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Standing Committee on theAlbertaHeritage Savings Trust Fund Act

2:22 p.m.
[Chairman: Mr. Dunford]

MR. CHAIRMAN: Okay. I'll call the meeting to order. I'd liketo
welcome Steve West, Minister of Municipal Affairs. We're here
today to discuss under the Alberta savings trust fund your
responsibilities from '92-93 for Alberta Mortgage and Housing
Corporation. We would provide you with some opening comments,
Mr. Minister. Take whatever time you want so long asit'sunder 15
minutes.

DR. WEST: Thank you. Sorry for thetardinessin getting here. We
had some other meetings and were delayed at council.

Today 1'd like to introduce the individuals with me: Jack Davis,
Deputy Minister of Municipal Affairs; Tom Forgrave, assistant
deputy minister, housing and now consumer affairs division; and
Bob Leitch, assistant deputy minister of finance and administration.
Both of these individuals are on the board of directorsof the Alberta
M ortgage and Housing Corporation, which, asyou know, isaunique
corporation within the Department of Municipal Affairs. It doesn't
stand alone outside as a Crown corporation at arm's length with a
public or otherwise board or function that way.

Alberta Mortgage and Housing over the years of course has been
responsible for social housing and other housing. | guess if you
define socia housing for those that need housing that can't
necessarily afford it, that would take in one component. There is
socia housing, of course, that goes to seniors and into other areas
that might not be defined in the connotation of social housing as
such. Over the years there have been various formulas and various
programs brought forward in which money was drawn down from
the heritage savings trust fund and in long-term debentures; in fact,
borrowed.

I think if you go back in the history of the heritage savings trust
fund, one of the premises or policies that was developed was. why
would you go offshore to New York or to Saudi Arabia, Bonn, or
Japan and borrow dollars that you aready had? Why wouldn't you
lend them to programs or to Albertans and have them pay the
interest back to the province of Alberta rather than us sending
interest offshore? I'm sure you've heard this discussion on other
things, whether it's ADC or, you know, other programs, when it got
into telephone companies and what have you, that use the heritage
fund to lever the debentures and then pay the heritage fund back.

Well, over the years a tremendous amount of money has been
spent on Alberta Mortgage and Housing, and payments both on
interest and capital at certain times have been made back to the
heritage savings trust fund. At one time we had 110,000 units
levered through the Alberta Mortgage and Housing Corporation.
The famous CHIP and MAP of course crested a devastation after
1979 to '82 when we had to write them down $882 million. Of
course, we struggletoday to pay back the heritage savingstrust fund,
because we havetoinclude acertain percentage of that in the budget
of Municipal Affairs aswe sdll, divest ourselves of those pieces of
property and take the shortfall and pay back to the heritage savings
trust fund through the general revenue fund.

Thisyear you're awarethat there's$104 million in shortfall onthe
sales that we will sell that has to be paid back and taken out of the
general revenue fund and, of course, is part of the consolidated
losses of this province and originally the $3.2 billion shortfall that
we had on revenues versus expenditures. We now have
approximately $1.7673940 billion in the portfolio made up of:

debentures payable of $1.661389 hillion, Canada Mortgage and
Housing has $105 million in that, and $318 million of Canada
Mortgage and Housing mortgage payable.

We have been selling off social housing. It originally started out
at about $2.4 billion, and from March 31, 1991, till March 31, '93,
we have sold down approximately $500 million of that. What's
owing now of the 110,000 is moneys on about 40,000 units, |
believe. Would that be right? About 42,000 units. | have said
before in this Assembly, and many of you are aware of that, that
about 23,000 of those are senior housing of various description:
lodge beds of about 7,000-plus and then lodge cottages of about
1,000 -- | think it's 800 to 1,000 -- and then we have the manors and
apartments and the small four-by-four complexes around the
province making up another some 14,000 senior accommodations.
The rest of it'sin socia housing, everything from rural and native
houses and mobiletrailersto aselection of condominiumsand other
type apartments and that that we still own and mortgages that we
carry.

We had been working through Mortgage Properties Inc. up until
aperiod back about eight months, | suppose it was, when we took
them out. We were working to sell those off. Ray Speaker, a
previous minister, had set up Mortgage Properties Inc. They had
worked to start on the divestiture of | think it was about 11,000
pieces of property that were transferred to them, and mortgages.
Hafway through we took out Mortgage Properties Inc. after they
had done ajob to divest a certain number of them and through the
Auditor General's report revamped it, brought it in as Municipal
Affairs Sales Ltd.,, put some very stringent policies around
Municipa Affairs Sales Ltd. to continue the divestiture of many of
the social housing complexesin CHIP and MAP and other pieces of
property, right to such properties as the trailer courts in Fort
McMurray and right down to vacant lots such as we see across from
the Edmonton Inn here called the Kingsway property.

We were in a tremendous mode of land banking and building of
aninfrastructure of land and social housing back inthe'70sand part
of the'80s. Wearenow inthedivestiture of that and returning these
moneys to the heritage savings trust fund and paying off those
shortfalls so that we can get on with the policy for the future that |
believe will be accepted readily by Albertans -- because Albertans
have stated that they want government's role redefined -- a policy
that will follow the client with dollarsrather than building bricksand
mortar and owning. We don't want to create socia housing in this
essence: that we keep the client in the housing forever. We only
want to meet the short-term needs and then ensure that that client
gets back out into the real world of self-determination and personal
ownership and | ooking after their own destination responsibly rather
than having the government do that. If we're successful in turning
this economy, successful in our job creation, we will never go back
to atime when government stepped in as they did in the late '70s,
building core housing programs and modest apartments to the tune
of over abillion dollars and to the tune of aloss of $882 million to
this province.

| guess | can't go back to that time and relate because | was out
there paying taxes and rock and rolling in one of the best economic
times in the province of Alberta, but | wonder how that decision
would be made around atabl e today, to do such ameasured response
to a short-term problem in one of the highest economic timesin the
history of Alberta.

I guess | won't go much further. | have much more expertise here
going back to those dates. Remember that | was not the minister for
part of this time that you're reviewing. | do understand a big
percentage of the history, but perhaps as your questions come
forward, the expertise that's sitting here beside me and that has been
through much of the history -- especially Mr. Forgrave has been
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involved and Mr. Leitch, knowing the history of Alberta Mortgage
and Housing. They are really working hard with us to facilitate a
new direction even though they were part of the old direction. | will
leave those questionsto you, and I'll step in when | can on any new
policy that we have but certainly tried to have an explanation of the
history and where we've come in this very large portfolio called
Alberta Mortgage and Housing Corporation.
Thank you.

2:32

MR. CHAIRMAN: Thank you, Mr. Minister. The procedure that
we will be operating under will be to allow a question and two
supplementaries, and we will switch from opposition party to
government members and back and forth.

Also, for the knowledge and information of the private members
on our committee, | now have adetermination that | can actualy call
you by your names. So if Hansard will go along with me on that,
then welll start to refer . . .

MR. WHITE: You did so well.

MR. CHAIRMAN: Well, | stayed up late and memorized all of
those constituencies.

MR. WHITE: | wasimpressed.
MR. CHAIRMAN: Sine Chadi.

MR. CHADI: Thank you, Mr. Chairman. | prefer to be called Sine
Chadi instead of thehon. Member for Calgary-Roper, as| wascalled
earlier today.

| wish to welcomethe hon. Minister of Municipal Affairs. | agree
with your comments, and I'll look forward to seeing your thoughts
transpireinto reality. | like what you've said.

| have to ask you to take usback in history just abit. | appreciate
the fact that you were not the minister, and | would appreciate that
if some of the questions can't be answered, perhaps we can get it at
alater date. That'snot aproblem. To start off with AMHC and the
liquidation, if you will, of nonsocia housing that commenced -- it
originally commenced within AMHC, did it not? To start with, I'm
curious to know what the rationale was for moving it from AMHC
over to and creating MPI. What was the rational e there?

DR. WEST: Mr. Davis can answer that.

MR. DAVIS: Thegovernment essentially made adetermination that
in terms of their future activity within the housing area it would be
directed at, quote, socia housing only. Previously through AMHC
the government had encouraged the devel opment of awide range of
affordable housing that went beyond traditional social housing.
Once that decision was made, the corporation was folded into the
Department of Municipal Affairs, and essentially again al of the
staff associated with the social housing part of AMHC were
members of the Department of Municipal Affairs through the
housing divisions. So redly there was no AMHC with a staff
associated with it at that time. That was back inthe early 1990s. A
number of the staff from AMHC, though, were retained to sell off
the properties, and Mr. Speaker decided to create a private-sector
board, Mortgage Properties Inc., to handle that disposition. The
thinking at the time was that it was simply a more efficient way to
dispose of properties to use private-sector people with rea estate
background and expertise at the board level and some of the staff
that were scheduled to leave AMHC when it was amalgamated into

the department to do the groundwork on the disposition. That was
really the rationale for creating Mortgage Properties Inc.

MR. CHADI: So there were just a certain number of assets.
Perhaps the foreclosures that took place were transferred at that
point. Werethetitlestransferred over to MPI, or did they remainin
the name of AMHC at that point?

MR. DAVIS. MPI actualy legally isawholly owned subsidiary of
AMHC. The titles remained with AMHC, and MPI essentially
functioned as a sales agent in much the same way that MASL,
Municipa Affairs Sales Ltd., does now with the exception, as the
minister mentioned, that there is no board. There is a sales and
approval committee and very stringent guidelines on sales criteria.

MR. CHADI: Of course, I'll carry it a step further. What would
have been the rationale, then, of taking it away from MPI after a
number of months and then moving it over to Municipa Affairs
Sales?

MR. DAVIS: Well, the difficulty | think was noted through the
Auditor Genera's report. 1t simply was becoming more and more
difficult to manage MPI according to normal private-sector
guidelines with the kind of scrutiny that the Auditor General was
applying to that type of operation. We realized that it probably
wasn't appropriate to have essentialy a private-sector company
doingit. We had to bring it back closer to government and operate
it more as you would a government operation.

DR. WEST: A supplement to that isthat as it got more difficult to
dispose of some of the more difficult pieces of property, the
efficiency of MPI was not as good. Brought in-house with the
changesin palicy, efficiency isoneof the primethings. If you could
see now that acompany that literally had -- | think there were about
60 working there at one time?

MR. LEITCH: Yes.

DR. WEST: How many have you got working now?
MR. LEITCH: Thirteen.

DR. WEST: Thirteen, doing the same workouts.

MR. CHAIRMAN: Thank you.
Denis Herard.

MR. HERARD: Thank you, Mr. Chairman. Mr. Minister, what
inventory of assets still remains in AMHC, and what's the current
book value?

MR. LEITCH: Wadll, if | may, Mr. Chairman, just very briefly, in
terms of the nonsocia housing assets the net book value remaining
is $426 million worth.

MR. HERARD: What types of assets are these? Nonsocial
housing?

MR. LEITCH: Those are nonsocial housing assets: mortgages,
land, and real estate. Mortgages, the remaining net book valuethere
is $224 million; land, approximately $80 million; and real estate,
which is single-family dwellings and multi-unit projects, is about
$122 million.

2:42
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MR. HERARD: Do we have any idea of what we could reasonably
expect to realize on the sale of these assets?

MR. LEITCH: WEell, the net book value that we show is expected
to be very closeto the realizable value. We update those figures on
an annua basis based on changing market conditions, and our
expectation is that we will get very close to that or perhaps abit in
excess of the net book value.

DR. WEST: If | could clarify? Let's just clarify the assets still
remaining so that you can get a familiar feeling. A hundred and
twenty-fivemortgages arerelating to 6,972 multifamily units. There
are 11 foreclosed mortgages relating to 1,501 multifamily units.
There are 725 single-family units. Those could be three- or four-
bedroom condominiums. There are 1,257 mobile home park stalls
in Fort McMurray. There are 201 industrial, commercial, and
church sitesin Fort McMurray, and there are 2,148 |ots plus 3,283
acres in land. Those lots will be spread throughout the whole
province depending on the community, the city. The acres of land
may be everything from those that are held in downtown Edmonton
-- as | said, the Kingsway property at 14 acres -- to some
subdivisionsand industria parksthat may still bein our ownership.
So that gives you the net book value of $426.4 million. That was
what you asked?

MR. CHAIRMAN: Okay. Thank you.
Lance White.

MR. WHITE: | think they're still on the supplementary.

MR. CHAIRMAN: Wadll, | counted two, but maybe onewas just a
clarification. Go ahead.

MR. HERARD: No, that's okay. In terms of a time frame for
disposing of these assets, what can we reasonably expect there as
well in terms of how long it will take, do you think, to get rid of it
al?

MR. LEITCH: Mr. Chairman, our expectation is that they'll be
essentially all disposed of by the end of the'94-95 fiscal year, March
31 of '95.

MR. CHAIRMAN: Thank you.
Now Lance White.

MR. WHITE: Sometimeago, Mr. Minister, there was atest put on
by the federal government. It was called granny suites, a suite that
is a temporary structure on a host property meant to be put in
conjunction with a family unit that did not have the physical room
to house asenior that was in need of housing, minor assistance now
and again delivered by the family, yet would not be aburden on the
rest of society insofar as housing in one of your other units. | gather
that test has been completed some time ago. Now that times have
changed and there'sanew maode certainly in the department to move
back from social housing and more into a co-operative effort with
other members of society, have you revisited that proposal of the
federal government?

DR. WEST: We had a project of granny suite development on a
pilot project basis. Itturned out that the structuresthat we used were
very expensive. Thedemand for themwasminimal. One other type
of problem that we ran into was zoning. You have to understand
that the granny suite said that they would put a portable living
accommodation on a lot, whether it be rura or not, and that you

would keep one of your seniors or loved onesin that suite. When
they died or that sort of thing or when they had to move on to
another type of accommodation, then essentially you would move
that granny suite off to accommodate somebody else. The standards
and costs of those granny suites we found exorbitant, and we had
zoning problems. | can remember -- | think it wasin Stony Plain --
we had to pass ordersin council to allow the municipality to bypass
part of their zoning in order to accommodate the structure, having
two living accommodations on onelot. Of course, you can see that
if there was a preponderance of these tying into sewerage systems
and certain other services and that sort of thing, there would be
concern by some municipalities asto the level of those.

If zoning was there -- and we leave that zoning to the municipal
level and to those planning in the regions -- the option is till there
for the private sector. | talked to somebody the other day that said
they could produce these -- and | looked at very unique housing at
half our cost -- at a cost that they could see, if they were committed
to a 10-year program, of about $500 a month. | found it an
exceptional concept. The private sector can do that. There'snothing
stopping it, but they have to go through the zoning. | know the
person asking the question was an a derperson, and you'd know the
complications of this.

MR. CHAIRMAN: Well, about the complications, just for the
benefit of the chair, your question and your response, though: does
that come under the heritage savings trust fund?

MR. DAVIS: Again, anumber of the programs that are sponsored
by the Canada Mortgage and Housing Corporation are funded 70
percent by CMHC and 30 percent by AMHC. What we've donein
the past is borrow from the heritage trust fund the full amount and
then the repayments back are split 70-30.

MR. CHAIRMAN: All right; it's my intention to be as fair as
possible, to allow as much latitude as possible. The whole
Municipa Affairs department is not open to us today, it's smply
the. ..

DR. WEST: That pilot project was funded by the heritage saving
trust fund.

MR. CHAIRMAN: 1'll just take the guidance from your answers.
If you're going to answer it, I'll just assume, then, that it's part of our
hearings today.

Excuse me. Go ahead, Lance.

MR. WHITE: First a correction. There's no such thing as an
“aderperson.” Thereisnone. Thetermisgeneric, actualy. It'slike
acouncillor.

DR. WEST: How would you say it, then?
MR. WHITE: Alderman.
DR. WEST: Oh, dear; so politically insensitive.

MR. WHITE: If you ask the female members of Edmonton city
council, they'll tell you that also. Just to save some embarrassments.

Further to the innovative housing that AMHC has been involved
in for years and years and years and years, there has recently been
toning down of that, at least from observations from the outside. Is
that true, and, if so, why isthat? If it is not the case, then could you
outline what the department is looking for in providing the housing
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to the members of our society that need it, without dipping heavily
into the pocket that you were talking about earlier?

DR. WEST: A clarification of “toning down”?

MR. WHITE: | haven't seen any pilots or any discussion of |ate --
this member hasn't anyway -- of innovative housing forms or
innovative financing for these units.

DR. WEST: We spend | think about $104 million a year in the
ongoing budget, and there has been in this budget year that we're
talking about -- | don't know how much that is-- to follow clientsfor
rental assistance and housing assistance. Just recently at thisyear's
estimates of Municipa Affairs we did announce 10 projects where
we're going into areas on a 70-30 cost-sharing with the federal
government. One was the Women's Shelter in Edmonton, and
another was the autistic society in Cagary. Some were for the
disabled, setting up fourplexes, various single parent hostel-type
accommodations. We did about 10 unique for nonprofit
organizationswherewe're funding up front the capital and then later
would bring back the debenturable interest rates on a 70-30 split.
We did put on hold the capita construction in lodges and some of
the other areas. We are still funding through the department, as |
say, $104 million in following clients. We did start the special
housing proj ects because as of December 31 thefederal government
isnolonger funding 70-30 debentures. We will wait to seewhat the
federal government is going to do in housing, because they are now
out of housing at that level but still send out their $2 billion a year
in keeping their portion of the 70 percent of the debentures that are
out there already.

So toning down: no. We till are following many clients that
have need-base in our social services component that follows them,
for their needs are till therein a massive way, probably at the $900
million level ayear. But the actual capital construction: you're
correct, because we're looking at getting out of bricks and mortar.

MR. WHITE: A second supplementary, Mr. Chairman. Isit just my
perception that the direction that you're heading with the bricks and
mortar that you still aredoing is financing women's shelters and the
like?

DR. WEST: We had about 15 to 20 projects deemed necessary
through various housing authorities, the Edmonton Housing
Authority and Cagary Housing Authority. They had made these
recommendations over the last five years on specia programs. The
federal government was exiting this year, and that money was
available. They said we would lose that, so we took that up so we
wouldn't loseit, and those projectswill befinished. It brings out the
prioritiesin those programs. Wherewe're going inthefuturewill be
seen through the private sector and through client-based funding.

MR. CHAIRMAN: Thank you.
Ed Stelmach.

MR. STELMACH: Thank you, Mr. Chairman. Mr. Minister, you
might have answered in part some of the questions earlier. We are
disposing of propertiesright now that aren't really required for social
housing, according to the annua report as of March 31
approximately $388 million. Given thefact that we havethesurplus
housing, that we're disposing of it, can you tell us why were
spending a further $36 million for new socia housing in '92-93?

DR. WEST: Yes. Mr. Forgrave will answer that for that year, '92.
| guess I'm jumping over into the '93-94 year in some of my

comments, and | apologize for that. Some of the figures I'm giving
are ayear ahead. So | guess | should let my mind go over to Mr.
Forgrave who can put it back in gear for '92-93.

2:52

MR. FORGRAVE: Mr. Chairman, the property that's being
disposed of is property that is not suitable for social housing. The
housing units that are being disposed of are largely units that were
foreclosed on under the CHIP or MAP program, and their standards
are far in excess of what normally would be expected in social
housing projects in terms of size and so on. They're not suitable.
The kinds of projects that are being undertaken right at the moment
are for people with special needswho can't just moveinto anormal
housing unit. They may be disabled in terms of needing wheelchair
access units and other specia facilities in the housing project in
order to serve their ongoing needs as well as just put a roof over
their head.

MR. STELMACH: Would the women's shelters that were referred
to earlier be part of that socia housing? Isit theintent to build more
sheltersin the future?

MR. FORGRAVE: Asthe minister said earlier, the federal special
purpose housing program comesto an end on December 31, and we
wanted to make sure that we'd used up all of the Alberta allocation
under that program. So that's why al of the projects this year are
specia purpose programs. What happensin thefutureremainsto be
determined.

MR. STELMACH: Thank you.

MR. CHAIRMAN: Thank you.
Don Massey.

DR. MASSEY: Thank you, Mr. Chairman. May | ask how
Municipal Affairs Sales Ltd. differs from Mortgage Properties Inc.,
specificaly with respect to conflict of interest and related party
transactions, the selection of consultants and the selection of
personnel? These weretheitemsidentified by the Auditor General.
How do those two differ now?

MR. DAVIS: Under Mortgage Properties Inc. there was, as |
indicated, aboard of private-sector individuals that were managing
the company much like you'd manage a private-sector company.
They used conflict of interest and procurement policiesthat aprivate
company would use. When Mortgage Properties Inc. was wound
down and Municipal Affairs Sales established in its place, the
procurement and conflict of interest policiesthat were applied were
the same as government's. So they're more stringent with respect to
open tendering, competitive processes, declaring not only your own
potentia conflict of interest but those of spousesand minor children
and those types of things. So we essentially brought it into the
government processes and regul ations around those i ssuesand away
from how the private sector would normally handle them.

DR. MASSEY: How was Municipa Affairs Sales organized then?

MR. DAVIS: Municipal Affairs Sales reports through me to the
minister on its day-to-day administration. The decisions with
respect to sales transactions that are accepted or rejected: there'sa
fairly detailed policy onthat. There'ssomedelegation tothedirector
of Municipa Affairs Sales if sales are within appraised vaue and
under acertain level. Otherwise, the decisions are made by asales
and approvalscommitteewhichinvolvesindividual sfromMunicipal
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Affairs Sales, from the department, and from the department of
Treasury.

DR. MASSEY: Are outside consultants still used?

MR. DAVIS: Outside consultants are used from time to timein the
sdes area.  Also we have some buildings that require structural
improvements before they can be sold, and we do use outside
consulting expertise there. The procurement of those consultantsis
done through the normal government procedures.

MR. CHAIRMAN: Thank you.
Heather Forsyth.

MRS. FORSYTH: Mr. Minister, one of the recommendations
arising from last year's review of the heritage savingstrust fund was
for the department to encourage more private-sector involvement in
meeting the socia housing needs of Albertans. In the Provincial
Treasurer's response it was stated that the role of your department
will shift from direct delivery of housing towards an advisory or a
consulting role. Can you inform this committee as to what actions
have been taken towards achieving this direction?

DR. WEST: We have set up areview of al the housing, whether it
befromthelodge foundations and working with ASCHA or whether
it be right through to working with the housing authorities in the
priorities they give to certain types of construction. We're in a
formulation, | guess, when the questions were asked about this, and
we move forward now to the '93-94 year away from '92-93. The
development of the policy that | explained here just recently as to
following clients and to getting out of the bricks and mortar, if you
likethose terminol ogies, ismoving forward. | think that over atwo-
year period from '92-93, '93-94 and entering '95 you will see the
development of a policy on socia programs that indeed is more
responsive to what was asked by the Alberta heritage savings trust
fund committee. They no doubt were concerned, | believe, by the
question that the large expenditures and drawdown of capital from
the heritage savings trust fund couldn't go on forever and that the
balanced books of any one year and the drawdown of losses that
were incurred by Alberta Mortgage and Housing could not be
accepted. Therefore, our programsin thefuture, as| said, will work
with the organi zations, the foundations for lodges, with the housing
authoritiesand those social services committeesthat are out therein
looking at the needs of certain clientsand then following themto the
best of our ability with dollars.

MRS. FORSYTH: | just wanted to elaborate alittle more on what
Ed was saying. One of the answersyou gave wasthat you had these
houses that weren't really good enough for social housing because
they were bigger, from what | understood you to say. One of the
things that I've seen be successful in the past is taking these larger
accommodations and making them into sort of where the bedrooms
are little suites. When people are in crisis in the city, have you
considered doing something like that for, say, a smaller women's
shelter or something likeaRonald McDonald House? | mean, if we
own the homes, it's amazing what can berai sed to do thework inside
if they have the structure.

MR. DAVIS: When Mr. Forgrave was saying that a lot of the
accommodation wastoo largefor normal social housing, | think alot
of it is condominiums and apartments, where we're talking about
three-bedroom apartments or three-bedroom condos when people
would only normally be eligible for two bedrooms. What we have
done, though, is sell off a lot of buildings that are not entirely

suitable at present for social housing. That doesn't mean that we
can't put clients back into portions of those buildings through the
rent supplement program, and that's often done.

At times renovating buildings is as expensive as building new
ones, and we've been successful over the last few years with the
specia purpose program. We need to see where it's going now in
terms of putting those kinds of facilities in place so they're
structurally sound and will be therefor along time. We're having a
bit of astrugglein Calgary right now with the York Hotel project in
terms of renovating it and the costs associated with that, so we're a
little bit hesitant on the renovation side of it. We have very few
houses. Most of it is apartments and condos.

MRS. FORSY TH: | understood it to be bigger houses. Thank you.
That'sit.

MR. CHAIRMAN: Sine.

MR. CHADI: Thank you, Mr. Chairman. Mr. Minister, | would like
just abit of clarification with respect to notes made on page 28, the
financial summary of the annual report, and that is with respect to
cost of the debentures of the Alberta Mortgage and Housing
Corporation, thetotal anount being $1.661 billion. Am| correctin
saying that the $426 million in net book value of the assets that
remain is what we have against the $1.6 billion today?

[Mr. Herard in the Chair]

MR. DAVIS: Bob, | may ask you to jump in. Essentially weve
separated the portfolio into two components: those social housing
assets that we're going to retain -- and those are debentures against
lodges, seniors' self-contained, and other social housing projects --
and then those borrowings against assets which we're selling. |
believe that refersto the group that were selling. Bob, I'll have you
clarify that.

3:02
MR. LEITCH: The assetsthat we're selling off -- | mentioned a net

book valuefigure of $426 million. We have debentures against that
of about $650 million.

MR. CHADI: It appears there would be a deficit of about abillion
dollars there.

MR. LEITCH: No. In other words, we will sell off assets and
receive revenues of approximately $426 million. We will have to
pay back debentures of approximately $640 million dollars.

MR. CHADI: | see. Thenwhat isthetotal cumulative amount of all
the assets to date? Give me the current net book value of those
assets without separating them.

MR. LEITCH: Now, over and above the nonsocial housing assets
then we have all the socia housing assets, and those are the lodges,
the senior citizens' and the community facilities. Those are worth
approximately $1.1 billion.

MR. CHADI: Sothisfigureof $1.66 billion isan accuratereflection
of the inventory of property: nonsocia and land and mortgages, et
cetera, et cetera?

DR. WEST: The$1.7 billionisthetota. Theonethat'soutstanding
isabout $1 hillion and $66 million that's outstanding in lodges and
seniors apartments and that sort of thing. The other iswith certain
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housing programs that we have still in mortgages and loan
receivables and rea estate. That makes up the balance to $1.7
billion.

MSHALEY: My questioniswith regard to trailers that were being
used anumber of yearsago for AlbertaMortgage and Housing. The
question isthis: do you still have a large inventory of that type of
dwelling, the actual mobile home, in your inventory to be sold?

[Mr. Dunford in the Chair]

MR. FORGRAVE: Yes, wedo till have alargeinventory under the
rural emergency home program. It's not really correct to say that
they areto besold. They're under continuing use, mostly in northern
Alberta

MSHALEY: Thereason| raiseit isbecause | understand that after
aperiod of timeyou can't insure some of these mobile dwellings. It
becomes more difficult for mortgage insurance or anything else if
anybody wanted to take them over. | just wondered if you were
coming up against awall on them where you would not be able to
sell them but could only use them for rental.

MR. FORGRAVE: Normally those units would be sold under a
purchase option under the program itself so that the person would be
paying the government back. They wouldn't be borrowing from a
private financial institution. So in that case theinsuranceis not an
issue.

MSHALEY: Okay. Thank you. There's no supplemental on that.

MR. CHAIRMAN: Thank you.
Mr. White.

MR. WHITE: Mr. Minister, the partnership between the department
and anumber of municipalitiesinthe provision of lodge housing and
thelike: | understand there's a bit of problem in the financing of it
in that the capital fund isoriginally provided by the department for
the municipality to get into the business of managing lodges and that
the operating funds come from the municipality. The difficulty that
these lodges are now having in the managing of them, as |
understand it, isthe maintenance fund. Isthat an operating fund or
isit a capital fund? It's been let go long enough now that were
finding there's a number of decisions that are being made that it's
sort of the good money after bad: it'sreplacing aroof on astructure
that in fact should be demolished. There seems to be this ongoing
problem of a maintenance and/or replacement program and the
definition of that and then deciding whoin fact should pay for it. It's
been falling through the cracks. Can you comment on that perhaps?

MR. FORGRAVE: Mr. Chairman, this falls under two parts of the
lodge program: ongoing maintenance and improvement of the
building. M and | is carried forward in the normal budget, and |
don't think that is a problem.

The other part of it, though, known as |odge regeneration, where
thereisamajor overhaul, almost arebuilding of thebuilding, usually
expansion of the room sizes. alot of criticism about some of the
standards that have been used in devel oping the regenerated | odges,
that there could have been amore efficient use of the money. Inthe
past year the proposa that was being advanced was for a much-
reduced lodge program in terms of expenditure per unit, so that it
could be extended to a greatly increased number of lodges, but
because of the budget decision not to spend any money on that

capital work this year, there isn't any being undertaken. Future
budget decisions remain to be made.

MR. DAVIS: Theother thing | could mention there, Tom, isthat we
are looking at a process that would allow for the establishment of
reserve funds that we want to talk further with the Alberta senior
citizens housing association on. That's been a problem in the past:
to carry on maintenance and budget for it on an ongoing basis. So
that is under consideration as well.

MR. WHITE: It's my understanding that hitherto they weren't
allowed to keep any in the budget, which made it doubly difficult to
provide this maintenance.

MR. DAVIS. The maintenanceis cost shared, by the way, between
ourselves and themunicipality. It'snot fully their responsibility. It's
cost shared roughly 50-50.

MR. WHITE: That's good to know.

In the same genera area of housing there is a concern, not so
much with the management of the lodges but with the users of the
service. They're getting to the point of their lives where there's a
continually escalating need for more medical service. We're getting
the blurring of the line between housing to medical treatment, and
that which isin between is sort of thislodge. Thelodgeisbecoming
more and more and more a place of alittle more caring, alittle more
deliverance of medical service, not through the lodge proper but
through home care. When home care hiccups or hasadeficit budget
or something, the reverberations through the lodges is something
fierce. There's this instant fear. Is there anything that your
department can do with the deliverance of the health care budget so
that thisis smoothed out such that there would be a little more co-
ordination of health care delivery in your lodges? Isit possible, or
isit being worked on? What's the status out there?

DR. WEST: This is an excellent question or thought process.
Indeed it's at the heart of the problem we've had with lodges as
they've evolved from 1959 to 1993. They were built in '59 for
upwardly mobile 65-year-old seniors that had a car out in the
parking lot. They needed aplaceto put their suitcase, and they were
going to spend al kinds of time traveling and coming back in full
health. Now the age entering them and the average age of some of
themis85-plus. Our legislation and theway we've set it up, housing
here and health care here, dmost precludes any crossing of those
two in assisted living outside of the darting in and out of home care.
We are working with the Department of Health, and we've had
meetings so far. We're going to work on this concept of assisted
living, so that certain dollars and certain programs can follow the
client even within those housing organizations without, | guess,
putting at jeopardy the lodge program. We also want to look in the
spring, and we'll be bringing forth legislation that will addressthose
legal ramifications that address foundations and that at the present
time if they assist in giving pills or giving certain levels of health
care to them. | think our legislation and some of the pilot projects
that we're working on with health within lodges will find an answer
for the question you're probing at, because it's true that we have
many lodge beds in certain areas that aren't fully utilized because
they really can't function completely as alodge. They need some
assisted living.
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MR. WHITE: Thelast supplementary. I'm very familiar with what
happens in this city in the deliverance of long-term care in the
hospital end and in the lodge through your program, an outfit called
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the Greater Edmonton Foundation. They overlap, and they're very
familiar with each other'soperation, but they continually runinto the
same problemswith each individual line of deliveranceof cold, hard
cash to further their programs. So they overlap, but they keep
having to pull back. Now, I've heard this minister say many, many,
many times the words, | think he calsit “collapsing the structure,”
getting the needs and getting the administrative level the minimum.
Now, | don't suggest it lightly, but is it possible in your works that
you were just speaking of to speak to the Minister of Health, bring
together perhaps only a minimum of four people, the two ministers
and the two senior administrators of the Greater Edmonton
Foundation and what used to be called district 24 long-term care --
it'scalled Capital Care Group now -- to see what can be donein the
deliverance of service at least in apilot project close at hand so that
all the ministers could be able to see it in operation within a short
drive of the ministry. Isthat possible?

DR. WEST: Well, | can't go to a specific commitment heretoday as
we discuss this. We have been at this about five months. | mean,
you know that, because you say you've heard me say it many times.
We've moved a tremendous amount in five months, and over the
next many years you'll be the part to question and to bring forth
thoserecommendations. | don't find any problemwith what you just
said asfar as getting together and that. We are going to work when
the roundtables are through, and we do have people out at the
present timegoing from housi ng authority regionsand brainstorming
on how we can consolidate and amal gamate the housing authorities
and work with the foundations and other types of housingin an area
to cut down the administration overlap. | would say that within the
next six months we're going to see atremendous change in not only
administration attitudes but in the ability of our departmentsto work
with the Greater Edmonton Foundation and othersto seewhat you're
actually pinpointing.

Your questions are bang on on the future. They have to come.
We have to work with more flexibility. If you want to call them
pilot projects or whatever -- we've got three we're going to movein
shortly -- | think the end result has to be areal examination of the
turf or of the overlap and to serve the clients. You must put the
consumer at thefront of all this. You can't put housing, you can't put
health, you can't put socia servicesasindividual stand-alones. You
must put the client, who is an Albertan who has a need for certain
services, out front. Because of policy you can't bridge them from
other services; you can't keep them out. Therefore, you haveto have
the flexibility. Weve aways defended housing. The lodge
foundationshavesaid, “ Don't touch the health careand thehousing.”
That has to be broken down, and that's coming. | see tremendous
movements at the roundtables in health. At our first foray of
meetings that housing is having, going out and talking about
amalgamating the 430 housing authorities, well get to those
communications with the Greater Edmonton Foundation.

MR. CHAIRMAN: Thank you.
Victor Doerksen.

MR. DOERKSEN: Thank you, Mr. Chairman. I'm still on the
clarification point. I'm going to tell you what | think it is, and you
correct me if I'm wrong. The assets that show up on the Alberta
heritage savings trust fund are only the debentures, not bricks and
mortar -- is that correct? -- and those debentures are used, then, to
finance the bricks and mortar which appear as assets on a different
set of books.

MR. LEITCH: Yeah. The Alberta Mortgage and Housing
Corporation books.

MR. DOERKSEN: Okay. So then the valuation on page 25 of the
Alberta heritage savings trust fund that shows the book value of
AMHC debentures of $1.6 billion and amarket value of $1.9 billion
isnot related then to the actual market value of the bricksand mortar
but to the premium that would be charged if you sold the debentures
on the open market?

MR. LEITCH: That's correct, and they're premium obviously
because interest rates have dropped as opposed to the rates that
currently exist on the debentures.

MR. DOERKSEN: Okay. So the $1.9 billion market value has
absolutely no relation to the value of the bricks and mortar.

MR. LEITCH: That's correct.

MR. DOERKSEN: Okay. So all these questions should be asked to
the department not to the Alberta heritage savings trust fund.

DR. WEST: We had estimates.

MR. CHAIRMAN: Okay. Thank you.
Don Massey.

DR. MASSEY: Thank you, Mr. Chairman. Could | ask: did
Municipal Affairs SalesLtd. put out mortgage packagesfor sale? Is
that how they operate, as did MPI?

DR. WEST: Correct.

DR. MASSEY: Does the government guarantee any of those
mortgages?

DR. WEST: There are avariety of workout packages, and some of
those, yes, are guaranteed aswe move them out to the private sector.
| don't know what the percentageis.

Mr. Leitch.

MR. LEITCH: On the mortgages moved out up till March 31 the
total net book value of the mortgages sold was $961 million, and on
that total the origina guarantees provided were $743 million.

DR. MASSEY: So the liahility is still there for a large portion of
those sales?

MR. DAVIS: Onalot of those guaranteesthere are accelerated fall-
away provisions depending on the value of the asset and what kind
of return the property is generating and whether the asset sold. So
some of these guarantees decline fairly quickly. What we try to do
is get the minimum guarantee that we can on each mortgage. You
have to appreciate that we're a hundred percent liable for the
mortgage if we hold it. When we sdll it to the private sector, you
know, we try to move back from the guarantee both in terms of the
value and also in terms of the length of time that the guarantee is

going to apply.
DR. MASSEY: Thanks, Mr. Chairman.

MR. SOHAL: My question isthe same oneas Mr. White's question.
The heritagetrust fund'smoney spent on social housing: isthereany
way of knowing how much is spent on socia welfare and how much
isinvested for profit?

DR. WEST: | don't quite understand your question, but the essence
of it aswelook back in the history of all the social housing -- I'll say
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this, but it won't answer your question directly. Because of the
shortfall on al of these properties, there was not very much profit.
It wasjust loss.

MR. SOHAL: So we're doing the Ministry of Family and Social
Services bidding there. We're helping there indirectly, are we?

DR. WEST: No. This budget doesn't cross over onto their budget.

MR. SOHAL: What I'm saying is that you are not providing that
socia housing for the needy people, so the ministry of Family and
Socia Services would be doing that.

DR. WEST: That's correct to adegree. The challengethat we have
-- and again thisis a hit of ideology coming up -- isto sort out and
define need and to find some way of putting some sunsets on people
to get them back into the world of self-determination and serve
themselves. Our policiesinthepast -- and | can stateit herethat that
wasthen and thisis now -- weren't always based on need. Aspeople
progressed during those high-financed years, they could prove need
on entrance but stayed in many of our housing units after they could
well afford to get out on their own.

3:22

MR. SOHAL: Thank you.
DR. WEST: | see some smiles over there. | think there was
agreement to some of that.

MR. CHAIRMAN: Thank you.
Sine.

MR. CHADI: Thank you, Mr. Chairman. 1'm going to go back to
MPI and some of the perceived problems that MPI had, and | just
want some clarification as to what has transpired there. MPI, of
course, was created back in the first part of January 1991, and its
mandate was to liquidate the nonsocial housing component of
Alberta Mortgage and Housing Corporation. The president at the
time, a fellow by the name of Stephen Kent, wrote to the then
minister Dick Fowler with allegations of conflict of interest on the
board of directors of MPI. My question to the Minister of Municipal
Affairsis. sincethe Auditor General had an investigation into this
matter, is it not possible, then, to table the report that the Auditor
Genera had prepared on MPI?

DR. WEST: Those have beentabled. The Auditor Genera brought
forth his results of that, and they have been tabled.

MR. CHADI: | have not seen areport, Mr. Chairman, and if there
was indeed one, was the demise of MPI, then, as a result of the
alleged allegations of conflict of interest?

DR. WEST: No. TheAuditor General reviewed various allegations
and what have you and came back with areport that suggested that
there were many procedures and that that should be looked at for
auditing purposes and for clarity purposes, that should be updated,
but at the time in looking at the general application could find no
malice or any other type of implications that were made by the
innuendos. The Auditor General clarified that emphatically but did
state that many of the procedures as it went to letting out contracts
and consulting -- you've brought those questions up before -- could
be tightened up.

At that point in time, because of the arm's-length nature in a
public board and the awkwardness that MPI found itself inintrying

to function as a private real estate agency versus what government
has to do in auditing purposes and letting out contracts, it found
itself in an awkward position asit came to the clarity of the Auditor
Generd's report. Therefore, we created Municipa Affairs Sales
Ltd., brought it in-house, and sent afull, detailed updatein policy to
the Auditor Genera and actualy implemented every one of his
recommendations and almost doubled them in itstightness as far as
our policy. The Auditor General has reviewed that since and found
our operation to be well within the guidelines of any accounting
principle as a government runs its books.

MR. CHAIRMAN: A second?

MR. CHADI: Yes. Isthere currently any work being done by the
Ethics Commissioner with respect to these allegations of conflict of
interest on MPI? As you know, we've all met with the Ethics
Commissioner over the past couple of months, and discussions did
take place between myself and the Ethics Commissioner. I'm just
wondering whether or not you are aware of any investigationsbeing
now made by the Ethics Commissioner.

DR. WEST: No. The Auditor Genera did afull investigation and
reported it to this Assembly and to the people of Alberta. The
Auditor General has dealt with this.

MR. CHAIRMAN: Okay. Before we continue with questions, we
have some visitorsin our gallery that we'd like to acknowledge. |
want to say that you're observing hearings of the standing committee
of the heritage savings trust fund. As such, we're a little more
informal, as you might appreciate, than if we were here in session
under the guidance of the Speaker. The private members are sitting
to my right and are representatives of both of the parties. | don't
know if you have your little maps with you, but if so, they are not
necessarily sitting in their own seat, so you'll have to look at their
wonderful countenances on the other side of that sheet. Then of
course to my left this afternoon we are asking questions of the
Minister of Municipal Affairs, Dr. Steven West, and he has staff
members here aswell. You're certainly welcometo stay with us as
long as you can.
Okay. Bonnie Laing.

MRS. LAING: Thank you, Mr. Chairman. Mr. Minister, on page
15 it mentions that $11.2 million came from private-sector lenders
for nonprofit groups. Was any of this used for seniors lodges or
apartments?

MR. FORGRAVE: Mr. Chairman, the answer is no. Nonprofit
groups who develop specia purpose housing projects borrow the
money themsel vesfrom aprivate-sector lender, and then CMHC and
the province subsidize the interest on the borrow.

MRS. LAING: Are there any steps being looked at to encourage
more private-sector lending to seniors' projects, or isit too risky?

DR. WEST: Wall, by al means we're working, as we say, to
encourage the private sector or nonprofit organizations to get into
the building of these. What I'm hearing is that now that we're into
our three-year plans and they're seeing the government back out of
itsrole, the private sector and many proposals are starting to come
forward. We're starting to see many of them interested, nonprofit
organizations or private-sector people who can see their way to
building apartments and seniors apartments, assisted living
complexesthat will really accommodate seniors, and innovativenew
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ways of transferring their ability to pay for them or to rent them and
buy-backs and all types of things. We're encouraging that.

We have the land bases, these mortgages, and if there are people
that want to look at it -- like the Kerby Centre. I'm going down
tomorrow to Calgary to give them an extended option on a piece of
property till they see if they can put together a large 70 to 100
apartment-type complex with some innovative new ways to assist
seniors. That I'm very encouraged by. They're not asking for any
government assistance on that except the option on certain pieces of
land that we had that are very appropriate to seniors needs. Aswe
go forward, we're going to see some tremendousinnovative private-
sector or nonprofit organizations, church groups, and other extended
organizations develop great housing and flexible housing for the
needs of various citizens in the province of Alberta.

MRS. LAING: Thank you.

MR. WHITE: It's appropriate that the questions | have fall from
that. From observation, particularly in this city, I've seen a number
of old-style units: asubstantive piece of property with afourplex at
grade with lots of land around it. They're very energy inefficient.
The replacement that |'ve seen over the years on these propertiesis
beyond what the private sector would reasonably wish to put into
these properties. On one hand there's the difficulty of the seniors
housing and not wanting to disrupt their life-style, becausetheir life
may not be al that long in any event, not wanting to put too hard an
edge on it, and balancing that with thislarge piece of property. The
owner, which happens to be the Greater Edmonton Foundation in
this case, is redly land rich but terribly building poor. To the
minister:  would Alberta Mortgage and Housing Corporation
consider a proposition from the private sector that would end up
owning the property and al of the buildings on the site and
guaranteeing a fixed rate of return on the units as they rent them
back to those needy seniors? Would you consider that proposition?

3:32

DR. WEST: At the present time, until we had alot more discussion,
the answer to you would likely beno. If you understood, in the city
-- and you do understand the CHIP and MAP programs. That wasn't
senior housing, but that was other types of modest apartments or
low-income housing. That's exactly what we did. We guaranteed
mortgagesto their income and ended up eating closeto $800 million
worth of property to the private sector. What happensisthat aslong
as your cash flow on rents is good and the mortgages can be
sustained, those types of arrangements seem to go on quite nicely,
but as soon as the cash flow falls short of renta -- say there'sahuge
vacancy rate -- and the private sector can't service this mortgage and
the occupancy can't even service the debt and you get a downswing
ininterest rates or whatever it is, the private sector turns around and
says, “Here's your property.” At that point in time we own bricks
and mortar to the tune of what you are addressing in the heritage
savings fund right now. So what you're asking is to revisit a
program of loan guarantees or a cash flow guarantee. At the present
time this government and other governments are re-evaluating loan
guarantees and tying ourselves into long-term commitments to
bricks and mortar on recovery back.

MR. WHITE: | think perhaps you misunderstood alittle bit there
what | was saying. The essence of this would be that the province
and/or the Greater Edmonton Foundation get out of the business of
owning the property. They in fact sell the property lock, stock, and
barrel the way it is now, presently, with a completed design. The
new owner then guarantees on along term at least part of the units
at afixed rate of return to them, so what happens in effect is that

you'vetraded the property for long-term housing for your seniors, in
which case you're not in the business of maintenance. You'renot in
the business any longer of providing any of that save perhaps some
small escalator for local tax or some other thingsthat are unforeseen
at thistime. | mean, that's the kind of thing | was looking for. So
the department through the AMHC backs out entirely and says:
“Yes, we like the deal. Well sign here under this scenario. You
provide the space on that day and you |ease at that rate and you've
got yourself adeal.” That'sthe sort of thing | was thinking morein
terms of .

DR. WEST: | think your idea is fine without the guarantee. It
works with what I'm saying: 1'm going to follow the client. So as
long as those clients that can afford to rent that building at $900 a
month or $800 or whatever it is pay you -- if you happen to have
clients in there that we have some way of asset testing and means
testing so we can determine they need supplement, then we follow
them with cash, but you don't need any guarantee. Therefore, if you
tie yourself into a high interest rate or whatever and you get into
trouble as a private-sector person, you have to supplement that
building, not the government. You're good up until you cometo the
cash flow guarantee. We just follow the client. If you fill your
building with clientsthat don't need asubsidy from the government,
then you don't need anything from the government.

As| say, we have to establish some way rather than what's been
going on with creative bookkeeping. We have to establish your
need. A good accountant and a good lawyer today seem to ensure
that there aren't too many that don't have needs. | saw in Germany
where they asset test the whole family to determine their need. All
the children besides have to be asset tested before they get into a
subsidized socia program in Germany. So they'll be checking you
out, Lance, for how many cars you own there.

MSHALEY: | wanted to talk about the senior citizens with regard
to our renter assistancein some of the programsthat they'reinvolved
in. Isthat something that you see continuing?

DR. WEST: That's not part of this.

MSHALEY: It'snot part of this?

DR. WEST: No.

MSHALEY: You were saying that it was following them.

DR. WEST: No. That'snot under these estimatestoday. 1'm sorry.

MSHALEY: That'sfine. | apologize.

DR. WEST:
together.

| don't think it fits. That's a different concept all
MR. CHAIRMAN: Carol, your supplementary doesn't have to deal
with the main, in our rules, so if you have another . . .

MS HALEY: It was just that he said that we were following the
client, and | wondered if that somehow had come into that.

DR. WEST: That isn't in that philosophy at al.
MSHALEY: That'sgood, because it wasn't all that friendly.

MR. CHAIRMAN: Do you want to use your supplementary then?
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MSHALEY: No, that'sfine. Thank you.

MR. CHAIRMAN: Okay.
Dr. Massgy.

DR. MASSEY: Thanks, Mr. Chairman. Of the recommendations
the committee made in April of 1993, the first one was to the
Minister of Municipal Affairs. They only made 11 recommenda-
tions, but this one was
that the Minister of Municipa Affairs be encouraged to develop
additional initiatives to attract more private sector investment in social
housing projects.
The minister came back with a brief paragraph reply.
Arethere specific projectsthat have been started asaresult of that
recommendation?

DR. WEST: Well, you want to get into specific projects. We're four
months into indeed that. | can give you some names of various
groups that are coming to that. | know that Horizon Village, for
example, in this has gone and looked and bought some of our
property that we caveated for seniors. They bought it at market
value and are constructing it fully. The private sector ison itsway.
We have many nonprofit organizations that are indeed looking at
assisted living models, working with the Department of Health, and
have been before the standing policy committees of this government
to this date and will be coming forward in the near future with some
what | call very exciting new directions for the private sector. So,
yes, | giveyou that one example, but I can nametwo or three others.
Someof thecorporationsinvolved, of course, becausethey're buying
property on afreemarket basis, will bring their proposalsforward to
the public in due course.

DR. MASSEY: Just as a matter of history, Mr. Chairman, did the
recommendation come out of something specific, or was thisjust a
general kind of direction that the committee wanted to give?

MR. DAVIS: Well, | think the concern was the level of borrowing
from the heritage savings trust fund, and could we finance social
housing construction from other sources? One of the things that's
being looked at by Canada Mortgage and Housing Corporation is
getting back into direct lending for socia housing projectsaswell as
part of their phasing out of direct funding, so that might provide
some opportunities as well to go places other than the heritage
savings trust fund to borrow for socia housing.

DR. MASSEY: Thanks, Mr. Chairman.
MR. CHAIRMAN: Denis Herard.

MR. HERARD: Actudly, my question has been answered, thank
you.

MR. CHAIRMAN: Sine.

MR. CHADI: Thank you. Mr. Minister, | missed it somewhere,
whereby we were discussing the amount of dollars worth of
mortgagesthat we had. One number that | think was mentioned was
that out of the $426 million in the non social housing inventory of
assets was $224 million worth of mortgages, mortgage receivables
I would imagine. That is the vendor take-backs, or the money that
we'd carried against certain propertiesthat we sold. Isthat correct?

MR. LEITCH: The $426 million is the total value of assets
remaining to be sold, and of that amount of $426 million approxi-

mately $224 million realizable value of mortgages remains to be
sold.

MR. CHADI: Correct.
Do we have an average interest rate on those that you could
readily give us, on the $224 million?

MR. LEITCH: No, | don't have that with me.
MR. CHADI: Could that be provided then?

MR. LEITCH: We could look that up, yes.
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MR. CHADI: Isthismy last? Yeah, for now. I'll come back to this
one, but now my last supplementary. What attempts have been
made to sell the $224 million worth of mortgages as a block, and if
you have made some attempts, what sort of discount rates were
offered?

MR. DAVIS: Well, on that, we've looked at that option, but the
cost, the potentia discount rate, was felt to be too high. We didn't
actually put the package out. We have been relatively successful at
moving through restructuring these mortgages and selling them to
the private sector at above net book value. Part of the reason we've
been successful is the low interest rates. We will come down to a
group of mortgages at the end of the day which may be difficult to
restructure and sell, and we may need at that point to look at ablock
sale, but at this point it wouldn't seem to make alot of sense.

MR. CHAIRMAN: Okay. Thank you.
Lance White.

MR. WHITE: Canl goagain? Let'sseehere. | wasn't expectingto
get back so quickly. Oh, yes. I've recently had some unconfirmed
reports -- now, just to make the minister aware of this and if he's
heard any of it too -- that the management company for West
Edmonton Village has had a number of what appear to be, just
appear to be, some sweetheart deals with some suppliers. The
allegation has been made to my officethat there might be something
there that might be reviewed by yoursdlf. Have you heard any of
this? If you haven't, perhaps privately we could just discuss the
matter.

DR. WEST: W, I'll just say here, not privately, if you have
allegationsthat haveimplications, thesearepublic dollarsand you're
in the Assembly today. That's going on record. If you have
allegations, | am not aware of any of them at the present time, but |
would like them dated and | would like them put on paper by who
makes them, because what you're saying is something that goes a
little beyond a private conversation between you and me.

MR. WHITE: | shall do the best | can to substantiate them and
forward them for your review. | don't know anything more than
what these two people are telling me, and they don't want to be
identified except perhaps directly to yourself. I'mnot sure. I'll have
to ask them.

DR. WEST: Well, Mr. Chairman, | think that statementslikethat in
this Assembly, although we have protection in here, treadson . . .

MR. CHAIRMAN: WEell, | wasgoingtojust sort of indicatethat I'm
feeling that in my latitude here perhaps|'m being aimost lax. | don't
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want to discourage any questions, but | wonder if in your
supplementaries we can maybe kind of steer it back; okay?

MR. WHITE: Steer it inanother direction? I'll haveto revisit some
of the question.
Thank you.

MR. CHAIRMAN: All right.
Don Massey.

DR. MASSEY: Last time the committee met, there was an update
made on inner-city housing in Calgary and in Edmonton. Isthere
anything more on progress of thework by thosetwo cities providing
additional housing for inner-city residents?

MR. FORGRAVE: Mr. Chairman, | don't have the statistics with
me, although we can provide them. The two committees continue
to work, the Edmonton joint planning committee and the Calgary
committee, whichischaired by Mrs. Laing, and are quite effectively
co-ordinating groups who areinterested in the housing of peoplein
inner cities of both Calgary and Edmonton.

DR. MASSEY: Specifically, was the old York Hotel in Calgary
converted to housing?

MR. DAVIS: It's under way now.
DR. MASSEY: Pardon me?

MR. DAVIS: | said the process is under way right now. They're
doing the renovating on it. All of the projects that the minister
mentioned earlier . .. | forget. It wasnine or 10?

DR. WEST: Ten.

MR. DAVIS: ... aredl dedicated either to Edmonton or Calgary,
and most of them in the inner cities.

DR. MASSEY: Thank you.

DR. WEST: | might add that with 6 to 7 percent vacanciesthereis
always concern by the private sector that we use good common
sensein judgment when we go to public housing where we construct
it and spend dollars versus what's already been constructed by the
private sector. They say, “Why don't you just follow your clients
and put themin our buildings?’ That's avery good question.

MR. CHAIRMAN: Sine.

MR. CHADI: Thank you, Mr. Chairman. Mr. Minister, weve
proved that we have $224 million in outstanding receivables and
held inmortgages. Asthese mortgages come due, arewe demanding
payouts or are we renewing them?

MR. DAVIS: WEell, we are receiving revenue from most of these
mortgages at this point. What we're doing with anumber of themis
restructuring them so they make commercial sense now, because
they've been through a number of iterations since the original loan
was made and the discount program and the subsequent discount
programwere brought in. We'retrying to structure them so that they
make sense commercially, so we can then turn around and sell them,
but were not failing to try to enforce performance on those
mortgages now. Not alot of them are coming dueright now. If they
do come due, because of current interest rates the mortgageeisin a

better position today than he or shewould have been when they took
the mortgage out with us, so that itself is not a problem. The
problem is getting them set up in acommercially viable way so they
can be sold to a private-sector lender.

MR. CHADI: Thank you. You touched on something that leads me
to ask this question: how many loans, mortgages receivable do we
have that are nonperforming in terms of dollars?

DR. WEST: WEell, the $224 million incorporates 125 mortgages,
approximately 7,000 units. Of those, if there's what we call
nonperforming, welll get it to you. You have to realize that these
were mortgages where we capitalized the interest, some of the
expenses against them because there were cash flow shortagesto the
peoplethat we'd set up either through CHIP and MAP or some other
program. As aresult, the origina loan amount is way higher than
the net book value, so the low interest rates are helping us work
these out. Some of them aren't due, but some of them were taken
back in because they were nonperforming at the time. Aswe work
them out on the low interest rates, we hope to transfer them to the
private sector, depending on who comes along. The original
mortgagee may have an option to buy them or not, but some of them
have forfeited that option. Of that $224 million, the origina loan
amount was $323 million. We're expecting a realized loss of $99
million onthose. Theseloansand setupsweredone at times of high,
highinterest rates and at times when perhapsthey werefull and then
shortly after that, because of the downturn in the economy, went to
20 and 30 percent vacancies.

MR. DAVIS: | could perhaps have been alittle clearer. | apologize.
For the nonperforming mortgagesthat we can foreclose on, of course
we have foreclosed and taken the building back and sold the
building. That processhasbeen ongoing. Thosearethe multifamily
buildings that we're selling and have sold.

MR. CHADI: To the minister, just for apoint of clarification. My
understanding was that there was $224 million. Now, | know we've
taken assets and forecl osed on these assetsfrom | oansthat were back
in the early '80s. Now we've got the asset back, we've sold it, and
we've carried back some financing, have we not?

MR. DAVIS: In an awful lot of situations where we're selling the
building asareal estate asset, we've done some minimal vendor take
back financing, primarily in rural areas. The more difficult issueis
the sdl e of the mortgages with the guarantees associated with it.

MR. CHADI: | understand that, yes. | was referring to the vendor
take backs that we've gotten and if there were any defaults on those.
That's what my question was.

MR. DAVIS: | should say that since this minister became minister
we have engaged in very few vendor take back mortgages.

MR. CHAIRMAN: Okay. Thank you.
| sense, though, that you still are owed a supplementary. Did you
have one at thistime?

3:52

MR. CHADI: I'm still owed a supplementary. Thank you, Mr.
Chairman; you're so wise. Quite a bean counter, isn't he?

With respect to the other mortgages, the $800 million in
mortgages that was mentioned -- | think it was the hon. Member for
Edmonton-Mill Woods that asked his question, and the response
was.  about $800 million in mortgages -- which made up a
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considerable amount of that $1.6 billion shown on the books. Have
those as well, then, been looked at as being sold as ablock?

MR. DAVIS: We've aready sold through MPI about $370 million
worth of those mortgages. They'regone. MASL has sold about $50
million, and they're working on selling the balance of the $224
million, which is all that's left. So quite a bit of that has aready
been disposed of. As indicated earlier, we're having reasonably
good progress at restructuring and selling these mortgages. When
we get down to agroup that we have some difficulty with, that might
be an option to look at: disposa as a block.

DR. WEST: Just so | can add to that, what started this al off some
time ago was that a huge block was sold off and a percentage of that
returned to the heritage savings trust fund. When the hon. Ray
Speaker was there, about $690 million were sold in ablock: alarge
sale prior to MPI.

MR. DAVIS: They were sold by Alberta Mortgage and Housing
Corporation.

DR. WEST: Yeah.

MR. CHAIRMAN: Okay. Thank you.
Victor Doerksen.

MR. DOERKSEN: Thank you, Mr. Chairman. | had ameeting with
the chairman of the Red Deer housing authority, and he made a
couple of commentsthat I'd like some clarification on. At one point
intimetheintent of socia housing, if you want to call it that, wasto
subsidize those with low income as opposed to those on socid
serviceor on supportsfor independence, and somewherethe balance
got changed around. Wasthereany changein policy directioninthe
past that would have -- am | making myself clear?

In other words, it wasintended to help the working poor as opposed
to those on social assistance.

MR. DAVIS: | think what's happened, not through any deliberate
policy direction but simply over time, is that there's been clearly
some erosion of that and there have been more social assistance
clients moving into housing that's under the auspices of housing
authorities. We need to look at that, and we're talking with social
services now both in terms of how we move or start to treat social
housing, asthe minister indicated, astransitional housing asopposed
to an end destination that people move into and stay in on an
ongoing basis, whether they're socia services clients or whether
they'reworking poor. We have an awful lot of single-parent families
moving into our housing in the major urban areas, and | suspect Red
Deer would fall into that category aswell. We need to address that
issue.

There's also another issue, which is in terms of the level of cost
sharing from the federal government under the CAP program where
socia services are cost shared with the federal government. That's
cost shared on a 50-50 basis. The federal government has put a
ceiling on that for Alberta, British Columbia, and Ontario, which
means that they're actually alittle less than 50-50. Most of the cost
sharing for social housing is70-30, with the 70 percent coming from
thefederal government. So thereisan advantage to cost share some
of thesethingsunder our programs as opposed to social services, and
we're looking at that as well.

MR. DOERKSEN: The incentive to make this temporary housing
to help through a period, of course, was that | think they pay 25
percent of their income toward their rent, and as soon as they reach

an income level that then means the 25 percent is -- they can find
cheaper accommodation. They would then moveout. Soinasense
we've penalized ourselves for changing their program.

Another question to do with that. | looked at the numbers there.
Their maintenance expenses on the properties seemed awfully high
in comparison to what | as a homeowner or a typical homeowner
would expend on my own property.

DR. WEST: That's correct, and the catch-22 is that when
government gets involved at any level in construction or mainten-
ance, you can count on it being 20 to 40 percent higher. If you don't
believe that, just look at these books. So your observation is acute
and accurate. For some reason we apply and contract out, and
government contracts, and that becomes exorbitantly high.
Therefore, the answer to your questionis: correct, and all the more
reason for usto alow you the homeowner to fix your own home. If
you need some help, we'll give you alittle bit.

MR. DOERKSEN: So that's what you mean by your money
following the client?

DR. WEST: That's correct.

MR. DOERKSEN: Okay.

MR. CHAIRMAN: You still have a supplementary, sir.
MR. DOERKSEN: No, I'm done.

MR. CHAIRMAN: Okay.
Lance?

MR. WHITE: Carrying on in the same vein, in virtualy every
municipality of magnitude popul ationwise there are some what are
caled self-contained units that are owned by the department and
operated in large measure by some local authority in a partnership.
With the advent of what | hear as a major and strong piece of
philosophy is a subsidy following the client and not following the
bricksand mortar -- incidentally, we shoul d speak more of wood and
nailsinthisprovince because we manufacturethose and not so many
of the bricks. Both of those being the case, will there be a move
afoot to market these properties, the self-contained units that the
department currently holds in inventory?

DR. WEST: Which ones are you talking about?

MR. WHITE: Theonly ones| have direct knowledge of arein this
city. I can't recall the names of the placesright offhand, but | could
provide them really quickly. There are about seven or eight.

DR. WEST: WEell, we're not selling the senior self-contained or
thoseunits. They're cost shared with thefederal government; there's
a dua ownership. The only thing that you would do is find
innovative new ways of transferring total maintenance and funding
of them over to foundations or housing authorities so that weweren't
as proactive in doing the management and maintenance of these
operations. There are 35-year debentures in place that are cost
shared with the federal government, and they're nonprofit housing
authorities that run them. Until we made arrangements with the
federal government, | would see a little trouble in selling these
properties.

MR. WHITE: My supplementary is on the last answer. Is the
biggest single deterrent that you'd have to have some kind of an
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arrangement with the federal government because of thislong-term
arrangement? Isit not possible that with the change of government
you may find adifferent attitude?

DR. WEST: Maybe. I'm not saying thereisn't. | want to go down
to Ottawa, or maybe have them come here if they can afford to, and
talk to them at length on housing in the near future. If you have any
influence in Ottawa, too, you talk to them about a prudent way of
using public dollars.

MR. WHITE: Thank you.

MR. CHAIRMAN: Don Massey? Okay.

Sine.

Before you start, | should make note of the clock. Whileitis4
o'clock, we really didn't call to order until 20 after 2, so wed
appreciate your indulgence, Mr. Minister.

MR. CHADI: My question isone that would ask an opinion of the
hon. minister. The Auditor General recommended that the Treasury
Department initiate a review of the heritage savings trust fund and
determine what assets are being used in the most effective manner.
The Financial Review Commission aso stated that the retention of
the fund in its present form is creating a fase sense of security
amongst Albertans and recommended that the investments of the
fund be transferred to the GRF. Given the fact that the GRF does
indeed cover the losses from time to time from the grants that we've
paid out from the general revenue fund, it would make sense. The
Institute of Chartered Accountantsal so hasrecommended something
quite similar inasmuch as they believe that the fund should be
liquidated and thefunds go to pay down debt. Hon. minister, doyou
agree with some of these recommendations that have been put out,
knowing full well that from within your Department of Municipal
Affairs agreat amount of money has been coming from the general
revenue fund? Bearing that in mind, isn't this something that we
ought to be doing?

4:02
DR. WEST: WEell, you're asking an opinion.

MR. CHAIRMAN: | guess the right, sir, is to answer or to not
answer it, whichever you wish. You certainly don't have to.

DR. WEST: Well, if the philosophy iswhether you sell the heritage
funds off to meet short-term commitments when you're in debt, the
answer is absolutely, unequivocally no. We will put this ship in
order beforeyou sell down. | think I'mtalking to abusinessman that
fully knowsthat you don't dump all your RRSPsjust because you've
got a spending problem.

MR. CHADI: No. That's absolutely correct. Maybe | should have
also said that once we've undertaken to bring our spending under
control, that would be first and foremost. | believe that the hon.
minister isareasonablefellow, and | like hisstyle. | think he would
probably agreewith mewhen | say that it ought to beliquidated, and
that'sal | wanted to know. | think you've answered the question to
agreat degree.

DR. WEST: Did you say that | would agree with you on liquida-
tion?

MR. CHADI: Yes.

DR. WEST: No, | didn't. | said unequivocally no.

MR. CHADI: Until we got our housein order.
DR. WEST: You didn't say that.

MR. CHAIRMAN: All right.
Lance.

MR. WHITE: Well, just a supplementary on that last one then.

MR. CHAIRMAN: Be careful now. I've been showing latitude all
day, but if you're going to abuse it, you're going to lose it.

MR. WHITE: Well, the minister made the analogy: you don't sell
your RRSPs for a short-term expenditure problem. Would the
minister then say that you don't cash in your RRSPsin order to pay
the mortgage?

MR. CHAIRMAN: We've clearly gone beyond the '92-93 report on
this. Again | offer you the opportunity if you wish to reply.

DR. WEST: The questions have now jumped away from pertinent
to irrelevant.

MR. WHITE: Mr. Chairman, I'll move that we do now adjourn and
just ask the minister to save the extra 15 minutes.

MR. CHAIRMAN: Whilewe have amotion to adjourn, | still want
to thank the minister and his staff for coming. \We appreciate your
candidness.

MR. CHADI: Mr. Chairman, one comment. For myself and my
hon. colleagues, | think it's appropriate that we thank you for such
agreat job that you've done in chairing this committee for the first
day. You've done amarvelous job, and we thank you.

[The committee adjourned at 4:06 p.m.]
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