs.

MR. G. FINDLAY: What proportion of farmers would
you see as being adversely affected by Bill 4 as it's
presently written?

MR. G. PARKS: | would say, if you take adversely
affected in the general term of its definition, that
probably all of agriculture will be adversely affected if
Bill 4 is passed, some to more of a degree than others,
but | do believe that it will have an effect on not only
the agricultural economy; | believe it will have an effect
on rural business economy as well.

MR. G. FINDLAY: How do you see farmers being
specifically affected, negatively, by the bill?

MR. G. PARKS: | think if the bill is passed in its present
form that, similar to what Mr. Munroe has stated and
a number of other speakers have stated, if you were
a farmer and you went in to obtain, whether it’s funding
to purchase additional property or an operating loan
or whatever, you're going to be scrutinized much more
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closely than ever before. You may have been the best
fellow there ever was but simply under the terms and
conditions that this bill sets forward, those people who
you expect to get credit from - and | don’t only put
the lending institutions in this, | put everyone who
extends credit to the farm community in it - are going
to have a much harder look at it and with respect to
what Jack said, each person has to do their business
the way they feel best for them.

| do know that, in that instance, you look after No.
1 first. You don’t go throwing your money out all over,
unless you're the government.

MR. G. FINDLAY: When a person is applying for a
mortgage on a piece of property, usually an appraisal
is done and money is granted at a certain percentage
of that appraised value. | think credit institutions have
been using a figure around 75 percent in the past. How
do you see that figure being affected?

MR. G. PARKS: | believe that figure will come down.
| believe the figure, the debt-equity ratio, will be less
than it is or has been in the past. In fact, it's less now.

MR. G. FINDLAY: How much less now?

MR. G. PARKS: Ten percent less.

MR. G. FINDLAY: You're saying, around 65 percent?
MR. G. PARKS: Yes, that's correct.

MR. G. FINDLAY: Where can you see that going to,
if the bill is passed in its present form?

MR. G. PARKS: | can’t say an exact number but |
would think, from a personal point of view, if | were
expected to loan money or take a mortgage on an
agreement for sale or a mortgage back on a piece of
property, it's only good business practice that you
expect a higher return for a higher risk. | would not
risk as much under this legislation as | would have in
the past. | would expect a much larger down payment
or more equity put into it or something, so that my
risk was much smaller.

If the purchaser or the borrower wants to have the
same interest rates as he had before, then he’s going
to have to come up with a lot more money, as far as
| would be concerned.

MR. G. FINDLAY: What will happen with the amount
of land changing hands, under Bill 4 as it's presently
drafted?

MR. G. PARKS: | don't know if it will affect the amount
of land changing hands. The people who will be
purchasing the land will certainly have to be in a much
higher equity position to be able to qualify, | would
think, or the interest rates will have to go up to offset
the risk that these people have here, because if there’s
a threat of a debt moratorium, who would loan money
on a mortgage, whether a private individual or a lending
institution?

MR. G. FINDLAY: What can you see this doing to the
price of land?
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MR. G. PARKS: Land is a commodity like anything
else. It goes with supply and demand and if there's a
lower demand, then the price will either have to come
down or the commodity won’t trade. It doesn’t matter
whether you're trading in rapeseed, flaxseed or land,
it's a commodity on the open market and provided the
open market is allowed to go up and down and go
through its cycles, it always recycles again, but as soon
as there’s interference put into it, it offsets it and it
starts to make an imbalance in the market and that
does not work.

MR. G. FINDLAY: Thank you.

MR. CHAIRMAN: Any other questioners?
The Minister of Agriculture.

HON. B. URUSKI: Mr. Chairman, Mr. Parks indicated
the only difficulty that you saw is government handing
out money and botching it up, that that's one of the
surest ways government really . . .

MR. G. PARKS: No, you're paraphrasing what | said
again, similar to what you did with Mr. Munroe. That
isn’'t what | said.

HON. B. URUSKI: Can you then tell me what you did
say?

MR. G. PARKS: | said that as far as I'm concerned,
the government should start to spend some money in
generating larger incomes for farmers on the sale of
the agricultural goods, not to be coming in the back
door and trying to create a cure for a problem. You
see, it’s like the tail wagging the dog. Let’s get up at
the front of the dog and start to feed it so that there’s
some income there and the people can start to pay
their bills.

HON. B. URUSKI: You indicated that the government,
really generally has botched up the problem in terms
of handing money out. I'm wondering, you made a
proposal as part of your recommendations to reduce
the process of applications in MACC down below 120
days, which | have no disagreement with, but you're
saying then, are you, and | just want to make sure that
there’s no problem of moving it through very quickly,
as far as you’re concerned - the money, I'm talking
about.

MR. G. PARKS: |If you're talking about MACC
specifically, I'd like to see them have the money put
through in 30 days and as far as going back to your
first statement, that | say the government’s botched it
up, you're still putting words in my mouth. | didn’t say
that.

MR. CHAIRMAN: Any other questioners?

HON. B. URUSKI: You indicate a great concern about
the moratorium legislation. Can you tell me what is your
concern, specifically, about the moratorium?

MR. G. PARKS: About moratorium?

HON. B. URUSKI: Yes.
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MR. G. PARKS: If an indepedent body, a third party
becomes involved in the business of two private
individuals, whether those private individuals are
companies or people, there’sa chance that the security
cannot be recovered, that the lender puts forth. Then
to me and every other business person, that is a concern
because if | were going to loan you money and | knew
that there was a chance | wasn’t going to get it back,
you wouldn’t get any from me, to be quite blunt.

HON. B. URUSKI: Is there any provision that you saw
in the bill that does prevent a creditor from being
prevented to realize on his security, in terms of
moratorium, as a right?

MR. G. PARKS: If the debt moratorium is put in, you
can’t put anything about it at that point.

HON. B. URUSKI: Are you aware of the provisions of
the act that there are exemptions around the
moratorium, that the right of repossession is not
excluded?

MR. G. PARKS: The problem is, Mr. Minister, that if
you aregoing to make a bill that you're going to create
exemptions for, why don’t you just leave the bill out
in the first place?

MR. CHAIRMAN:
questioners?

If not, thank you very much, Mr. Parks.

| have a presentation presented, and it's from the
Western Fertilizer and Chemical Dealers Association.
What would be the preference of the committee, to
have it distributed or to have it included in the
transcript?

Anything else? Any other

MR. G. FINDLAY:
in the transcript.

| would say it should be included
MR. CHAIRMAN: Should we have a motion to that
effect?

MR. G. FINDLAY:
transcript.

I will move that it be put in the

MR. CHAIRMAN: Agreed? (Agreed)

| guess we have all of the out-of-towners now, so
this would bring up Mr. Jack McDonald of the Canadian
Bankers’ Association.

Proceed, please.

MR. J. McDONALD: Thank you, Mr. Chairman, and
ladies and gentlemen.

| am pleased to be here this evening on behalf of
the Manitoba Committee of the CBA to speak to our
brief and hope that | can answer your questions when
I'm finished.

| would like to say that | intend to be rather blunt
in our brief and | trust that it will not be seen as the
so-called scare tactics which were referred to earlier.

The current economic situation facing Manitoba
farmers is of concern to all Manitobans. Certainly, the
world over-supply of grain and recent changes in the
agricultural policies of the European Economic
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Community and the United States have resulted in an
extremely competitive market and sharply lower prices.
Not surpisingly, these lower commodity prices have had
a negative impact on the financial well-being of many
farmers. Unfortunately, there is no indication that there
will be any real improvement in conditions in the near
future.

At the same time, governments have created the
perception that a large percentage of farmers are in
severe financial difficulties. This obscures the fact that
bank experience shows more than 40 percent of all
farmers in this province have no bank debt and of the
remainder, only 5 percent, in our opinion, are
experiencing severe financial difficulties at this time.
This is supported by a recent survey of some 400
farmers in the province, which was commissioned by
the CBA - and | might just add at this point that the
reason this survey was undertaken was that the Minister
indicated in the Legislature that more than 80 percent
of respondents to a questionnaire supported the
position that the government put forth in Bill 4.

Managers, bank managers, agrologists and other
senior staff in our organizations did not have that same
view in their discussions with farmers and it was felt
important for us to better understand the views
generally. So this survey indicates one-third of the
farmers in the province were completely debt free at
some time during the past year and only 8.5 percent
considered themselves in severe financial difficulty.

As a whole then, the farm sector in Manitoba still
remains quite strong at this time and we expect, barring
further serious deterioration income in 1987 and 1988,
that the majority of farmers with debt will manage their
way through present difficulties.

But what about those farmers who are experiencing
difficulty? The banking industry has been engaged for
some time in voluntarily extending support and
assistance to farmers. The nature of this support and
assistance has included the following:

1. debt restructuring and consolidation;
2. deferment of principal and interest
payments;
. capitalization of interest;
. interest rate concessions;
. setting aside of debt where appropriate;
. Small Business Development Bonds - and

| believe the total probably in this province

sits at roughly $40 million in that area;

7. continued support with government
guarantees;

8. quit claim and lease back of property;

9. participation in numerous farm management

programs both individually and in

cooperation with the Manitoba Department

of Agriculture and the University of

Manitoba;

provision of advisory services through in-

house agrologists, and | believe at the

moment we have something like 12

agrologists who are full-time in the farm

sector;

provision of computerized record keeping

systems;

provision of computerized statement

programs for farmers’ use;

provision of regular newsletters, financial
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1.
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13.
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bulletins and information services to assist
farm management.

We think these are all positive steps which to date
have been provided by the banks in an effort to give
as much tangible support as possible to farmers.
Unfortunately, Bill 4 does not provide farmers with the
same positive assistance. The general thrust of Bill 4
is counter-productive to its expressed objectives and
is therefore unacceptable.

It is the view of the CBA that a number of the clauses
in Bill 4, if enacted, will not apply to banks by virtue
of the fact that banking and insolvency are within the
exclusive legislative jurisdiction of the Federal
Government. Nevertheless, the CBA feels compelled
to speak out in support of farmers and against sections
of Bill 4.

In our view, the implementation of Bill 4 in its present
form will not assist farmers but will, in all likelihood,
worsen their situation by creating higher costs which
in turn will require banks, and indeed all lenders to
pass on these increased costs to farmers, thereby
aggravating what is already considered to be a most
difficult situation.

If Bill 4 is passed into law in its present form, a
number of likely results can be expected. The approach
to farm lending by all institutions will become much
more cautious. Lenders will be reluctant to participate
in farm lending in all but the more secure situations.
The provisions for further delays in dealing with financial
obligations by some debtors will necessarily affect in
a negative way all arrangements for financing because
lenders will have lost the freedom to be flexible without
penalty.

The additional costs and risks incurred by banks as
a result of the enactment of this legislation will be
passed on to farmers by an increase in the rate of
interest charged on farm loans. These extra costs will
be borne to a large extent by the majority of farmers
who are not in financial difficulty.

These effects of Bill 4 are certainly perceived by the
farm community, if not by the government. The research
conducted by the CBA shows that 67 percent of the
farmers surveyed believe the enactment of Bill 4 will
lead to more conservative lending practices on the part
of lenders and raise the cost of borrowing, thereby
hurting all Manitoba farmers. The situation will become
evident in the spring of 1987 when farmers will be
seeking operating assistance for the 1987 crop year.
If lenders find themselves unable to extend assistance
because of our inability to have control over our security,
will the government be in a position to respond?

We trust they will not point the finger at the banking
industry, suggesting it is not doing its share. In addition
to the cost of programs outlined earlier, the members
of the CBA will suffer losses in 1986 alone from
uncollected interest on non-revenue producing
agriculture loans, from loan loss experience on these
loans, and the costs of carrying farm land of over $22
million. If more must be done, then it must fall on
governments to do it, not on bank depositors and
shareholders.

Given the circumstances and the fact that our survey
indicates that, of the decided farmers, 61 percent either
do not want Bill 4 or consider it unnecessary due to
the enactment of the Federal Farm Debt Review Act,
we hope the government can be persuaded not to
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proceed with Bill 4. If, however, the government still
intends to proceed, we have the following comments,
assuming the amendments to be introduced by the
Minister do not deal with this subject matter.

Bill 4 proposes to deal with the present farm financial
situation in three ways. The first is the creation of the
Manitoba Mediation Board to mediate disputes between
farmers and creditors. While there may well be a role
for mediation or review panels, it is important that the
panel members have the requisite expertise and be
fully responsible for their decisions. In this respect, it
is essential that the panels, if they are to be truly
effective, have the authority to provide assistance by
way of guarantees and/or direct loans to those farmers
which they feel should be supported. We note the
Federal Farm Debt Review Act is in the process of
creating farm debt review boards and the relative panels
in each province. The fact that there are to be two
review processes will create further confusion for
farmers and greater uncertainties for lenders. In fact,
| believe it would make it almost impossible, given what
we know today about the federal process.

Bill 4 secondly proposes a review process prior to
the commencement or continuation of any action or
proceeding whereby a farmer could be deprived of the
ownership or use of his farm land or farm machinery
and equipment. It proposes that no such action can
be brought without first obtaining leave of the Court
of Queen’s Bench. Any such action will be delayed up
to 90 days, or for such further period as the court may
decide, to allow the Manitoba Mediation Board to
submit a report to the Court.

The Court may allow the action to proceed or it may
issue such orders as it considers appropriate. No criteria
are prescribed as a basis on which a judge is to
determine an application. What measure is to be
applied? Will different judges apply different principles?
How can inconsistencies be avoided? Judges will be
able to delay the foreclosure proceedings for what could
amount to an indefinite period of time. We are
concerned that this in itself could be used as a means
of inducing lenders to write off some portion of the
debt in order to gain release from further court
intervention. This will certainly result in uncertainties
on the part of lenders and hence a more conservative
approach to providing credit.

The third aspect of Bill 4 is the power given to the
Lieutenant-Governor-in-Council to declare a
moratorium on the commencement or continuation of
any realization proceeding where a farmer could be
deprived of the ownership or use of farm land or farm
machinery and equipment or livestock. Such a
moratorium would be for either a one or two-year
period. But existence of a moratorium won't solve the
problems of a financially troubled borrower. It may buy
a little time in the hope of a turnaround in income, but
in the meantime, interest continues to accrue and the
debt load grows still larger. Moreover, the ability of the
government to proclaim a moratorium at any time
without further legislative process will create further
uncertainties and a more cautious approach by farm
lenders.

It is our belief that the proposals contained in Bill 4
do not meaningfully address the serious circumstances
faced by some farmers. For those farmers already
experiencing very serious financial difficulties, economic
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recovery is not likely to happen without the assistance
of some form of remedial action program such as
additional direct loans or loan guarantees.

There has always been a need for a secure and
continuing line of credit for farmers. Section 178 of the
Bank Act, which enables banks to advance monies on
the security of crops or livestock or agricultural
implements, was introduced for the benefit of farmers
to address their need to obtain credit. Without being
able to take a security interest in crops or livestock or
agricultural implements, banks would be precluded from
advancing loans on the security of those assets. Bill
4 undermines the current credit basis for the very
farmers it professes to help.

While it is recognized that for the time being the
Federal Government has refused to allow Manitoba to
exercise certain federal powers over banks, there has
been no indication that these sections of the bill which
pertain to livestock and equipment will be removed.
As long as they remain, proclaimed or not, they will
create uncertainty and result in a more cautious
approach to lending by financial institutions. Ladies
and gentlemen, | must emphasize that point. It matters
not whether the act is proclaimed or not.

The impact of Bill 4 on the availability of credit could
be substantial if the experience of the debt write-down
legislation in the Thirties is any indication. Under
legislation known as the Farmers’ Creditors
Arrangement Act the courts were empowered to impose
settlements on both the creditors and the farmer. This
legislationresulted in a wholesale withdrawal of lenders
from farm lending. The mortgage loan companies have
never returned to farm mortgage lending, and farm
lending by banks did not recover until the 1950’s. The
overall result then was a lasting and profound impact
on farm lenders and there is no doubt that Bill 4 will
also have a serious and lasting impact on farm credit.

It is apparent that Bill 4 proposes only to extend the
loan recovery process for an indefinite period of time
and provides no assistance to those farmers facing
serious economic problems.

The CBA proposes the government take another
course of action which will provide tangible assistance
to farmers. The CBA envisages a federal-provincial
project which would see cooperation rather than division
between the two levels of government. More important,
funding could be made available to provide support
through additional financing, and/or guarantees for
deserving farmers.

The Review Board process under the Federal Farm
Debt Review Act is now in place, and can do much of
what is being proposed under the Mediation Board
section of Bill 4. The CBA proposes that the Manitoba
Mediation Board be limited to deciding, by applying
established criteria, whether a farmer qualifies for
support and at what level.

For example, if a farmer’s debt exceeds that which
can be properly serviced from income today and the
boardis satisfied that there is good management ability;
good financial information; honest and reliable business
dealings; and good prospects of returning the farming
unit to a viable operation within a reasonable period
of time through sale of assets or a reasonable
improvement of income, whether it be through prices
or subsidies, a government guarantee could be
considered for that portion of the debt which cannot
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be serviced. Through this process, the financial
institutions involved could be encouraged on a voluntary
basis to set aside, that is, stop the interest clock, on
some portion of their loans for a specified period, say
up to two years.

We recognize a qualifying farmer would probably also
require new funds to finance operations for the ensuing
year. Here we suggest that the government, through
the Manitoba Agricultural Credit Corporation, could
establish a new guarantee operating loan program
guaranteeing 100 percent of principal and interest on
loans to such farmers.

We note that $38 million is available under the
Canada-Manitoba Subsidiary Agreement on Agri-Food
Development signed in 1984. It would seem reasonable
that money from both the Federal and Provincial
Governments could be made available, perhaps under
this program, to provide the additional support required.
We note the Minister has called on the Federal
Government to make funds available for these kinds
of programs we have been suggesting.

To sum up, as a result of the introduction of the
Federal Farm Debt Review Act, the CBA requests that
Bill 4 be withdrawn or substantially amended and that
serious consideration be given to negotiating a federal-
provincial arrangement to help farmers in financial
distress. We are prepared to cooperate fully with
government officials in designing and implementing
appropriate guarantee or direct loan programs. The
objective would be to assist in keeping potentially viable
farmers that are in financial difficulty farming.

Specifically, the CBA recommends that: debt
moratorium power on land, machinery and livestock
be withdrawn; the proposed judicial review process be
withdrawn; an arrangement be entered into with the
Government of Canada to utilize much of the provisions
of the Farm Debt Review Act - the Manitoba Mediation
Board legislation could be amended to ensure prior
consultation with them before foreclosure action is
taken if that is desired; finally, the Manitoba Mediation
Board working in cooperation with the Federal Farm
Debt Review Board be given the power to guarantee
loans or loan set-asides and provide direct or
guaranteed operating loan monies.

We believe these proposals are a significant
improvement over Bill 4 and the Federal Farm Debt
Review Act and would be perceived by farmers in
Manitoba as positive and helpful steps in sustaining
potentially viable farms in financial difficulty. In our
recent survey of farmers in Manitoba, we ask which
they thought would be best for farmers in the province,
i.e., debt moratorium legislation, debt write-down
legislation, or a loan guarantee program. Of those
expressing an opinion, 67 percent favoured the
guarantee program compared to 5 percent for
moratorium and 13 percent for debt write-down. From
all points of view, implementation of a loan guarantee
program will address those specific instances of serious
financial difficulty for potentially viable farmers and leave
untouched the vast majority of farmers in this province
with respect to availability of credit and the relative
costs thereof.

CBA regrets the lack of consultation prior to the
introduction of this legislation, in which event its
concerns and suggestions for improvements could have
been made available to the government of that time.
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Since the introduction of Bill 4 in the Legislature, the
CBA has offered its full resources of its members to
assist in designing programs which would best meet
the needs of farmers and are disappointed that to date
this offer has been rejected.

If Bill 4 is proceeded with, the CBA wants it clearly
understood that in its view it is an ineffective way of
addressing the problems presently faced by a small
percentage of farmers. It will affect the availability of
credit and the cost of credit to a very large number
of farmers and will not provide any real assistance to
those farmers who are actually in need of help.

Finally, a summary of our survey of 400 farmers in
the province is attached to this submission and it
indicates that the opposition to this bill is consistent
from the small farmer to the large operator and from
those with debt to those without debt.

Thank you, Mr. Chairman.

MR. CHAIRMAN: Thank you very much. Are there any
questions?
The Minister of Agriculture.

HON. B. URUSKI: Mr. Chairman, I'd like to ask Mr.
McDonald, flowing from his comments dealing with the
rejection of designing programs to assist the needs of
farmers: Mr. McDonald, you and | spoke about the
need to work towards the designation or work towards
how the fund that we have established, the $6.5 million,
in what way might that fund be used? Are my
discussions fairly accurate up to that point?

MR. J. McDONALD: We spoke, Mr. Minister, yes, about
how we might get together and discuss the bill and in
what manner it could be made a bill that could help
farmers.

HON. B. URUSKI: | indicated to you that the discussions
would be predicated on the basis that we would look
at the fund, in terms of the fund. However, and correct
me if I’'m wrong, the basis of your discussions was let’s
make the bill better and also use the money. Am |
misquoting you?

MR. J. McDONALD: No, | agree.

HON. B. URUSKI: | should mention to you, we still
have not defined the parameters of the bill and it’s still
our hope that we can sit down and discuss this but,
quite frankly, as a precondition to posing amendments
to the bill, it was not a precondition of mine; that the
bill would stay and we would discuss the fund as it is.
So you should know where I'm coming from.

MR. J. McDONALD: Yes, | understood though, Mr.
Minister, in your suggestion that we get together and
talk, we were to talk with your staff and that was to
take place right away. But in my discussions with your
staff, indications to me were that the decision had been
made to go ahead and really there wasn’t much point
in talking.

HON. B. URUSKI: In terms of the bill, that is correct,
but not on the fund. Secondly, you have argued that
Bill 4 will increase your operating costs and therefore

25

lead to a withdrawal of capital from agriculture and to
an increase in interest rates. Based on your experience
in Saskatchewan, can you estimate your increased costs
that you are likely to occur under the process we are
contemplating in Manitoba?

MR. J. McDONALD: No, not at this point, because |
think until we know exactly - if the bill is introduced
in its present form in full, I'm sure it will be fairly
substantial. In terms of our withdrawal from farm
lending, | don’t think there is any doubt but what we
will have to withdraw from certainly, my guess is, the
bottom third of the market. If you're loaning against
security and your security is in doubt, then why would
you want to put the money out?

In terms of costs, though, all | can tell you is that in
Saskatchewan, mention was made earlier about lending
against as high as 75 percent of appraised value. |
believe in Saskatchewan at this time we’re down to as
low as 50 percent, in view of what has happened over
there. Certainly there is no question that we have
increased our rates of interest on mortgage loans and
on general farm loans. As to the percentage, Mr.
Minister, | would hesitate to indicate that it's a half or
it's 1 percent, but because it varies depending on the
individual situation, it is not a general increase to
everyone. In fact, | would suggest, Mr. Minister, that
the end result of this could well be that you would see
some of the farmers who are in excellent financial
condition perhaps winding up with lower interest rates
because the financial institutions, | suggest, will all be
looking to lend money to the best farmers and will not
be interested or too interested in those who are in
difficulty.

HON. B. URUSKI: I'm trying to understand from your
statistics - you indicate that between 5 percent and
8.5 percent, according to your survey, of the farmers
are in financial difficulty. Why then would you exclude
the bottom third of the farm community in terms of
being left out of the possibility of loans?

MR. J. McDONALD: Yes, | indicated between 5 percent
and 8 percent. Our indication within our own banks is
that 5 percent are in severe financial difficulty. The
survey of farmers themselves felt, they themselves, that
there was 8.5 percent felt they were in severe financial
difficulty. That's the difference in those two numbers.

In terms of why we would exclude the bottom portion
is that there are a lot of other farmers who are in either
moderate difficulty or some difficulty, not severe, but
some difficulty and | think those are the ones that are
going to have the greatest concern or we are going to
be concerned to provide funds to them if we’re unable
to rely on security that they offer to us.

HON. B. URUSKI: In the Saskatchewan experience,
and | look at some newspaper articles and | want you
to correct me if the impression is wrong, | know that
you oppose, as the Bankers’ Association, oppose the
Saskatchewan legislation, the moratorium that was put
into place in Saskatchewan. However, on January 9th,
comments made by Wayne Borys of the Bank of
Montreal said the board has helped farmers understand
their financial problems while John Murphy of your bank,
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the Royal Bank, said it was good to have a board that
makes sure both sides are being fair. Gord Hamilton,
from the Imperial Bank of Commerce, and | quote, “We
actually find our relationship with the board is quite
positive.” Can you tell me, in view of those comments
by officials of your association in Saskatchewan, can
you reconcile those statements in view of what you've
just told me?

MR. J. McDONALD: Yes, because we have said all
along that we are not against review panels that would
bring this opportunityfor farmers to have an assessment
of their situation and an independent look at the
decision that’s being made and | think, Mr. Minister,
we supported the review panels that were put forth in
this province a couple of years ago.

HON. B. URUSKI: But you have a moratorium situation
in Saskatchewan where we have not imposed a
moratorium in Manitoba, an actual moratorium being
imposed. Let’s look at the reality of the situation of
what’s happening in Saskatchewan and what is
perceived to likely happen in Manitoba. Let’s deal with
what is in place and what may be in place.

MR. J. McDONALD: | don’t think, as I've said, and
we’ve said in our brief, that a moratorim gets to the
root of the problem. The root of the problem is that
the farmer cannot pay the debts that he has incurred.
He cannot keep the interest up and he cannot make
his principle payments. A moratorium doesn’t change
that. A moratorium merely delays the time frame and,
in the meantime, interest costs continue to rise.

HON. B. URUSKI: Mr. McDonald, one of your
association’s banks has warned the public that Bill 4
will cause interest rates to increase and has sent out
a brochure and made statements to that effect in the
paper. Over the last decade or so, Canadian banks
have made some very large loans which now are very
shaky and of course, and I'll quote a writer, Peter Foster
estimates that between $15 billion to $20 billion have
gone to South American countries and over $4 billion
have gone to Dome Petroleum. Have the costs
associated with these enormous loans resulted in higher
interest rates to borrowers to reduce rates for
depositors and to an increase in service charges?

MR. J. McDONALD: As far as Manitoba is concerned,
we operate completely independently as a province.
We do not have any foreign loans; we do not have any
loans to Dome Petroleum. We're operating here and
| said before, the banks in this province this year alone
will suffer losses in agriculture exceeding $22 million.
| think that's an indication of our support for the
agricultural industry, but | think this kind of legislation
will mean that we will have to take another look at how
far we are prepared to go. Once you get in between
us and our security and how we can deal with our
clients, then it changes our whole relationship between
borrower and lender.

HON. B. URUSKI: Can | ask you, surely youre not
trying to tell me that in terms of the bank’s total
portfolio, that a loan of $4 billion would not be
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considered in its entire loan portfolio as to how it does
business in other sectors of the economy?

MR. J. McDONALD: I'm not responsible for the rest
of the banks, Mr. Minister, | am responsible for Manitoba
and I'm saying in Manitoba we operate completely
independently and as a separate cost and profit centre
and that’s how we manage our business here.

HON. B. URUSKI: Would you, if you were the head of
your bank, consider all segments of the industry in
considering the bottom line of your portfolio?

MR. J. McDONALD: Obviously, Mr. Minister, | don’t
think we need to answer that; it's obvious, if | was, but
I'm not.

HON. B. URUSKI: | think Mr. McDonald knows the
point I'm trying to make and | will tell you then, if in
fact you've made those loans and there may be financial
instability on those loans, why would you communicate
to 8,000 farmers saying that your costs are going to
go up and you haven’t communicated to the rest of
the public on the shakiness of some of the loans that
have been made elsewhere in this nation or outside.

MR. J. McDONALD: Mr. Minister, as far as the cost
to the farmers are concerned, costs are based on risk
assessment and the risks will rise as a result of our
inability to deal with our security in a normal course.
On that basis, risks go up, prices go up.

HON. B. URUSKI: Can you tell me whether the risks
of lending have gone up in the last five years?

MR. J. McDONALD: Yes, they have.

HON. B. URUSKI: How have your lending practices
changed in the last five years?

MR. J. McDONALD: Let me just tell you what our policy
has been because yes, our risks have gone up. The
farming has been good to us as banks over the years
and we have tried to stay with the farm sector in difficult
times. This is not the first downturn but it's been the
most severe, certainly, that | have known in my banking
days.

But in terms of policy, and | can only speak for our
own organization, but | suggest from my discussions
with my counterparts, that we’re all operating in very
much the same fashion. For several years now, as a
result of the problems we've been facing, the farmers
have been facing, we in turn, - when they’re in difficulty
so are we - so for several years now we've instructed
our branches and our managers to give farmers every
opportunity to maintain their operation. The criteria
that we've established for them are basically as follows:
Management ability must be capable of turning the
operation around; there must be some reasonable
degree of equity left so that the farmer still has financial
stake in the success of the farm. There can be no
evidence of fraud, and financial projections must
indicate reasonable prospects of making some future
loan payments. The borrower must maintain detailed
financial records and provide regular information on
the progress.
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In those cases, we have sat down and we have
completed an agreement with each of those farmers
and we've carried on and supported them. In some
cases, that restructuring has worked and the farmer
is back, has a viable operation, either through sale of
land, other assets and just better management. And
others, for whatever good reasons, it has not worked;
poor crops, whatever it might have been and his
situation is worsened.

But if this legislation is imposed, | think it’s clear that
as financial institutions, we’re not going to be able to
go that extra mile that we have been doing for the last
several years. With no control, as I've said before, over
your security, it will be important to withdraw support
much earlier and | would suggest a year or two years
earlier than we have been doing it in the past several
years.

I’m not sure that our going the extra mile is
appreciated by the government. | noticed the
Honourable Mr. Mackling saidin the Legislature on July
11 that the banks have to exercise responsibility; they
have to take care not to put people off the land and
not foreclose on those people unless or until there is
no other way to reorganize or find assistance for those
farmers. | contend the banks have done this where the
farmers have been honest in their dealings, and at the
same time | think we’ve been responsible in proposing
reasonable policy for many months to the government.

HON. B. URUSKI: Mr. Chairman, in view of your
statements about the way you’re handling your credit,
has the approach to lending changed in terms of the
criteria that you've put forward, which | would think
come very close, and maybe you can comment whether
they come close or very close to the criteria or factors
to be considered by the Mediation Board in section
13(4) of the act dealing with what considerations ought
to be taken. Is that fairly close?

MR. J. McDONALD: I'm not sure. | would have to go
and review that, but in terms of the criteria, that is
what we've been following. But | say again that if this
kind of legislation is introduced, then we would have
to back away from that policy.

HON. B. URUSKI: What policy in terms of direct lending
have you been using now? Have you been using a
combination of asset values and cash flow or has it
been primarily asset values in terms of the conditions
that you require in order to secure a loan? How has
that changed over the last three, four or five years or
has it changed?

MR. J. McDONALD: | think, Mr. Minister, | would be
wrong to suggest that it has not changed. | believe that
in the Seventies, farmers, creditors, governments,
bankers, whomever, were all caught up in a pretty rosy
atmosphere, so | suggest that perhaps there were times
when lenders did not exercise sufficient care in ensuring
cash flow. After all, inflation got us out of a lot of things
in this country. | suggest that in some cases, our
managers have probably changed their approach, in
some instances. | don't think it was a major change.
| believe the majority of our managers always looked
to make sure there was cash flow to service the debt.
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But as you get into a problem, as you get into a
difficult situation where you had, as we did in this
province, crop failures or certainly difficulties for a
number of years, suddenly you have a farmer who has
operating loans this year and he can’'t service them.
Suddenly he doesn’'t have any inventory so what do
you do? Well, | suppose we can back away and say
we won't support you, but what we have done is
capitalize those interests and carry them against his
farmland. Eventually, with the decline in the price of
grain and other commodities, he got himself in a
situation where he couldn’t service them. | don’t know
that was any fault of the banker or the farmer at the
time the loan was granted, but those things happen
and they have happened, and they’re the tough ones
that we're fighting with and dealing with right now.

HON. B. URUSKI: That's probably why governments
have come in with guaranteed operating loans and the
like.

MR. J. McDONALD: | suggest that is very true.

HON. B. URUSKI: Can you tell me, Mr. McDonald,
have you made public representation to the Federal
Government, as you and your association have told
me privately, that you concur there should be a national
operating loan guarantee program? Have those kinds
of statements been made publicly previously, in addition
to our discussions, | guess earlier this spring, and the
like?

MR. J. McDONALD: Not certainly by me or our
committee in Manitoba, as we have not been able to
really sit down and discuss the details of this bill. We
felt that at some point, if we were to reach that point,
if we could arrive at a manner in which we could work
together, there would be an opportunity for us to do
that.

HON. B.URUSKI: I'm talking about a national operating
loan guarantee program to complement what is
happening in individual provinces and Manitoba as a
specific; that's what I'm referring to. Calling on the
Federal Government is really what I'm getting at, as
all 10 provinces did in November of'84.

MR. J. McDONALD: To my knowledge, and | would
have to refer perhaps to our head office, but at this
point I'm not aware of a call on that but, yes, | guess
the answer is it has been at a national level.

HON. B. URUSKI: At a national. Thank you very much.

MR. CHAIRMAN: Any other questions?
The Member for Virden.

MR. G. FINDLAY: Thank you, Mr. Chairman.
| see that the survey you did was done by private
organizations?

MR. J. McDONALD: Yes, it was, Criterion Research.

MR. G. FINDLAY: Four hundred people or four hundred
phone calls; is that how it was done?
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MR. J. McDONALD: Yes, it was.

MR. G. FINDLAY: And 67 percent favoured a guarantee
program and only 5 percent supported the moratorium.
In the guarantee program, is the idea to target the
money directly to the farmers in need?

MR. J. McDONALD: That is our proposal, yes, .iat it
be targeted to those that specifically need it and that
the committee would determine certain criteria that
these people were deserving of need and could, in fact,
ultimately turn their operation around.

MR. G. FINDLAY: What kind of money would be needed
for such a guarantee program?

MR. J. McDONALD: | don’t know at this point what
the dollar total would be. | think these were discussions
which we had hoped we could have with the
government. We did some initial screening within our
own organization and | think the amount, we felt, could
be in the order of $25 million; something like that might
be required. However, we also felt that in terms of risk,
it would be substantially lower than that, in that
obviously there would be good security held for a major
portion of those loans.

MR. G. FINDLAY: | noticed in your brief you mentioned
some $22 million. Is that $22 million that was written
off by the banks in both uncollected interest?

MR. J. McDONALD: The cost of carrying farm land
which we’re holding in our portfolio at the moment and
in debts written off, yes.

MR. G. FINDLAY: As part of the Loan Guarantee
Program, would you be prepared to participate with
the government in some sort of shared program for
the Loan Guarantee Program?

MR. J. McDONALD: Well, | guess what we had
proposed and what we are proposing is that for some
guarantee of whatever amount a farmer is unable to
service, looking at his cash flow and determining what
portion can’t be, that we would be prepared to consider
setting aside some portion of those loans that can't
be serviced for a period of time. | don't know what
period of time that should be, one year, two years, and
not collect interest on it. If the committee, the panel,
that would be reviewing this considered that that
operation could be turned around, then | don’t think
that’s an unreasonable suggestion.

MR. G. FINDLAY: There has been a fair bit of discussion
here tonight, and the Minister has mentioned it not too
long ago, that the bill would be passed and only certain
portions of it would ever be enacted.

What's your view of passing the entire bill and leaving
a good portion of it unproclaimed for the time being?

MR. J. McDONALD: Well, | think | tried to emphasize
that in my submission. | guess, firstly, the fact that this
type of legislation is passed, which it overrides contracts
that have been established in the normal course of
business, is certainly cause for financial institutions to
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become cautious in their lending practices in Manitoba,
and | think that applies to more than just farm land.
If you can override contracts in the farm sector, | guess
you can override contracts in other sectors too at any
given time.

Also, this legislation requires clearance of the courts
before recovery under security, and the conditions that
the courts might impose, the delays that we might
encounter create more uncertainty, and when you've
got uncertainty you've got a more conservative
approach, but debt moratorium hanging over our head,
not knowing when it might be imposed, that’s certainly
going to be another uncertainty and there’s no way
that you can avoid not being more cautious.

I'm not sure if the Minister was referring to this earlier,
but finally | guess while the Federal Government may
not have permitted the province to exercise certain
powers over banks at this time, as a result of changes
that were made in 1980 and, more recently, | think Bill
20 with respect to The Executions Act of Manitoba,
and the fact that financial institutions also make use
of The Personal Properties Security Act, proclamation
of Bill 4 at any time could create many problems with
respect to the effectiveness of our security and many
delays in enforcing it while the laws are sorted out.

So | guess, therefore, one must make decisions based
on those possibilities and probabilities, and | believe
a far more conservative or cautious approach to lending
is in order. | just don’t think we’ll be able to go the
extra mile if this kind of moratorium legislation, even
if it’s not proclaimed, if it’s sitting there over your head,
it's like having a loaded gun pointed at you and you
don’t know when somebody is going to pull the trigger.

MR. G. FINDLAY: So what you're saying is that the
combinations you put forward for the farm community
in the past will terminate once this bill is passed whether
it's proclaimed or not?

MR. J. McDONALD: | believe there will be a definite
change in our policy and lending practices, and | think
we heard it a little bit from some of the other speakers
when they said it’s already happening. | mean these
things don’t go unnoticed by our managers out there.
| can’t legislate them into carrying on and granting
loans that they may have granted two years ago. They
read the papers, they read the articles, and certainly
they understand the implications. | suggest it’s already
starting to happen and, obviously, if the bill goes
through, proclaimed or not, policies will have to change.

MR. G. FINDLAY: In the bill, there is no method of
protecting assets while any of the proceedings are going
on. How do you view that?

MR. J. McDONALD: We are concerned. | guess we're
very concerned today even at the federal level where
15 business days, three weeks notice, is required. A
lot of things can happen in three weeks when situations
are in the kind of difficulty that we would be
encountering before you go to a review panel. So, yes,
we have a lot of concern with respect to control of
those assets.

MR. CHAIRMAN: The Member for Virden, other
questions?
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MR. G. FINDLAY: No, go ahead.
MR. CHAIRMAN: The Minister of Natural Resources.

HON. L. HARAPIAK: Mr. Chairman, just a couple of
brief questions to Mr. McDonald.

You touched briefly on loan losses and | think you
indicated that the agricultural community had really
been quite a good area in which to do business. There
was reference to a $22 million loss in the loan portfolio
in the past year - | believe that’s for the entire banking
industry in Manitoba - is that currect?

MR. J. McDONALD: For the current year, yes.

HON. L. HARAPIAK: If you expressed that as a
percentage of your agricultural loan portfolio, what
would that translate into a percentage loss?

MR. J. McDONALD: Well, the total portfolio in Manitoba
is something like $835 million and some dollars, |
believe, for the banking group.

HON. L. HARAPIAK: What | was trying to get some
sense for was the loan losses in your agricultural
portfolio compared to your loan losses in the other
sectors.

MR. J. McDONALD: In the rest of the sectors, our
loan losses - and again | can’t speak for my
counterparts; | can speak for our own organization at
this point - our non-productive loans are loans on which
we're not collecting interest today and represent two-
thirds of our total non-productive loans in this province.
Our loan losses represent about 70 percent of our loan
losses in this province.

HON. L. HARAPIAK: You're saying 70 percent of your
loan losses are from your agricultural loans?

MR. J. McDONALD: Yes, of our total loan losses,
agriculture represents approximately 70 percent.

HON. L. HARAPIAK: That would be a significant change
from the historical pattern, would it not?

MR. J. McDONALD: It would be a significant change
up until about three to four years ago, yes.

HON. L. HARAPIAK: That’s what I'm trying to get at.
Just another question.

In the earlier part of your presentation, you made
reference to the different means by which you were
trying to accommodate the loans. There was no
reference there to debt write-down; but, in fact, | expect,
and | think it’s been stated, that there is some debt
write-down occurring. Are you acknowledging that by
some other wording in some of the statements that
you make?

MR. J. McDONALD: No, | used the term ‘“‘the setting
aside of debt where appropriate,” which to me has not
eliminated the debt, but we are not collecting interest
on it for the time being. But in terms of debt write-
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down, again in our own organization, | do not believe
we have done any actual debt write-down.

HON. L. HARAPIAK: If you do not have any debt write-
down for continuing operations where a farm operation
runs into some difficulty and you may be trying to settle
out an account, is there in fact then some forgiveness
of indebtedness which would be the equivalent to a
debt write-down?

MR. J. McDONALD: There could be. Yes, there could
be a settlement in terms of arriving at a final settiement
with a farmer. It may well be that we will, to enable
him get on and do something else with his life or to
get into another business, whatever it might be, we
may well agree to take over the farm land that he might
own and sell it. We may agree to forgive whatever debt
is left owing. Yes, there could be something in that, |
would agree, but not debt write-down for an existing
account.

HON. L. HARAPIAK: What information can you give
us with respect to the availability of credit, if we looked
at, say the two previous years, in terms of availability
of credit to agriculture? Is there a trend line developing?

MR. J. McDONALD: The total credit, | guess, and again
| might have to refer to my colleagues. But in our own
situation, credit has continued to rise very modestly in
the last several years, very modestly, despite write-offs
and losses.

HON. L. HARAPIAK: |, being a farmer myself, accept
that there is an increased risk involved in the business
of agriculture and lenders would share in that. But what
I'm trying to get a sense for, when we have this
discussion surrounding Bill 4, and some people painted
it as the black cloud. It is an element of risk; | will
accept that. But how would that rate in comparison to
the 20 percent reduction in the price of grain?

So when you are making that assessment of your
loan portfolio and you take into account all of these,
would that factor of the reduction in grain prices not
be much, much more significant than any impact of
this legislation?

MR. J. McDONALD: Certainly it has a bearing. But |
guess at this point, looking at some figures that were
provided by, | guess by Agriculture Canada, as late as
June, indicated that realized net income by farmers in
this province in the past year was up over the previous
year, and 1985 was up over'84. Certainly there’'s been
substantial amounts that have also come into being as
a result of the Western Grain Stabilization Programs,
and probably, as | understand it, it will probably increase
in the coming year because of the decline in . . . So
there is some cushioning, | guess, in effect despite, |
understand and | recognize the problem is serious and
I’'m not trying to minimize it. Please don’t feel that I'm
doing that. But there is some cushioning effect | think
by some of the subsidies and that's not to say there
shouldn’t be more.

HON. L. HARAPIAK: The last question | had was in
reference to the Saskatchewan experience where you
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indicated that at this time, and I'm not sure if you're
talking about the banking industry generally or the Royal
Bank, was financing land in Saskatchewan at 50 percent
of appraised value.

MR. J. McDONALD: Yes, that's my understanding and
this was done. | believe this was communicated to the
Minister on July 7, where we undertook to provide
information at that time on the Saskatchewan
legislation.

In that letter to the Minister, we indicated that lenders
in the province have decreased the amount they will
advance to a maximum of 65 percent but more
permanently in the 50 percent of the appraised value
range.

HON. L. HARAPIAK: Would you be able to tell us how
that might compare to Alberta or other jurisdictions,
just for comparative purposes?

MR. J. McDONALD: No, I’'m sorry | can’t tell you that.
| could ask. It would be the lowest in the country is
the view at this point.

HON. L. HARAPIAK: By what factor or by what margin?

MR. J. McDONALD: Certainly, | don’t think you'll find
anywhere else that we’re below 65 percent, would be
probably the lowest anywhere else in the country.

HON. L. HARAPIAK: My last question was again, in
terms of the first presentation that we heard tonight,
and that was from the Keystone Agricultural Producers.
There was a statement within that which seemed to
indicate that the legislation which was put in place in
Saskatchewan did not have the dire outcomes that are
being predicted here for Manitoba. So | was sensing
that there was a bit of disagreement between the picture
that you were painting and the statement that was made
by the Keystone Agricultural Producers.

MR. J. McDONALD: | can’t recall that, but if that’s
the case, | would agree there is a difference.

MR. CHAIRMAN: Any other questions — the Minister
of Agriculture.

HON. B. URUSKI: Mr. Chairman, | just looked at the
back of your presentation dealing with the survey. I'm
wondering whether you had as much problem as we
did in terms of the definitions of the moratorium. | know
when | met with Manitoba Pool Elevators Board of
Directors, one of the first things that they talked about
is that there was a lot of confusion dealing with people’s
perception of what the meaning of moratorim was.
In your survey that you did, was there an explanation
as to what a moratorium was? You gave, in the back
of the book you show the questions dealing with
moratorium. Could you tell me how you led up to arriving
at that position? Were there a number of other questions
leading up to the specific question on moratorium?

MR. J. McDONALD: There are several ways in which
a government canintervene to help farmers in financial
distress.
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HON. B. URUSKI: I'm sorry?
MR. J. McDONALD: There are several ways in which
a government can intervene to help farmers in financial
distress. | would like your views on some options that
have been discussed from time to time. One option is
debt moratorium. Debt moratorium prevents lenders
from taking action to recover any assets that are taken
as security. It also enables borrowers to cease principal
and interest payment during the period of the
moratorium. During this period, interest will continue
to accrue on the loan.

That was basically the description that was provided
to the individual.

HON. B. URUSKI: Were there other questions dealing
with the farm credit situation before you went into the
moratorium question?

MR. J. McDONALD: No, there were not.

MR. G. FINDLAY: This Bill 4 applies to land equipment
and livestock but it doesn't say anything about a
person’s operating loan.

What will happen to a person’s operating loan when
he’s before the mediation board, which could be a fairly
lengthy process?

MR. J. McDONALD: | guess that’s in our submission.
We've said that the problems are going to arise in the
spring next year if this bill is in force and we do not
feel that because our security situation is in jeopardy
that we will be able to provide additional funds. So,
yes, | would suggest that operating loans are going to
be in jeopardy next spring.

MR. G. FINDLAY: Operating loans may require
additional security than what has been the case in the
past?

MR. J. McDONALD: No, but | think you review a
situation with a farmer in total in his total borrowing
needs. It isn’t just want he needs for operating; it's
how he’s going to service the existing debt and how
he’s going to handle his entire operation. So it isn’t
just a case of providing additional funds.

He may well not have been able, for example, this
year, if we're unable to get grain shipments through
and are unable to sell grain, he may well have a heavy
inventory of grain and his operating loans that he
obtained this year may well still be on the books and
he’ll be looking for more next year. Overriding this, that
will set a moratorium or a potential moratorium and
a potential, well, court involvement for us in the event
we have to ultimately take action on that account. |
can't see a lender wanting to put out additional monies.

MR. G. FINDLAY: You mention that a third of the
farmers will be denied credit. What forms of credit are
you referring to there?

MR. J. McDONALD: | guess | didn’t mean it quite that
way. | think that with the uncertainty regarding your
security, and if you must rely on that security in an
account, then you are not going to want to loan any
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additional money and you are probably going to want
to back away from that account as soon as you can.
So you are going to try to get out of any loans where
there is risk involved, risk that your security will not
be affected.

MR. G. FINDLAY: Then, in conclusion, you see some
merit to C-117, but want complete withdrawal with Bill
4, is that sufficient?

MR. J. McDONALD: Well, the federal act is now in
place and we would hope that there can be some
cooperation between the two levels to have one review
and not have two. | think it will be just an impossible
situation to have two different review panels.

MR. CHAIRMAN: Any other questioners? If not, thank
you very much, Mr. McDonald.

MR. J. McDONALD: Thank you.

MR. CHAIRMAN: Could | ask the indulgence of the
committee here now? We have two members who want
to make submissions yet. One is from out of town, |
believe, Mr. William Halabura. Can you come back
tomorrow after 10:00 a.m.? And Mr. Mal Anderson with
the credit union; can you come back tomorrow after
10:00 a.m.? Is it fine with the committee if we adjourn
until 10:00 a.m. tomorrow?
The Member for Sturgeon Creek.

MR. F JOHNSTON: Mr. Chairman, could we ask the
delegations if they would like to present them tonight?

MR. CHAIRMAN: Whatisyour preference, Mr. Halabura
and Mr. Anderson? . . . (answer inaudible) . . . The
committee has to meet tomorrow after ten anyway, so
we're going to be here if the gentlemen come back.
You have the choice of whether you want to adjourn
or call them out.

Committee rise.

COMMITTEE ROSE AT: 11:30 p.m.

BRIEF PRESENTED BUT NOT READ:

WESTERN FERTILIZER AND CHEMICAL
DEALERS ASSOCIATION

We are pleased to be able to present to this
committee our views and opinions on Bill 4, The Family
Farm Act.

Although this brief is an echo of what is said before,
our organization, The Western Fertilizer and Chemical
Dealers Association recognizes the importance of
putting our support behind the defeat of this legislation.

Representing the independant chemical and fertilizer
dealers in Manitoba numbering approximately 114
individual businesses throughout Manitoba, we are
unamimously opposed to this legislation and the
ramifications it would cause if passed.

We have researched this bill to some extent and have
talked to primarily four groups before making our
position public.
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Firstly, we have talked to the banks and they have
told us that the lending procedures will tighten up. There
is evidence that a more conservative approach has
already begun which forces many farm input dealerships
to provide additional credit or go out of business.

Secondly, we have talked to other farm orientated
organizations and have received many different opinions
on the matter. Some are opposed, such as we are, as
they recognize the percussion such an act can cause.
Others have claimed that, why not, it is working well
in Saskatchewan. We agree it is working well in
Saskatchewan, but on a closer look the difference
between the two legislations and their implications to
the industry are drastically different. Saskatchewan’s
act is very similar to the federal proposal in that a
mediation board is set up to review the claims which
is a maximum of a sixty-day process. Manitoba’s act
can tie the matter up for as long as 180 days and bring
in the judicial system in the negotiations.

This type of legislation is a simple matter of changing
the rules in the middle of the game through government
intervention. It leaves the banks and credit union in an
unfair position. The process for collecting loans would
be bound up in the courts and in front of review panels,
with the end result being a forced resolution to a
problem by a third party.

We next talked with our members, the fertilizer and
chemical dealers throughout Western Canada, who have
reason to be concerned about the financial status of
farmers. A lot of dealerships are also experiencing tough
times and cannot afford to extend additional credit to
farmers. Fertilizer and farm chemicals are the two
largest input costs farmers purchase on an annual basis,
these products are not easily used as security when
dealerships extend credit to their customers. For this
reason, dealerships rely heavily on financial institutions
to provide credit to most of their customers. The Family
Farm Protection bill threatens this delicate relationship
between farmer, dealer and banker.

The fourth group of people we talked to were the
people that would be affected by this legislation the
most, the end user, the farmer. They stated that there
is already major difficulties in the farm sector without
introducing the additional problems of tighter credit
policies towards farmers by our banking industry. With
higher risk, the banks cannot help but charge more
for operating capital. Farmers know this and are afraid
that denial of credit or a higher interest charge on
operating capital could put that next 10 percent of
farmers who now can make a go of it in jeopardy.

Our analysis shows that farmers who are looking at
regaining their businesses to higher profit levels are
saying leave us alone.

The solution is not forcing financial institutions to
tighten up at a time when they are needed the most
by this legislation. If this is carried through, history
could and can repeat itself in accessible credit for
agriculture.

If the Government of Manitoba really wants to help
the farmers in agriculture, we believe that a greater
commitment to provide loan guarantees or an increased
level of direct government lending is a better alternative
than alienating the existing major sources of farm
financing which are the banks and credit unions. In
other words, we would suggest that if assistance is
needed, it should be placed on the back of the
taxpayers, not on the farmers.
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This is our association’s view, and we would suggest
that most people would agree it is the logical view of
farm credit problems found in this province. The
legislation of Bill 4 would hinder the majority of good
business farmers with good business practice. It would
help only those whose poorer management practices
can survive only good times.
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| thank the committee for their time and stress that
the entire agricultural industry has a responsibility to
pull together and seek a solution to help the farmer
back on his feet for the benefit of the entire provincial
population.
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FARM FINANCIAL ISSUES SURVEY
Study Structure

Timing: Ficlded evenings of August 10 - August 15, 1986

Sample Size: 400

s

Sample Structure: Proportional to number of farmers in each of the five

provincial agricultural regions.

Sample Qualification: Financial Decision maker of a Manitoba farming

houschold.
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FARM FINANCIAL ISSUES SURVEY

Provincial Bill 4 Review®*

. Of the decided farmers, 61 percent either do not want Bill 4, or feel that the
Federal legislation makes it unnecessary. The remaining 39 percent of decided farmers
want Bill 4 to go ahead. Approximately 13 percent of respondents either have no
stated opinion about Bill 4 or are unsure if Federal legislation makes Bill 4

unnecessary.

* In general, farm income appears to have little bearing on the opinions of the
various farmers surveyed. The pattern of support or opposition to Bill 4 appears
relatively consistent across all gross income categories, although farmers with gross

incomes exceeding $100,000 have a somewhat greater likelihood of opposing Bill 4.

. A farmer's debt situation also does not appear to be a major factor in his or her
opposition or support for Bill 4. Of the decided farmers who were debt-free in the last
vear, 6] percent either oppose Bill 4 or feel Federal legislation makes it unnecessary.
Essentially, the same percentage (60%) of decided farmers who reported not being debt-
free in the last year also cither oppose Bill 4 or feel Federal legislation makes it

unnecessary.

. Farmers were also asked to indicate what level of financial severity their own

farm was in, and of the 135 farmers reported to be experiencing moderate or severe

* Excerpts from a survey conducted on behalf of the Canadian Bankers’ Association.
Although the survey covered several issues pertaining to farm finance in addition to
the topics summarized herein, it is Criterion's opinion that the results presented in this
review were not biased by the presence of other questions in the survey.



Monday, 8 September, 1986

financial difficulties, 53 percent of those decided feel there is no reason to procecd

with Bill 4, while 47 percent feel it should be implemented.

* With respect to farm organization affiliation, farmers who feel the Keystone
Agricultural Producers best represent their points of view appear to provide some of
the strongest opposition to Bill 4. Although comprising a small percentage of the
overall sample, farmers who feel the National Farmers’ Union best represents their

viewpoint tend to be a source of support for Bill 4.

* A majority of decided farmers in each of the province's five major agricultural
regions either oppose Bill 4 or feel the Federal legislation makes it unnecessary.
Strongest opposition comes from the Central, Southwest and Eastern regions. The
strongest support for Bill 4, among decided farmers, is found in the Northwest region

and the Interlake.

* Sixty-three percent of decided farmers feel debt moratorium legislation will
hinder farmers in financial difficulty, while 37 percent feel such legislation will help
them. A very high percentage of decided farmers (92%) agree with the statement that
debt moratorium legislation would cause lenders to cease lending to higher risk
operations and generally become more conservative in their lending practices. Almost
two-thirds (64%) of decided farmers feel a debt moratorium will result in higher

interest costs to farmers.
* In comparing the options of debt moratorium, debt write-down, and loan

guarantce programs, the majority of decided respondents (67%) favor the loan

guarantee approach. Only 5 percent feel a debt moratorium is the best of these three
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Table Banner Specification Questions
Farm Organization: In which of the following do you have the most confidencc
in terms of it represcnting vour point of view?

Debt-Free in Last Year: Atany time in the last year, has your farm been debt

frec?

Financial Difficulty - own situation: Would vou say your farm is in severe,

modcrate, slight or no financial difficulty?

Farm Income: what would you say was your gross income from the sale of

agricultural products in 19857
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rio? Research Corp. Farm Financial lssues Study

Supplementary Tahles
Page: |

Manitoba Farmers' Reactinon to Provinecial Bill 4

Farm
Organization

TOTAL Canadian Nalional Grain Mani tolva ‘Keystone Commodity Livestock

Wheat Farmers’ Company Mool Aq. Groups Organiza-
3oard Union Producers .1ons
TOTAL 400 7 22 31 el 15 2 7
VER % 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
No, don't 153 25 3 17 17 5% 1 3
have Bill 4 38.3 33.2 13.6 54.8 27.2 44.0 50.0 42.9
Bill 4, with 7 2 0 0 1 3 0 0
chanees, is good, 1.8 2.6 0.0 0.0 1.6 2.4 0.0 0.0
but Federal
Legislation makes
it unnecessary
Bill 4, as is, is 53 13 4 3 13 14 1 1
good but Federal 13.2 16.9 18.2 9.7 21.3 11.2 50.0 14.3
Legislation makes
1t unnecessary
Proceed with Bill 15 0 1 0 3 7 0 0
4, with chan?es, 3.8 0.0 4.5 0.0 4.9 5.6 0.0 0.0
reqardless o
Federal Legislation
Proceed with Bill 4 122 25 12 S 20 35 0 2
as is, regardless of 30.5 32.5 54.9 16.1 32.8 28.0 0.0 28.6
Federal Legislation
U of Bill 4 50 11 2 6 7 11 0 1
o:sgggure i} ’ 12.5 14.3 9.1 13.4 11.5 8.8 0.0 14.3

Federal Law makes
it unnecessary

9861 “4aquaidas g ‘Aepuon
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Criterion Research Corp. Farm Financial Issues Study

Table: Supplementary Tables
Page: 2
Manitoba Farmers' Reaction to Provincial Bill 4
Farm Debt~ free
Income in Last Year
TOTAL  Less than %23,000 ES'iso 001 to  Over Yes No
$25,000  $50,000 $100,000  $100,000
TOTAL 400 103 72 82 104 135 258
VER % 100.0 100.0 100.0 100.0 100.0 100.0 100.0
No, don’t 153 31 20 - 30 S2 47 102
have Bill 4 38.3 30.1 41.7 35.6 50.0 34.6  33.5
Bill 4, with 7 2 1 2 2 2 5
chanaes. is good, 1.8 1.9 1.4 2.4 1.9 1.5 1.9
but Federal

Legisiation makes
it unnecessary

Bill 4, as is, is 53 20 7 9 16 23 29
ood but Federal 13.2 19.4 9.7 11.0 15.4 16.9 1.2
egislation makes
it unnecessary

Proceed wlth Bitl 15 3 2 7 2 4 11
4, with ch an?es, 3.8 2.9 2.8 8.5 1.9 2.9 4.3
reqgardless o

Federal Legislation

Proceed wlth Bill 4 122 33 28 26 22 43 78
as is, regardless of 30.5 32.0 38.9 31.7 21.2 3t.6  30.2
Federal Legislation

U e of Bill 4 S0 14 4 8 10 17 33
or unsurs if 12.5 13.6 5.6 9.8 9.6 12.5 12.8

Federal Law makes
it unnecessary

9861 4equajdes g Aepuopy
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Criterion Research Corp. Farm Financial Issues Study
Table: 1 Supplementary Tableg
age:

Manitoba Farmers' Reaction to Provincial Bill 4

Region Financial Difficulty
- Own Situation
TOTAL "South- North- Central Inter- FEast “Severe Moderate Slight Not at
west west lake all

TOTAL 400 114 66 115 52 53 34 101 93 160
VER % 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
No, don't 153 46 23 49 19 16 11 R 43 63
have Bill 4 38.3 40.4 34.8 42.6 36.5 30.2 2.4 31.7 46.2 39.4
Bill 4, with 7 2 0 3 1 1 1 1 3 2
chanees, is good, 1.8 1.8 0.0 2.6 1.9 1.9 2.9 1.0 3.2 1.3
but Federal

Legislation makes

it unnecessary
Bill 4, as is, is 53 13 8 17 6 9 9 9 10 23
ood but Federal 13.2 11.4 12.1 14.8 11.5 17.0 26.5 8.9 10.8 14.4
egislation makes

it unnecessary
Proceed with Bill 15 7 4 3 0 1 0 S 5 5
4, with chaﬁ?es, 3.8 6.1 6.1 2.5 0.0 1.9 0.0 5.0 5.4 3.1
regardless o
Federal Legislation

P d with Bill 4 122 34 22 30 21 15 10 41 27 41
2 s, regardless o 30.5 29.8  33.3 26.1 40.4  28.3 29.4  40.6  29.0  25.6
Federal Legislation

v f Bill 4 S0 12 9 13 ) 11 3 13 )
o:sggzu:e i; ’ 12.5 10.% 13.6 11.3 9.6 20.8 2.8 12.9 5.4 16.3

Federal Law makes
it unnecessary

986l ‘1aquiejdes 8 ‘Aepuop
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Criterion Research Corp. Farm Financial Issues Study

Table: 2 Supplementary Tables
Page: 4
S5A. Will debt moratorium legislation assist
or hinder farmers in financial difficulty?
Farm Debt- free
Income in Last Year
TOTAL  Less than $25,000 to $50,001 to _ Over “Yes  No
$25,000 450,000 $100,000  $100,000
TOTAL 400 103 72 82 104 136 258
VER % 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Assist 124 28 21 : 25 40 43 81
31.0 27.2 29.2 - 317 38.5 31.6 31.4
Hinder 207 50 40 42 54 64 138
51.8 48.5 55.6 51.2 51.9 47.1 53.5
Not stated 69 25 11 14 10 29 39
17.3 24.3 15.3 17.1 a.6 21.3 15.1
Criterion Research Corp. Farm Financial Issues Study
Table: 2 Supplementary Tables
Page: S
SA. Will debt moratorium legislation assist
or hinder farmers in financial difficulty?
Region
TOTAL  South- North- Central Inter- Cast
west west lake
TOTAL 400 114 66 115 52 53
VER % 100.0 100.0 100.0 100.0 100.0 100.0
Assist 124 35 20 44 11 14
31.0 30.7 30.3 33.3 21.2 26.4
Hinder 207 66 30 58 26 27
51.8 57.9 45.5 50.4 50.0 50.9
Not stated 62 13 16 13 15 12
17.3 11.4 24.2 11.3 28.8 22.6

9861 4aquiaidas g “Aepuopy
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Table: 3 Supplementary Tables
Page: 6

58. Will a debt moratorium cause lenders to cease
lending to higher risk operations and generally
become mere conservative in their lending practices?

Farm Debt- free

Income in Last Year
TOTAL  Less than $25,000 to $50,001 to _ Over Yes No
$25,000 50,000 $100,000  $100,000
TOTAL 400 103 72 82 104 136 258
VER % 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Yes 341 77 65 73 92 112 224
85.3 74.8 90.3 89.0 3.5 82.4 86.8
No 31 13 3 7 7 10 20
7.8 12.6 4.2 8.5 6.7 7.4 7.4
Not stated 28 13 4 2 S 14 14
7.0 12.6 5.6 2.4 4.8 10.3 5.4
FS
- Criterion Research Corp. Farm Financial Issues Study
Table: 3 Supplementary Tables
Page: 7
SB. Will a debt moratorium cause lenders to cease

lending Lo higher risk operations and generally
become more conservative in their lending practices?

Reqion

TOTAL South- North- Central Inter- East

west west lake

TOTAL 400 114 66 115 52 53
VER % 100.0 100.0  100.0  100.0 100.0 100.0
Yes 341 101 101 43 43
85.3 88.6 80.3 e7.8 82.7 81.1

No 31 7 7 8 3 6
7.8 6.1 10.6 7.0 5.8 11.3

Not stated 29 5 6 6 6 4
7.0 5.3 9.1 5.2 11.5 7.5

9861 4oqueydas g “Aepuony
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Criterion Research Corp.

Table:

TOTAL
VER %
Higher
Lower

No effect

Not stated

5C. Do you feel that a debt moratorium will generally
result in higher interest costs
or have no effect on interes

TOTAL

400
100.0

225
56.3

18
4.5

109
27.3

48
12.0

lower interest costs,
costs to farmers?

Farm Financial Issues Study

Supp lementary Tab

Farm Debt- free
Income in Last Year
“Less than $25,000 to $50,001 to _ Over Yes  No

$25,000  $30,000 #100,000 $107,000

103 7 8 104 136 258

100.0 100.0 100.0 100.0 100.0 100.0

59 3 4 63 78 143

57.3 50.0 59.8 50.5 57.4 5.4

7 3 3 10 7

6.8 4.2 2.4 2.3 7.4 2.7

23 2 23 31 27 8

22.3 30.6 28.0 29.8 19.9 31.4

14 1 8 21 27

13.5 15.3 9.8 6.7 15.4  10.5

Page:

les

9861 “aquajdas g Aepuopy
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Criterion Research Corp. Farm Financial Issues Study
Table: 4 SupplementarypTable%
age:

S5C. Do you feel that a debt moratorium will generally
result in higher interest costs, lower interest costs,
or have no effect on interest costs to farmers?

Regqion

TOTAL  South- North- Central Inter- East

west west lake

TOTAL 400 114 66 115 52
VER % 100.0 100.0 100.0 100.0 100.0 100.0
Higher 225 68 32 654 33 28
) 56.3 59.6 48.5 95.7 £3.5 52.8
18 -7 3 4 2 2
Lower 4.5 61 45 3.5 3.8 3.8
No effect 109 27 23 37 10 12
27.3 23.7 34.8 32.2 19.2 22.6
Not stated 48 12 8 10 7 11
12.0 10.5 12.1 8.7 13.5 20.8
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Table: 5 Supplementarg Tabl?g
age:

8. Which of these three options we have just discussed
do you think would be better for farmers in Manitoba?

Farm Debt- free
Income in Last Year

TOTAL Less than 3253000 to $50,001 to Over Yes No

$25,000  $50,000 $100,000 $100,000

TOTAL 400 103 72 82 104 136 258
VER % 100.0 100.0 100.0 100.0 100.0 100.0 100.0
A debt moratorium 18 2 4 5 3 6 12
4.5 1.9 5.6 7.3 2.9 4.4 4.7
Debt write-down 51 9 11 12 16 8 43
legislation 12.8 8.7 15.3 14.6 15.4 5.9 16.7
A loan guarantee 257 75 39 50 72 36 157
program 64.3 72.8 54.2 61.0 69.2 70.6 60.9
None of the options 56 11 11 13 11 18 36
14.0 10.7 15.3 - 15.9 10.6 13.2 14.0
Not stated 18 6 7 1 2 8 10
4.5 5.8 9.7 1.2 1.9 5.9 3.9

9861 “4equaldes g “Aepuow
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Criterion Research Corp. Farm Financial Issues Study
Table: S Supplementar& Tablf?
age:

8. Which of these three options we have just discussed
do you think would be better for farmers in Manitoba?

Region

west west lake
TOTAL 400 114 66 115 52 53
VER % 100.0 100.0 100.0 100.0 100.0 100.0
A debt moratorium 18 S 2 6 2 3
4.5 4.4 3.0 5.2 3. 5.7
Debt write-down 5} 19 S 14 S 8
legislation 12.8 16.7 7.6 12.2 9.6 15.1
A loan guarantee 257 73 39 76 36 33
program 64.3 64.0 59.1 66.1 69.2 62.3
None of the options 56 " 14 15 13 8 6
14.0 12.3 22.7 11.3 15.4 11.3
Not stated 18 3 S 6 1 3
4.5 2.6 7.6 5.2 1.9 5.7

9861 Jaqueides 8 ‘Aepuon






