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Standing Committee on The Alberta lieritage Savings Trust Fund fict

Tuesday, Octoher 29, 1978
Chairman: Mr. 'cyne 12:10 p.m.

MR. CKHAIRMAN: Inasnuch as we have a gquorum and inasnuch as tinme iz of the
essence, perhaps we could cone to order. Before addressing ourselves to the
question of housing reconnendation No. 2, Mr. Clark, during the break, raised
the question of preparation and subnizsien of recomnsndations arizing from the
testinony this norning of Mr. Hyndman and, to a lezser extient, that of Mr.
Adair. Would the comnittee agree with a six-day tinetable; that iz to say, a
deadline of perhaps noon, next Monday, the 15th? I could usze the afterncon to
do the usual assimilaticon and categorization, 1iZ necezsary, for cur probable
neeting PMonday evening. Any conament?

HON. MEMBERS: Agreed.

MR. CHAIRMAN: Mr. Hotley, we've just reached agreement con noon, Monday the
15th, for any additional subnissions arising from the testinmony of PMrz. Hyndnaan
and Mr. Adair this morning. I'll use Monday afternoon to put then together,
acssimilate them, and then we'll add them to our naterials for discussion
Monday the 15th. ,

On scheduling, do w2 have agreement on two three-hour zzssions: Fonday, 7-
10, and Tuecday, 7-10, if we neced them? I realize *that'z an unpalatable
resolution of the prcblem, but there just sinply is no other time that seens
open to a majority of the members of this busy conmittee.

MR. PAHL: Mr. Chairman, considering ny success on the cne resolutien I so ably

defended, naybe vou'd do better without me.
MR. CHAIRMAN: Perhaps we could then bkegin our discusszion of reccnnendation No.
2 in the housing s=ction of the recomnendations binder. I believe it was
submitted by Mr. Sindlinger. Mr. Sindlinger, would you care to speak to the
reconnendation.

MR. SIMNDLIHGER: Yes, I would, i#r. Chairman. Thiz iz a truly terrific
reconnendation. It's so terrific, I've been thinking about withdrawing it.
The reason for that is that I saw a television progran the other night on a
federal housing assistance program. The federal progranm had rade housing
available to people who couldn't afford it in the first instance, but in the
second instance, once they geot into the hcusin

3. couldn't rmaintain it. The
result is these large housing projects in easte

rn Canada which are ctanding
vacant right now and alzo are deteriorating. When I made this reconmendation,
it was without that knouledge. I have to ztart aszking nyself: iz giving
somathing for nothing wvorth uwhile? Whether or not thiz iz scnmething fox
nothing, I don't know vet. But I would like to get sone conments freom ny
fellow comnmittee nembers and z=e whether or not uve ought to reconsider this or
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withdraw it, in texms of rewriting it zo it does tak
into consideraticn.
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MR. CHAIRMAN: Any dizcuzzion cither of the
Knzaak.

Sindlinger's qualifying connentz?  Mr,

MR. KHAAX: I think what Mz, Sindlinger cavs is corrxect. I really have tuo

tz i i
view ig that the policy of Alberta Houzing, although worth comnenting on, is
really outside the purviecw of the heritzge savings trust fund conmittee,
notwithstanding that the Alberta liome Mortyage Corporation is block-funded by
the fund. It renlly iz a policy of the deparinment. What I would like to zes
iz have it not withdrawn and have it in fact defeated, not
bazis of what's in there necessarily but on the basis tha*
reconnendation wa should deal with.

z in diiferent arcaz. First I'll =pecak on the nore inportant one. My

The way I understand the fornula, the way it's zet up now undar the Alberta
Hone Hortga ge syzten, iz that an asses .ent iz nade of what people can afford.
It's zsed on a formula of heocusing expenditure to their total groszs inceone.

If you allow pcople to qualify by increasing the zize of houze they can buy
and decreasing ths douwnpaynent, you in fact have these people who othcruize
would not be able to purchaze a houze almozt inducing thenm to purchaze a
houze. UWhat you've xeally induced then to do with thes: Xinds of paranstexs
is induced or persuaded then to jump into a financial coanitnant, &z Mr.
Sindlinger pointed out, which cannot be re

asonably borne by the young couple
or the neuwly-narrieds who purchaze a home 11}

e thiz. So aside from ny initial
caveat, I would really like to have a lot rore thought given to changing the
runbers before being able to even -- if ay point doezn't carry -- but a lot
nore thought given to chanzing the nunbers without ze2eing what the breander
implications arxe to the pecple who are induced to buv that house. Thank vou.

MR. BRADLEY: I had similar corments to those of Mr. Knaak. I den't Xnow if
‘hiz recomnendation falls within the purview of the truzt fund. If cerxtainly
is a policy recornendation with regard to how Alberta Hone Mortgage
Corporation operates If we do procezd with thi
though, I sugg
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ot to put in a per dollar figure on the naxinum norigage
level, but pnrh to suggezt a recemnendation more in line with a suggesticn
that Alberta Jome hortgage Corporation haves a policy review of thoze linits
every six nonths or a year, to brin

circunstances in the province.

q ‘h_n more in line with current econcnic

MR. R. CLARXK: Mr. Chairnan, just two connents One would be that I would neot
support the2 point of view expressed by lM:-. hnank and Mr. Bradley -- 1'nm sure
that comes =az a surprise -- that this wouldn't be within the purvicw of the
connittee to pazs an opinien or a reconmnendation en. I look at page 41 and
see that we have about $555 nillien invested in the Alberta Honre Mortga

ge
Corporation dekentures. It zeenms to re thal if neothing else that savs teo
menbars of the connittee® this is an area we should loonk at, and if ve feel
there are r=connmendationz to be nad nake them, especially in light of what
Mr. Hyndman sald this nerning that in fact he look: at this connittee @z one
of the =- I don't know the exact terminoleogy, w2'll have to walt for Hansard:
I'n looking forward to that -- nmajor inputs to the goveransnt ax far as

investnment decisionz are concerned

1.
The zeczond point I'd nake i3z this. Mr. Sindlingsr, I share ths sane concern

you do about ihe $62,000. Dazically I think vhat yvou'ze geotting at heore is
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that 662,000 simply makes very, very few unitzs available. The

y juzt aren't
making houses for that amount no In Calgazy, a3 I undersiand the zituation,
excluding that area on the very nortnnaat edge of the city at Falzeonridge,
there are some houses there that Alberia Honme Morigange Corporaticn has
financed or has been involved in with Hu-Wz2zt and tuo or threse cther

ompanies. DBut those are at the $62,090 linit. But from ny dizcuzcion with
the Hone Mortaage peoplzs, there are cinply rno cother new houzes that meet that
particular limit. I would certainly support that part of the receomnmendation

that sauys uwe look at the $62,000, not from the vieu of getting »
that they have no possibility of being able to iive with the debt 1
because that's one of the thingz the Home Mortgage people look at,
The interest people pay is tied to the incone of the family, izn't 1 In a
particular case I was lcoking at the other day, a perzon uculd get about $156
a month subsidy for interest as a result of their incone. I think thie Hone
lMortgage Corporation have a good program, picking up this portion of the
interest. But I would zure encourage us to look at the $62,000. LUhether
$80,000 is right, I don't know. But I do feel it has to be increas=d.

MR. BRADLEY: Just to get back in on my first point, the program zet up under
the Alberta family home purchase progran, the question of direct suboidies to
the individual purchasing the house conesz from the operating budget of the
province. It does not come fron the Heritage Savings Trust Fund. The
Heritage Savings Trust Fund is solely a vehicle of lending to Alberta Hone
Mortgags Corporation on a debenture basis. That is the point I wish to re-
enphazize. This falls into decisions that are made with regard to the
operating budget of the province, undexr the budget w2z pass for Alberta,
through Alberta Houszing and Public lorks, I believe.

MR. NOTLEY: Mr. Chairman, first of all, even though the shielding of interest,
the interest subsidy, conmes frona the operating budget of the province, I think
it is appropriate to look at that as we review uhether we want to increase the
ceiling. Me're talking about an investnent from the Heritase Savings Trust
Fund. I think there iz probably some merit in saving, do wa want to get
people into trouble? Surely we don't. So that being the casze, even though
looking at interest shielding is perhaps slightly beyond ocux terns of
reference, I believe that iz going to happen over and over again when ue
exanine heritage trust fund investnants. How can one divorce some of the
operating costs, for example, of our capital commitments under the health
centres in the province. Fronm tine to tine we have to look at the operating
costs as well as the direct investments from the trust fund per se.

I would just make a ccuple of commentz. 1 agree with Mx. Bradley when he
cuggests we shouldn't have a figure in it. To suggest we nove from $62,000
per unit to $80,000 is incorrect. On the other hand, I'm not entixel:
convinced that it isn't wiser and better in terns of our progranaing 1o nake
larger first nortgages available to young pecpls through the Ailberta Home
Mortgage Corporation, as cppozzd to getting into the situation wvhexe somebody
runs out and finds the first mortgage doesn't go far enough so they gFt a
very, very expensive second mortgage. Two p2ople are working and you've got a
very high percentage of their incone tied up. &s pecople have already pointed
out, right now the program is baged on a certain percentags of the fanily
incone. So as long as that continues to be the sort of operating guidelines
of the Alberta Home Mortgage Corporation, it seems to me there is considerable
argunent feor increasing the linits. But I don't think it is apsropriate for
this comnmittez to put doun what the linmits zhould be. Llle have conpetent
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pecple in the Home Mortgage Corporation who are aware o

That keing the case, all I think we az a connmittee o

there be a periocdic reviecu by the Hore Mortgage Corpora
i

consistent with our view of the inve-iments from thi

M. PAHL:® Mr. Chairxman, in view of this problen, il terpts me to add the vords
innovative methods of financing houzing asz w2ll, and rediresct nvw
recomnendaticn Ho. 1. Bult I would support in part what Mz, Hotlev said uvith
regard to percentagez. I would also zay that the defauvli expericnce of the
Alberta Home leortgage Corporation has been a very cratifving one. inasnuch as
there have been very, very fecuw people who have entered *trhe progran who haven't
been able to sustain it. S50 I guezs vou'd have to say that as long as there
isn't a shoxtfall in housing, what they've been doing zeens to bs the
appropriate response. I certainly appreciate the fact that in the

constituency of Mill loodz, where there iz a not of new housing znd a lot of

ssisted housing, the capacity for people to respond to the copportunity and
the desire to cwn their own housing certainly would lead cne to think that
people's individual initiative and capacity will in fact allcow then to stre*ch
thenselvez a bit. I think we shouldn't deny them the oppoxtunity as long as
ve don't create hardship.

MRS. FYFE: The ceoncern I have of increasing the naximum nmortgags lesvel to
$80,000 is a philosophical concern for land use, I guc"r. I think% we have an
expectation that many people can and should afford a single-fanily duelling,
e
have to have a nmore common wcceptance that the majoritiy oF pecple vwill not
kzve 3 single-fanily dwelling. Pexrhaps the expectation will be one for rors
hoveoing of nultifanily or of zons denzity. T reazallyv have o concern that this
just sort of says, okay, wz2'll continus: thiz trend we're presently in. I
would like to have a broader understanding of how nany pesople cannot --
azsuning their sarning capacity neetsz
houzing under the exizting progran.
question the tine the minizter waz hars. On that bas
reticent to increase the prezent level without
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criteria -- find nultiple-fonily
nfortunately, I did not azk that
n
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3, I woula
o £ rec
in thiz area that came from within our corporations

MR. CHAIRMAN: For the bene2fit of those who ca
seszion, Mr. Sindlinger, in introducing or sp
indicated son2 recently developed r

on both specific and philosophica
in speaking to Mr. Sindlinger's comn
nerit passage in any forn.

afternoon’
nn=ndation,
raconmendation
"k went further
5 it doesn't

MR. KNAAXK: I wasn't quite that strong (laughter).

MR. CHAIRMAN: Then both Mr. Hotlev and I believe Mr. Bradley, and rerha
others, have indicated that they're supportive of the notion of increa

a

those linits, but that they reully ought not to bz spacified or quantified

within our cwn comnlittee reocommendaticn, and that they should be subject to

sons engoing, pericedic review. } e you can see that we don't apr2ar to be
i

very close to a censenous yet.

A0, KHAAR?Y I'm wondering if us could breal this dewn into two stess. This

chat 1f the heritage funds ax
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block-fund a department, we as a cemnittce can coam
reconmendations on ths policy of that departnant.
initial vote, not £o nuch on the substance hers, but in fac ui
the substance -— that is, whether or not ws can zupport this, zsubj
anendnents, on a matter of principle that thic comnittee should be involved in
the details of deparimental policy. MNow if that'sz dz2feated -- in other words,
the committee thinks us zhould bs able to talk zboui departnental matters -- 1
would zuggezt that this recomnendation go for r=adr

at sone other point.

'1

afting and be brought forth

R, CHAIRMAN: Comments on Mr. Knaak's suggesticn? PMr. Notley.

MR. MOTLEY: Mr. Chairaan, with great respect, it zeens to ne we really can't
divorce the two things. We're talking about investnents from the heritagze
trust fund. But in nany cases —- not in every <caze, but in nany cases == the
vehicle to carry out the investments, to deal with the invesztments, are
departnents of governmant. Therefcre, uhen ons ascess
is good or bad, one has to bs able to take a lcsok at
departnent that iz adainistering that inveztment.

o]

“

whether an investment
adequacy of the

ve already done so with
the two recomnendations we already passed, dealing with lands in the province.
Wa have looked at the adequacy of the vehicle for the heritage trust fund
invesiment. So I realize we're getting into a grey arxea. DBut quite frankly.
1f we as a comnittee choose not to take that approach, it seens to ne we are
very restricted in terrs of tha recomnendations we can nake. Then we're just
sinply lcoking at wh=re ws can got the best return for cur dollars, as opposead
to the other criterin set ocut particularly in the Alberta invesiment division,
but even the capital works division.

"
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MR. SIMDLIMGER: I have to agree with the approach Mr. Knaak is taking; that
is, breaking this thing down into two zegnents. The first one is with regard
to the extent of our revieu of in"c"tﬂ ntz of the heritage trust fund. I'1l
refer to page 56, capital projects divizion investirents: the
in the capital projectz is $255 nillion. Yet the invastment in the Albertna
Home liortgage Corporation 13 $¢555, alnost tuwice that ancunt. It's by far the
largest of any investm=nt in the Alberta invesiment division or the capital
projects division. In terms of the Alberta inveztrnent division, it's just
about 33 per cent of the total. There isn't ancther investmnent that

pproaches the magnitude of that investment. It's one thing to disburse
funds; it's another to dizburszzs funds and ¥now vhere the end up. I think it's
only reasonable that we give conzideraticn to the end uze of those funds.

It's not really the vehicle we're criticizing all the time; it's the end use
of the funds -- what are they being uzed for? I agree wa zhould at times
exanine the veshicle for the disburcerment, but

—Zaonm

total invesinent

2 prine objactive is end use.
And the end use in this case is vhere I equivocate a little. I'm resolute in
the pozition that we ought to investigate the disbursenenizs and placenants of
these fundz. I don't =ce any problem with naking a recconmsndation such as
thiz. lhatlt this recomnendation in fact says iz that thz placenm=nt, the end
use, of thosze fund iz no longer adequate. Circuamstances have changed. The
rationale for the placensnt of the funds cught to be changed accerdingly.

Where I equivocate, howevear, is when it comes down to the other peint that's
been nade, or brought up. That iz the inducenesnt this night provide for
people to jump into financial coamitrent that they can't bear over t
term, and lead up to the second mortgages. It's for that reasen I first

ng * £

suggested ue give considaration 1o withdrawi his for further dza
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MR. BRADLEY: I'd lile to get back to Mr. Knaak's suggestion of a vete first in
principle az to how we look at heritage trust fund investmentsz. Ue had a
question this nmorning to the Provinzial Treasurcer with regard to criteria for
investnents in the Canada investment divizion, as to whether we would say thicz
is what a province can do with the funds. The rezponze was no, ue negotiate a
loan on comnercial terms with a province and they spend that rioney as they
wish; otherwise we probably wouldn't ke getting any loans from then.

On the other hand, the capital projects division is a direct investment by
the province in a project, and surely we as a comnlittee are going to have very
close scrutiny as to how those funds are expended. I would apply to the
Alberta investnent division to a great degree the zame principles az apply to
the Canada investrent division; that to a great degree it's basic

ally a
conmerical loan. In terns of debenturez, the Alberta Home Mortgage
Corporation —-- uwe're really looking at the yield on that investnent to a great
desgree.

Then we get back to my earlier point. I hesitage on the texrm to use —- the

real heart of the Alberta Home PMortgage Corporation program., the family hone
purchace progran wa're talking about, iz really policy within the Alberta Hone
Mortgage Corporatien and through the minister. Subsidies, ceilings, et
cetera, are set in that policy and I think debated in the budget debate in th
spring. I thin)k that's the proper place to discuss, debate, the nerits ¢f th
program and how it operates -- in the budget debate, when we wppropriate fund
to that department in the spring to carrzy out the subsidies or the preogran.

o 0

P

MR. NOTLEY: Mr. Chnairman, I agree with lr. Bradley on the Canada investment
division, and 1 agree with his remarks on the capitzl works division, but it
zeens to me that the difference I have with his positicn iz on thz2 Alberta

investment division. With great recpect, I would subnit that it is probably
tantarocunt to being being conmparable with thez capital works divizion. It's
not just, Mr. Bradley, the return. Obviously one of the conditicns wve as @

comnittee are to examine is the rate of return. But if one alzo leococks at the
criteria set out in the act, we have to ask ourselves: doeos this tend to
strengthen the economy of the province; does it tend to divaersify the econony

0of the province? that bkecing the case, it seemz to me that our probes -- not
always -- have to . . . Rather than uzing the terminlogy I did of exanining
the vehicle, although from tine to time we have to do that, uz do have to
exanine the end usze. Does the end use of the investnent we nake meet the
criteria? That being the case, I really think as occaszion demands uv2 nust go
beyond the discuzszion vhich would take place in the Canada division., The
Canada divigsion is a very sinple, straightforward zituation. I agres there.

But I think in the Alberta division, ves have to meet those other criteria.

That means occasionally going beyond just vhether w2 have a reasonable rate of
return.

MR. BRADLEY: Just to respond briefly, there may bz a case in the Alberta
investment where that may be the ecasze. But in this case, in my nind it's
clearly . . . Ikhen discussing the Alb=xrta Hone Mortgags Ceorporation it's a
policy decision which we can discuzsz in the spring in the budget debate. If
there wasn't another vehicle for use to examine the Alberta Heome lMoxrtgage
Corporation, its policy and programs, I wouldn't hesitate to agree with vou.
But in this caze we do have another vehicle which relates directly and iz
recpensible to the legislature at another point in time. We have that
opportunity to ewxamine very clozely the pelicies and prograns of Albarta licne
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Mortgage Corporation. There's another opporxtunity. I think the anspropriate
opportunity iz in the budget

MR. CHAIRMAHN: Mr. HKotley, did vou wish to cffer

o

rejoiner to that xebuttal?

MR. HOTLEY: Frequently that would bs the

c ut there are coing %to be
tines and occasions when examining the end
EN
(™
P

B
=2 of how the roney iz invested --
that we can't just splinter cur investiga d 33y, we can investigute that
Ssix or szeven nonthz down the road; we'l [
we really won't concern cutzelves about whether the vehicle 15 adequate, or
the end uce, bscause we'll deal with that in the spring. How, often that will
be a very workable way of handling the reccnaendations. But fron time to tine
we as a comnittee, Mx. Bradley, are going *to have to look at whether or not
the end use is being net by the agency of government that iz doing the
meeting.

)

MR. BRADLEY: I agree with yvou that the case could be nade, but in the one
we're discusszing today, the Albesrta Hene lMortgage Corporation, I den't think
that case could be made.

MR. KHAAKX: I appreciate the fact that zomeone else 13 doing nmy rebuttals for
me; very adeguately, I might say. If we look at page 54, we'll see that the
investnents in Alberta Hone Mortgage and Alberta Housing are at comnercial

ra estnents be at

tez, and that's the intent. It's a requirement that all in
comnercial rates. It's block funding. The nnalogy iz the sa
invezted in Ontario Hydro, guaranteed by the Ontario governnent, th=
provincial government would try to deternine the end uze of how Ontario Hydro
iz uzing those funds. It just doessn't nake scense on a matter of principle.

Now I agree that we have to exanine the policies of Alberta lousing and
Alberta Home lortgage Corporation. But uwhat I'm really saving, and I've said
it before: it gets to be a dangerous step if we as NMLAs in governmment bhegin to
duplicate cur work and really den't have sone logical way of proceeding
through variousz comnitteez and various steps. As Mr. Bradley peointad out, the
time to examina the policies of Alberta Housing and Alberta Hone Meortga
Coxrporation iz in the budget and the estimates. That's when you do a ca:eful
review. If the Alberta Heritage Savings Trust Fund connittes begins to
examnine all departmental pregramc being funded through Alberta Housing in
addition to doing it during the budgetl, we'll be here a long time without
really accomplizhing some of the tazks we could be doing, or just eaxpending
our time. Again, it's a natter of principle. Idon’t want to argue at great
length about this, but it's just ny suggestion for streamlining the activities
of the comnittes

MR. SINDLINGER: I strongly disagree with Mr. Bradley and PMr. ¥Xnaak. It may be
true that these prograns can be exanined at other times. But it's also true
that we're charged with the responzibility in this comnittes to review the
expenditures and investments of the Heritage Savings Txust Funé, whether or
not thev've been done elsevhere. I think we should bear that in nind and do
exactly that. If you want to take this to the extrens, we could havs given
the Alberta Home lortgage Corporation $500 million and then without due regard
to the end uze, the Alberta lome Mortgage Corpeoration could have taken it and

'l

invested it in grain clevatorsz, or sonmething of that nature. It's inportant
to usz == it could. You know, if we'rs not concerned obout the end use of that
noney =-- vou're zaying they could take that noney and plaze it in some other
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program. So I think it's important we bear the e¢nd use in nind, and s»2
whether or not these agencies or vehicles are meeting the objectiwves ¢f the
fund.

MR. NOTLEY: With great recpect, could I zuggest that rather than tzying to
work out a hard and fast rule, it seemz to me there are going to bs occacions
when we could =say, fine, we don't sericuzly need to examine the vehicle or the
end use because we can deal with that in the kudgset debate in the spring and

we can all agree as a ccmnittee. There are going to bs other times whan ue
could all agrce, as we already have,that we're going to have to lock at the
vehicle. e have unanimously pazsed two reconnmendations thiz morning uhers

that concept was accepted. There are going to be other tines when there will
be a genuine difference as to whether or not we need to study the wehicle and
governnent policy in some detail in determining the end uze. I would hate to
Ssee us pazs any geﬂeral statenent at thiz juncture. because 1 believe wa're
going to have to cross thoze bridges as we come to them and battle it out. I
think today is a cace in point. There are prohably some legitimate
differences of opinion az to whether or not 'ws should be looking at the policy
of the Alberta Home Mortyage Corporation in relation to thisz recoamendaticn.
But let's not foreclose that door in the future.

MR. CHAIRMAN: We have before us Mr. Sindlinger's recommendation No. 2,
introduced with some rezervations by Mr. Sindlinger. lle have an apparent
divergence of view, articulated on the one hand by ifr. Xnaak and lMr. Bradley
and on the other hand by Mr. Sindlinger and Mr. Hotley, az to the
appropriateness of this conmittee's exanination of what's been lcosaly called
"end use". If Mr. Knaak, who introduced not a notion but the questicn for
discuszsion, is satisfied with the discussien that has taken place, would it be
appropriate for me now to sinmply ask lr. Sindlinger his current position en
his amended recommendation?

MR. APPLEBY: Iz it amended?

MR. CHAIRMAN: It has not been formally anended, but pricr to your entry, Mr.
Appleby, Mr. Sindlinger did raisze szone reservations. FPerxhaps they bear
repetition because we have now had five members join us since you zaised these
reservations.

MR. SINDLINGER: I respectfully request the committee's permiscion %o withdraw
the recommendation so I nay further consider it and redraft it and subnit it
at a later time.

MR. APPLEBY: It will be coning back?

MR. SINDLIKGER: Yes.

MR. CHAIRMAN: The committee haz to pazs judgenent on that suggestion. Really

you're suggesting., Mr. Sindlinger, with rezpect, that through the benefit cf

this discussion en the points of princirle on uwhich we have had a divergence

of view, you'll redraft that recommendation and satisfy the needs as have been
exprezzed by this conmittee. That's a herculean task, I night say.
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MR, PANHL: Mr. Chairman, I think in view of the fact we've hzd sort of a zecond
round of reconmendations to put in that that's a fair request, as long as hiz
redraft comes in within the same deadline as the —-— that's Monday noon.

MR. CHAIRMAN: Agrecment?
HON. MEMBERS: Agreed.

MR. KMAAX: Just one little comment. I would cextainly agree to that, as loang
as we all agree that this doezn't set a general precedent. I think that's
what Mr. Motley zaid. We don't intend this to =2t @ g2neral precedent for the
future, that we just take a very narrow point here.

MR. CHAIRMAN: I'm sure that'sc the comnittee's underctanding. Is t
Mr. Sindlinger?

hat yours,

MR. SIHDLIHGER: Yes.

MR. CHAIRMAN: If so, we can then dispense with that item for now, with the
notation it will be redrafted by October 15, the redraft to reflect opinions
expressed by the committee today.

That brings us then to the transportation section. Hhile we'rs turning to
that section of the book, I might juzt mention to those who have juar joined
us that the committee has agreszd to mzet on two more occazions: at 7 ofclock
on Monday the 15th, and at 7 o'clock on Tuesday the 16th. Je hope that as
full a reprezentation as possible . . .

MR. APPLE3Y: These are p.m.?

MR. CHAIRMAN: These are evening meetings, ves. Monday evening next, and
Tuesday cvening next. I'n reluctunt to stampede the conmnittee in any way,
because I ¥now I couldn'®t do it if I wanted to. Dut I would like to point out
the arithretic realities that we'ze now about cne-thirxd, perhaps 40 pexr cent
through our reconnendations, and we've used about 12 hours. So, to conplete
rore than half in six hours will be a no mean task, especially when there acze
such potentially troublesome areas: transportation, debts/equity investnent,
amendnents to the legislation, terms of reference of the coamittee, and zo con.
50 I would certainly avpreciate as full a5 possible attendance on Monday and

Tuesday next. I think we should be cautioned s a committee that we may have
to meet in addition to those two occasions.
All right. then. Transportation zecomnendation No. | cane from the Leader

of the QOpposition. Mr. Clark, would you care to speak to your recomasndation?

MR. R. CLARK: Mr. Chairman. having tho feeling you may have besen zqu

looking at re when you nade thozse comnents about how slowly we are movi
along, suffice for mo to say very, very briefly that I'd asX heon. menbe
think back to the comments the Premier nade vhen he was before the conn
with rezgard to the recommendation nad

w

a
last vesr, vhen the Premier was h
emphatic befors the conmittee that the geovernnent would not sSeo heritage none
being uzsed for compreshenzive highway upgrading nzross the province. Uith t
bazkground, and recoanizing tue reality of the situation, that's why I've
phrazed this notion the way we have; that Lf the governnent iLs not prepared to
take heritage roney tc nove in this area, what we'lre reconnending to the
cennittee is gaving, ckay, look, then the g

Q

vernnent. I got the feeling that
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the government and the Premier were looking at the idea of taking the
accunulated surplus of the province, that being a possibility., I think if
nembers would check into their transcripi, =zonme reference was made to the
possibility of the accumulated surplus of the province being uzed in this kind
of venture.

So that's really the background. I just point out to menbers that Mr.
Kroeger, the ninister, I think gave us a figure of something like $1.3 billion
as what would be neceded to really get our highway =zysten in the provinge up
to, let's say, top notch. That's the background, Mr. Chairman, and the reason
I have noved the notion the way I have.

MR. CHAIRMAN: Discussion then, or queztions from committec members on
transzportation recommendation Ho. 1.

MR. PAHL: Mrxr. Chairman, I note the following reconmmendation from Mr. Motley is
not all that different. I wonder if it would be fair to speak to both motions
at once, after they have been addressad by their initiator.

MR. CHAIRMAN: Mr. Hotley, are you prepared to conmbine discussion of your
recommendation with this?

MR. HOTLEY: Fine, ye=z. The only thing that is really different is the
reconnendation I propose iz a reaffirnation of the recommendation nade last
year, The difference between the first and second ones is the time involved
-= 10 years as opposecd 1o five years. e had discuszed 10 years last vear as
a conmittee in makirg our recommendation. The other differencesz: the official
opposition cne deals with primary, secondary, and tertiary roads; the one I
presented deals with prinary and sezondary highuays.

Juzt one footnote before general discussion. Cne of the real problens the
ninister has brought to ny attention at least is that because of the job of
refurbishing existing highways, the $1.8 billion he nenticned., ws do get inte
a situation where it izn't posszible to really foruard plan our new road
projectc very well, because much ¢f our present highways or any of cur present
niles of highway are in such serious szhape that they have to he refurbished.
Hence the money haz to come from sone place. It cones from the roads that are
scheduled to be built and aren't built cn =zchedule.

It's very important that we connit curselves to block funding. I'm not firm
on whether it should ke five years or 10 years, becausze again the ninister iz
conpletely accurate. If we doubled the hichunys budget tomorrow, ws wouldn't
build 10 extra miles of road; we'd just have bids twice as high. Hs have to
do it on a planned basis o people in the private contracting industry can
gear up, so we have the necessary conpetition in the bids. That's the
argument behind the block funding. I'a not really hard wvhetner it be five or
10 yvears. Last year's recommendation was 10 vears. If people feel nore
confortable with five vears . . . The kev thing ic foruward block funding.

MR. APPLEBY: Before we go any further, Mr. Chairnman, I wonder if we could get
a couple of quezticns just for clarification. First to Mr. Clark as to
exactly what he included in the tertiary progran.

MR. R. CLARK: Mr. Chairman, on second thought. better ve not ruddy the waters

and talk about primary and =zecondary. Initially, Frank, I talked in terns of
thece roads. you kncow, county roads and so on. But if I could, FMz. Chairman.
take the lertiary out of our recomnzndation and rake it primary and secondary.
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Those were the figures Mr. Kroeger —- the kindz of highways Mr. Xroegezr wacs
referring to.

MR. APPLEBY: The other »ns, Mr. Chairran, if Mr. Motley would outline uvhat he
vieuws as a block-funded progran.

MR. NOTLEY: You mean the total amount?

14R. APPLEBY: No. UWhat do vou m=an by =- how wil
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e-yenr or 10-year
ng recad network,
that would have to
ays budget would be

MR. HOTLEY: It would be zet up on the basisz of either a fi
projection of refurbishing of roads, expansison of the exi
and the resource roads required, with an inflationaxy in
be estinated and would vary from year to year, o oux hi
perceivable for a period of five years.

MR. APPLEBY: That would be a five-year block?

MR. HOTLEY: Yes, it would be a five-year block, or 10-yesar. Last yvear we
reconnended 19 vears, Frank. It nay ke eazier to budest on a five=-vear

pericd. e have the precedent now of the urban road preogram which is based on
five years.

MR. DRADLEY: I'd like to zpeak to the principle behind this zort of
investnent. I, and I think all of us here, recognize that we have to look
very quickly at the longer term in terzs of rmaintenance and upgrading of our
present road system. I think we've alnmost had a concessien fron HMr. Clark
that he doesn't foresee this investnent coming cut of the heritage trust fund.
I gquess I have some difficulty as to whether it should be funded through the
normal operating budget of the province or fron the Heritage Savings Trust
Fund. I have a queztion in my own mind as to what is the propsr vehicle. 1
certainly agrees that such a program should be initiated. bMe have to look at
it in a very major sense in the rural areas in the province, the primaxy and
secondary highways. I'm just not sure whether the Heritage Savings Trust Fund
is the vehicle.

MR. R. CLARK: To Mr. Bradley, because perhaps he can (inaudible). Mr.
Bradley, I think one of the problems in doing it out of the cperating budget
is that you don't have that kind of continuity there was some rsference to
earlier today. Whether it's the heritage fund cr comes fron the operating
budget, I have the same feelings you have. But I do recognize -- certainly
last vear we nade the recommendation of the heritage fund. I cane away from
the meeting with the Premier in the connitiee with the very definite feeling
that the government and the Premier did not zee this as fitting within his
governnent's terms of the Heritage Savings Trust Fund.

Now, that being the case, there are only tuo other avenues we could look at.
One would be the operating budget of the province, capital portien thereof, or
there has been zome reference to uzing the surplu: funds of the province. It
can be argued that if we're talking about surplus funds of the province or the
operating budget, we're stepping somewhat cutside a narzow interpretation of

the terns of this conmittee. On the oiher hand., I'd ask back to you and say,
what other agency or group is there that ic in a position to make sonme

recoamendations in an area like this if this comnittee can't
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MR. BRADLEY: I guess we'xre on a very fine point. I juzt wonder in terxrnz of
the coperating budget or general budgel in the capital portion ¢f it, sonmsthing
like that could not be szcnchow £it 1n over a longer poriod of time. I just
raize the queztion bscauze it's a fine line.

MR. PAHL: Mr. Chairman, I want to make two points. I think the important
principle of the Legislature iz that yvou annually approve funds for the Crouwn
to conmmit on an ongoing basiz. I know we all recognize that some things take

nore than one vear. DBut fron a parliamentary point of view, I would have sone
pretty serious reservationz about naking operating commitnents bevond vhat
might be the life of the governnment, for cxanple.

MR. R. CLARK: lle do that with the five-year capital works program foz urban
transportation.

MR. PAHL: llell, I guess maybe the trend iz there. Iz that an operating or iz
that heritage savings?

MR. R. CLARK: Capital.

MR. PAHL: Hell I guess that would linit 1it, and I think that principle should
be kept in nind.

The othexr point I want to nmake, and Mr. Clark already brought it up, is the
$751 nillion dedicated to urban roadways in the course of five years. I thin!}
if we move into this areca with a recommendation, wz should, in view of the
ever-growing and ever—increasing rate of growth in our urban areaz, not
restrict oursslves to primary and secondary roads, although I do recognize the
need and the linkage betuwezsn the two.

MRS. FYFE: I support the principle of increased Alberta prinmary and secondary
roadwayzs in the strongest pozzible terms. But I do not think the trust fund
is the vehicle for financing that develepment. I think the Heritags Savings
Trust Fund waz developed on a rather uniqus philosophy, one that would put
aszide funds for future gensrations, one that in most cases a ze2lf-gensrating
fund. To put developrent of new roadwavs or upgrading of existing roadways
into this program I think would certainly clocud the whole concept of the
Heritage Savings Trust Fund and where would we then draw the line? Would we
then go into each governnent department and say, well, we need extra money
there, we'll put this under th2 truzt fund. So in effect we'd have the
cperating and capital budgets of the departments and the trust fund all
literally doing the same thing. I think it would be very wrong of this
comnittee to make a reconnendation that the trust fund finance the program of
upgrading rcads. When we look at estinatez for within the depariment or even
bafore then on an individual basis az an MLA, through our various vehicles, I
think we should very strongly precss for development of roadwayz, but not
through thiz one vehicle.

o

v

MR. NOTLEY: Mr. Chairman, basically, if I had my 'druthers' -- and I agree
wuith Mrz. Fyfe -- I'd 'druther' that this five-year or 10-year progrzan be
financed through the capital section of the Departnment of Transportation. But
I think it zhould be a five- or 10-year block of funding programn. Zut leot ne
just say that I think one could nake the cace for transpeortation routes in
this province and even make the cass under the heritage trust fund. I wo

o
ft
Q.
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rather it be don=2 by the capital section of the operating budg
province, but I think one could even riake the =zase on the tru

I would hate to s2e this reconmendation turned doun by
nay very well be that as a committee we feel it would be r undertaken
from the capitnl bkudget of the provinze. Better that we zay that, zo at least
the principle b2 acceptited and zent on. rathzr than for us to turn it down.
We've already passed it lazt year: it'z been sznt as a fornal reconmnmendation
from the connittee. If we say, uell, it doesn't really cone under heritage
trust fund =zo we'll leave it, in fact what we'z2 doing iz leaving a great big
hole in terms of fecrward planning of our highuway system. I can't stress
encugh the points the ninister brought to our attention, that we're long past
the stage of this kind of hit and nizz approach. Probably the one perzon last
vear who was morxe influential in encouraging us to pass a 10-year program was
Mr. Taylor, the former minister of highways.

If comnittee members are unconfortabls with the suggestion that wa're
talking about heritage trust fund money, let us put a disclaimer in it so
we're dealing with a recommendation on capital funding. 3ut I think it would
be a miztake to turn it doun.

3
he ccamitteos., It
C

MR. APPLEBY: Mr. Chairman, I think we as comnitiee menbarz
great deal of difficulty nore or less st

have as a connittee, the terms of refe
operate as a committee. I have a fee

ntinue to have a
i

a2l
e ters in which we can
ling that each ¢f us probably haz had

some feedback from psople outside the commitice, from o*hers, as to what they
vigualize and anticipate as needs within the province. In this area, probably

frem the capital projectz division, we're dealing with comathing t“1t uill
enhance social and econonic benefi t to everybody. I'm not too sure we should
be spending a lot of ocur time debating whether ws should be talking about
these things liere or vhether they should be left for the budget debate or
where they should go. If uve, a najority of the connittee, are convinced that
this is a subject and topic which iz timely and naeded, I don't see anv
difficulty. And if we nake a reconmendatien regarding that particular
subject., and if by =one chance, as Mr. Clark has suggested, the Prenier has
indicated that this type of progran would come under zome other type of
funding, zo be it. But at least ue have placed on rezcord t

connittee if the najority agrees that we feel thiz is

3>

he thoughts of this

sonething that needs to
be decalt with. Whatever means are ussd is another thlng uz don't really have
to be too concerned about.

r!'

I don't think we should be spending so nuch tine debating whether we should
be talking about that here or making a reconnendation regarding it. If it
should come back in the budgst debate, fine; lat it cone back. But we
certainly ares free to nmake vhatever recommendations we sce fit. Perhaps the
terms of reference should be changes: perhaps the Act szhould be changed.
Perhaps we should be given a more direct indication of uhat they expact us to
do in this committee. But at the present tine some of thess are pretty grey
areas, as other members have mentioned. If we want to nake a recommendation
regarding thisz, I don't see any problam with i

I
However, raybe these tuo recommendationzs coulid be conbinsd, rewritten, and
brought forth in perhaps a conden=ed fornm, clarifiecd. Maybe wa could do it
that wvay. But I don't think w2 should spend so nuch time debating whether or
not w2 should talk about these things.

MR. STEWART: MNr. Chaiimon, I think the intent of both these motions I have no

problen agreeing uith. The preblem we've had in the past period of tine is
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that it seemed like when more money was put into the highway pregranz, it waz
just auvtomatically eaten up with highexr bids. The philozophy of long-tezrn
planning is certainly one way of gearing up the industry, anticipating the
work iz going to k2 there. I think as this committece liztened to the
Prenier's vieuwpoint, he did not feel our Lighway systen zhould be funded frona
the Heritage Savings Truzt Fund. I'm like Mr. Appleby, I don't think that
should detract from thisz coanittee's consern that the philosophy of long-texn
planning for our highway svystemshould be given consideration here. 4z a
reconmendation has gone from thisz committee in other years, 1 think ue'd be
renizs if out of thixs cornittee's decisions this vear, it was reiterated. In
ny estinotion, with an expanding econony, with development of our recources,
we're taxing our highway systen. I think the ninister has put if quite flatly
on the table: we're in a position right now that we have to address the
problen that we have ncw highways to build and are literally not Xeeping up
with the old onez. I find it hard in ny cun mind to fit a program like this
into the heritags trust fund philesephy, but certainly the recomnasndation haz
gones forward in other years, and I would not feel a bit cpposed to having a
reconnendation fron this conmittes. I think theze two recommendations are
similar enough that if we mad: a reconmnendation. there should be a redraft
pozsibly to express the committee's concern on this problen.

MR. KMALK: Mr. Chairman, I just want to get back to the point ¢f where it's
funded from and what we're doing as a connittes. I think it's abzolulely key
to understanding the difference between the budgetary procezs governnent
departrments go through and the Heritage Savingz Trust Fund. I think az
politicians we have -- mnost cof you know when vou go door to deor --
unbelieveable pressure to spand it! nore nonsy in education, hosgpitals, roads,
everything. Really what begins to happen, if we take the attitude we need it
and should do it -- what's beginning to happen is the definition of need is
getting a lot softer; in othzr words, bzscaucze the noney is there. The normal
process of judging priorities between conpeting prograns is to nmake sore
assessnent of the cost benefit in relation to one another. I underztand
two receoamendations to say is that -- correct me if I'n wrong -- if on th
test about conpeting priorities between various prograns in the total
budgetary process, to education, health, highuays, culture, everything elze,
if enough funds can't be found in the capital side of ths coperatina budget,
that we take =ome heritage trust fund funds into the road construction
business., If that's the question, it's slightly different. Then it does
matter whether it's funded from the haritage trust fund or the current budg
I guess I can't quite see the ease with which we can go back and forth. I
think that, although a we=ak argunment can be nade for putting roads under th
capital division of the Herxritage Savingz Trust Fund, I strongly prefer that
road construction and road upgrading be funded under the current and capital
budget of the government outszids the Horitage Savings Trust Fund. So I really
do like sone clarification from Mr. ClarkX and Mr. Hotley on what their intent
is there. In other words, if you can't fund it under the capital budget, do
you then suwitch over?

[y

late]

LI A ¢

MR. CHAIRMAN: lir. Motley, do you wizh to respond to Mr. Knaak for
clarification?

MR. HROTLEY: Mr. Chaixrman, I thirnk one could make an argument for bringing road

construction under the capital works division. That argurment is not part of
thiz preposzal, hounver, and I heliecve it's specifically not part of the
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preoeposzal Mr., Clark nmade. Ue do have zubstantial fundszs in the ;cncral ~urplus
of the province that could be conmitted to cngoing capital projectis

nuch prefer that the highuway progranm in this province be funded undaer the
capital budget of the province «f Albzrita, 1f I had 1o make i.a& ct o
think that's basically the intent. I'n just trying teo renenber. P 293

of those who were on the comnittce lazt year could prompt mv nemoxry a bit en
the dizcussion. Mr. Appleby, perhaps you recall lazt I
were s3till talking about the capital budget as wall las
was a sufficiently inportant proposal that we as a conmnil
reconnaendation on to the governnment, that we do the block

-

Lt

FR. KNAAX: You're not saying that if it doezn't have a high ensz

the capital budget, to uze the Heritage Savings Trust Fund. You'*e just
saying the government chould set the construction and upgradinsg of prinary ard
secondary highways as a high priority.

MR. MNOTLEY: On a block funding basis. Basically, I think the Premier
sunnarized it quite well in his response to the quzztions. he

= n the gqueztion
of block funding was raised, he recalled vhen he wnz in opposiiion making this
az a proposal. I think the best poszsible way of dealing with if would bhe
through the capital works hudget of the province con @n ongoing pasisz. Yeou
¥nouw, we're in the happy situation at this stage where that could he
acconodated. Mr. Pahl had raized a point that we can't slide zround easily
and that is the normal lagiszslative review of the bhudget.

On the other hand, though, we already have the precedent of the urban
tranzportation system. The difficulty we're into with this business of just
raviewing it annually on a budgetary basis is that we even lose control,
because we don't have the private people in the field. Unless they can plan
over a period of five years, they aren't able to gear up. So we could decide
this year we're gning to double the highwayz budget, and it really wculdn’

prove a darned thing, because the people in the field have to have tinme to
gear up. I would very rnuch strecs to the menberz of the connit for
heaven's sake, 1f you uant to put in a diszclainer, that's fine, but let's not
reject the proposal.

MR. XNAAK: Just so I understand it, the enmphasiz is really on the nore forwaxd
lecoking way of financing it and the block funding. That nakes sense.

MR. R. CLARK: That's where my interests are too. There's nothing magic about
five years, but if we look at five vears on a block baziz. Increasingly,
we're going to get involved in the question of where it's prorsr to be funded

by. I would prefer the operating budget of the province alse. le do have,
vhat is it this year, a $600 nillion or $700 rillion surplusz, rlus a very
sizeable accumulated surplus. But part of the problem is that ue now have so
many projects that are neither fish nor fowl. Take for exanple, the W. W.
Cross cancer centre bhuilt over at the university zecveral vears sgo out of the
province's nornal operating budget. MNe're now building the zcutihiern Alberta
cancer centre out of the Heritage Savingz Trust Fund, aren't we? lbe'lre
building active bedz and nurzing beds in that centre, also out of the trust
fund, which additionally had been funded out of the normal cperat

[#]

the province. a2 can loock at the ccuthern Alberta chle'en

i
s t can't ve
-- out of the Alberta lHeritage Sav‘ngs Trust fund. The Glenrosa f i
r n
P

in Ednontoen was out of the province's operating budget. Inc
going to gat involved in tha zituation of thinge that £it in one
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past and are now in thec other area, and vice versa. I suppose one could uze
the Government House South as another example. The Government Houze here in
Edmonton was funded cut cof the oporabing budgeil: now the southern Alborta one
is going to bs funded out of the herii.qes fund apprepriation. DQur job is
going to get increasingly difficult if w2 want to try to drau a very ihin
line. I'm one of the ones whe, in the last tuo vears in ny nainorisy report,
has conztantly tried to draw that line. I think last meeting I said -- I
don't want to make the speech again. I'm prepared to say, okay, that's the
way ve're going, now let's get on and discuss the issues -- which 1z a major

concession on ny part.

MR. BRADLEY: Just to get back in on this point I raised earlier and follcwing
on Mr. Clark's and Mr. Hotley's ccnanents, is not the criteria for thes

of expenditures for the heritage fund -- we wouldn't nornally do it. Ue
wouldn't be building th=2 southern Alberita children's hospital if w= didn't
have the heritage fund meney to do it.

MR. R. CLARX: Fred, we've had the Glenrocze in Edronton for 15 years.
MR. DRADLEY: That's correct.
MR. R. CLARK: No heritage fund then.

MR. BRADLEY: We probably wouldn't be proceeding to build a second cne in the
province if it weren't for the fact that it was something we could -- we
wouldn't normally build another one. 2 may expand the Glenrose; vz wculdn't
nornzlly build a second children's hospital. That's the point I'n ifrving to
gct back to. I think ve've had unanimous agreement around this table that
this particular upgrading of prirmary and secondary highways shouldn't be
funded out of the heritage fund, yet we're prepared to pu* foruward t
reconnendaticn. I have zome great difficulty in principle. I think
who spoke seid this should really cone out of the province's capita
the surplus, vet we chould come foruard with this reconanandation, cut o
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Heritage Savings Trust Fund? 1 really have great difficulty with that
logic, that we would cone2 forward with recomnezndations on things w2 fec
should be don=s in the province that uwe feel could come out of the cperating
budget, yet we would pass them in the Heritage Savings Trust Fund comnittiee
This doesn't seem right to me, and I think that's what Mzz. Fyfe was gettin
onto earlier too.

o

o
Q.
8]

"

MR. CHAIRMAN: Actually, I had Mrz. Fyfe's supplenmentary next. Hould you care
to take advantage of that now?

MRS. FYFE: Yes, thank you. I think, cening back to the cenanent Mr. Notley
nade two turns ago, maybe we could still rosurrect the concern fron thi
comnittee -- I didn't mean that as a derogatory comment. I wazn't goi
agree with vou. I thiank we can resurrect the feeling of thiz ceonnitt
we are concerned about upgrading Alberia's highway or read systen, by the fact
that in two previous vears we've nads recoamendations regarding dzve=lopment of
roadways. The third year, this vear's connittee is concerned about the
funding of it -- I personally would sece nothing wrong with making a

reconnendation that, due to the coamittee's ceoncern for upgrading highuays, we
would recormnend the funding not cone out of the Alberta Heritage Savings Trust
Fund, but oult of the capital budg=t of the Department of Transportation. That
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way we have a clecar direstion of the feeling on where thiz funding would come
fron. I think that'z what you were zaying; I just put it in termz of a

motion.

MR, SINDLINGER: I'm a little reluctant to get in at this point.

MR. CHAIRMAN: Pleacse don't feel coerxced by the Chair, for hesaven'z cake
MR. NOTLEY: We may have a certain rural/urban gulf on this issue.

MR. SINDLINGER: Like everyone else, I have had a great deal of difficulty
undersztanding how and uhexe and why a project zshould be funded fronm the fund

r not. In the reading I've done of the transcripts of the past f2w years and
the debate in the Legizlature, the bast criterion I care acroszs was cne
initiated by Mr. Ray Speaker and subsequently adopted by the Premier. That
was sinply that the fund ought to be vzed for things we would noti eotheruise
do. Having said that, I don't know whether that has any relevance to this
diszcussion, but I'll stop right therse.

cl-

MR. R. CLARK: I'1ll be pleased to pass it on to Mr. Speaker.

MR. MUSGREAVE: I had thought Mr. Sindlinger was going to say what I wasz going
to say, but fortunately he didn't know I was going to. IMhat I'm wond=ring is,
I thought the basic purposze of the fund was teo provide a source of cash when
our revenuss dxy up from cil and gas and similar nonrenewable rescurces.
Perhaps this committee sheould be receommending that we don't want the
gavernnent engaging in any of these cavital projectz that have "a questionable
rate of return" in ‘the innediate or evan the leng range future. There have
been accusaticns that in effect what we've created in the Heritage Savings
Truzt Fund is a huge pork barrel that all the dapartments are dipping into
when they can't get their budgetary reguirenenits through the normal channels.
Maybe we're destroying the original concept of the fund by recenrmending all
theze Th;ngq. I agree we need to repave our highways and to do lots cf the
things we're doing, but was that the purpoze ¢f the fund?

MR. BRADLEY: I have to come back to what rz. IFyfe said. I think perhaps that
would rezolve ny difficulties here, and I can support on the grounds we've had
this recommendation before and here the comnittee is now disposing of it
finally, in the proper place vhere it chould be dizposed of.

MR. MOTLEY: I certainly think that would be very agreeable as far asz I am
concernaed. Maybe we could aszk Mrs. Fvfe to draft the recommendation, as a
matter c¢f fact.

“R. R. CLAPK: Don't say anvthing rore.
MR, KNAAX: Shouldn't ws= have the two nenbers who drafted the resclution?

MR. R. CLARK: I have total confidence in Mrs. Fyfe, so long as I can read the
receonnaendation after che'sz drafted it

MP. CHAIPMAN: We have a moticn to the effect that Mrs. Fyfe redraft in one
combined recomrnendation -- reconnendations 1 and 2 fron the Leadar of

-
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Opposition and Mr. MNotley, with thedi
by this cntire committee when we new’

roval and endorsement == for revicu
rezt next Monday night.
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MR. NOTLEY: Could I just suggest, Mr. Chairmon, te Mrs. Fyfe that i* would

ake it conewhat easier if -- in ny recomrendation I have 10 yearz; I would
agree to five vears. I think Mr. Clar¥ haz suvuggested we drop tertiary reocads,
so that you have prinary and secondary for five vearz. So it'z hardly

necessary for you to wsrry about trying to track us doun.

MR. CHAIRMAN: I have been making notes of thez major modulating, the major fine
tuning arguaecnts that have bzen brought feorward. Mrs. Fyfe, for yeour
potential benefit, there is the concern for upgrading +that has been expresszed
by nost of the nemberz here today, the concern —-- to usze Mr. Knaal'zs r
paraphrazing Mr. Notley ~- a forward-losking factor which needs to be
incorporated in whatever reference vyou nake to the five-year tern, zand
thirdly, thiz question of funding from capital budget or from the lie
Savings Trust fund. I think thosze are the three major thrusisz of +h
today. If you feel sufficiently armed now to tale these comments arn
obsarvations and put them into a ceoabination reconmendation, the Chalir would
appreciate that.

MRS. FYFE: I'nm sure that if there are any other additions, they can be added
to at the next dezbate.

MR. CHAIRMAN: I wonder if I could have that in my Legislature building office.
Mrs. Fyfe, by, say, noon next Monday. Uould that bhe all right?

M2S. FYFE: Ho problen.
MR. CHAIRMAN: Vexry good.
MR. R. CLARK: The Chair hopes there'll be no further debate, then.

MR. CHAIRMAN: Indeed.

It's entirely poszible we won't be able to conplete our discussion of
trancpeortation recommendation number 3 from Mr. Notley, if for no cther
reason than that I need to leave in 15 to 20 minutez, at the lates:. But
perhaps it would be uzeful at least to begin discussion. PMr. Notlew, inasnuch
as it's your recommendation, would you care to spesk to it?

MR. HOTLEY: Mr. Chairman, recemnmendation nunber 3 was essentially just a
redraft of the recommendation precsented laszt year. You'll note that the
Provincial Treasurer, in his response, indicated that zubnission had been made
to the Hall connission report for a northern rail auwthority. With great
respect to the Provincial Treasurer, think that was a somewhat inadequate
response to the intent of the recenmmendation lazt year. The recomnandation
was to undertake a full-zcale study of the cost benefits -= there'd be
interprovincial implications, because wes're dealing with other railroads,
particularly the ECR -- and the feasibility of adding rail links. Tt
arcas -- Fox Creck to Valleyview, Spirit River to Dawscn Creek, Fairv
Ryecroft, llanning to Fort St. John -- b«sically would allow fuller vitilizatien
of the ARR., the railroad to resources, as well asz the BCR. I think it's

fairly ziraightfeorward., These are rcconnend:tions that surfaced during the

5
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study of the Hall commiszion in the northweste area of Alberta. If
connittee nemberz have any questions, I'd be glad to anzwer then.

MR. SINDLINGER: Could you pleasze give us an indication of the length of these
railroads, the products that would be carried cn them, and the volunes of
thoze productz?

MR. HOTLEY: Some of those questions I can't ansuwer, Mr. Sindlingex, but I'll
give you —-- Fox Creek to Vallevview iz approwinately 50 nilez, Spirit River to
Dawzon Creek approxinmately 60 miles, Fairview t» Rycrofi approxinately 30
niles, and Manning to Fort St. John, via the pzesent rail network would b=
approxinately another 120 miles. It uwoculd be zcasuhat longer if one went
directly fron Manning to Fort S5t. John. The goods carried range all the way
from the grain produced in the Peace River country, to sulfur, uwoad products
-- basically the goods preoduced in the northwssztern section of the province.
ir. Sindlinger, I can't answsr the question of volunme; I will certainly try to
obtain infornation, if you wish, but it woculd be information via the present
netucrk, which would be NAR through Edronton and a smaller amount down through
the ARR to ths CH nain line. The cost benefits we wanted exaninad really
dealt with two options. One would be a fullsr uze of the ARR, which is
presently ouwnad by the province in an operating arrangement with CH. The
other would be to look at linkz with the BCR in Dritish Columbia. The idza of
the full-zcals study would bs to allow the governmernt really to evaluate the
optionz. People in that area feel quite ztrongly about it. To give you an
exanple, were we able to use the BCR from the little zhipping point called
Hin2s Creek, it would be 497 niles zhorter one uay to Prince Rupert than the
pres=nt HAR system. So there'z a very substantial saving in niles. You're
looking at almozt 1,000 miles turnabout time, and with the problens we have in
getting enough cars and the efficient hauling of grain, ii's the kind of
thing, in my judgnent, that at leazst nexrits study.

MR. KNAAX: Mr. Notley, agsuming thz cozt benefit analysis shous the benefits
exceeding the costs, is it intended that this railway become part of the
Alberta Recources Railway, or is it the intention that these =tretches be
cwned by scnecne else?

o

they could be part of the resourcez railuay, cince we wlready cun that; it's
even concelveable we could do that through the NAR, which is ouned by CP znd
CN, although one has to keepm in mind that the HAR iz not likely to be over
enthusiastic about any of these proposals, because it is much better for the;r
systen to bring everything down through Edmonton than to route things out the
other way. If the cost benefits were denoncirated, Mr. Knaak, I would foresze
that the secend step would be how to z2t up the str Pt ure, whethsr we do that
with another authority or uze the ARR. I would certainly not have any
difficulty recommending roadbed construction. Mr. Peacock I think made that
point quite effectively in 1973 to the western economic conference, con bshalf
£ the Alberta government, that we should lo a

MR. HOTLEY: There are recally several cptions at this stage. One would be that

ok at the questicn of roadbed

constructien. So whether we did that cn a leass back arrangenent wiih the NaR
or through the AR -- certainly, if vou're just going to extend the road fron
Fairview to Rycreft, it might be verxry well to do it through the ARR. becauss
3
a

that would b2 a major =step to uze the ARR az f
concezxrned.

© as northern grain is
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MR. KNAAK: A supplementary. Would you envisaze the conztruction of theze
links even if, in ztrictly economic termz, the benefit to coszt ratio is not
one? In other words, if it would recquire a subzidy of zons zort to censtruct
it, and if so, what porticn of the Heritage Savings Trust Fund do you see the
subzidy being paid fron.

MR. HOTLEY: Mr. Knaak, I really don't want to get into that, nor should we,
because one of the things we decided as a comnittee very clearly last vear was
that we wanted a cost benefit study, so that ws would be in a position to make
that judgment. MNow az to whether I would want to see us investing in rail
links that would cost us more than the benefits: no, I woulda't, but I think
the first step iz to look at the cozt benefits. The interprovincial
inplications rxelate to the question of the Crow rates. As vou know, the Crow
rates are now subject to zome dizcuszion -- I won't get into that argunent.
But the interprovincial implications are sirmply this: at the present time,
Crow rates do not apply on the BCR.

"R. R. CLARX: Did you say Crouw ratez are subject to Dr. Horner?

MR. KNAAK:® One more supplenentary to the Chairman. Iz this conmnittee bound by
stare decisis on the deciszions of past commnittees?

MR. CHAIRMAN: I regret my grade 11 Latin doezn't help me out much there.
MR. KNAAK: Do decisions ¢of former committees bind this comnittee?
¥7. CHAIRMAN: I don't believe so.

MR. MUSGREAVE: You should bear in nind that sorme of us ars menbers of the
former committee, and vou wouldn't want to mule renarks too caustic cor we
night get nad at you.

MR. PAHL: Mr. Notley, two of these links are directly into B.C., tying into
the BCR. My understanding of the eccnonics of that rail -- links extending I
thinks its fron Fort Nelson through Fort S$t. John to the south. It's just in
horrendeous shape in terms of cozt benefit. The thing that concerns ne about
the direct linking up and elinminating alnost 500 miles of rail line is that we
are increasing the temptation, not zo much to ship jebs down the pipeline, but
down the rail line. Intuitively I would say, ba2cause we are removing the
opportunity fer products to flow to regional centres in Alberta, where we can
benefit by a divercification strategy. So on those two peints, I uvould have
some secvere rezervations about the cost benefit, which I agree is the first
step. But I'd introduce the caveat that says if we're developing a provincial
strength, we're nct going te develop it by zhooting stuff across the border
to, I suppoce, inprove the econonics of their line., but remove any cpportunity
to upgrade agricultural products, which I think iz an important provincial
diverzification strategy.

“2. NOTLEY: I wonder if I could respond briefly. Mr. Pahl, first of all, I
agree with you on the line from Fort Helscn to Fort St. John. It's an
unecononic line. A5 a matter of fact, the B. C. governrent has suggested
they'd like to abanden the line and the people in Fort Nelzeon haue nade it
clear they don't wich it abandonad. I've contacted BCR people cn th2 link
between Dawson Creek or Fort St. John and Princs George, where it nzets the

[ R4 B4
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main lin=, and they'v

2 ed ne that the thing iz at leazt feasible enough
that we zhould be lcoX

ha cozt bhenefitz of it.

|2

erhapz a little rore inporiant: would wa ke zhipping
I would say to you, no, I don't think ve will. The
corcllary of the rail line is that if you can re a55 to the ccean
by 400 to 500 niles, you're naking it nuch easier to get yo
world nmarkets, not just the raw naterials, but the grains we g t
or the ninerals or the forest products, but alzo the processed agricul
connodities as well. So from the viewpoint of the econony of e

don't think there would really be any zerious azgument that it would s
agricultural processzing; 1f anything, I suspect it nicht inprove the p
for certain types of agricultural processing. Again, that's part of £
reason for a full study. I don't think it would be responzible for me to cone

i
The cecond quezticon iz p
jobs deown the rail line?

[ORAS

here and say to the conmittee, you knouw., bescause of 4, y, and z, let's start

building tomorrow. I don't think we want to get into that kind of situation.
But in terms of an important region in both B. C. and Aloe:;a. a region that

tendz to think very much sz one region, this iz the zort of thing I think has
at least to be examined.

MR. PAHL: Mr. Chairman, to Mr. Hotley then, I vould say that the full scale
study of the cozt benefits would mean to me secondary and tertiary benefits
within the region, not restricted to the rail line. I think vyou can sort of
skew things very badly if vou look only at one

side.

MR. Hotley: Okay.

R. SINDLINGER: I would like to make sone comments just for the initerest of
the committee. It seens to me the construction cost for a rail line is now in
evxcess of $1 nmillion a mile. Just adding up your nileage here, it looks like
you're talking about $300 million for construc*ion cf theze rail links. It's
very difficult to keep control of railway consiruction costs. The Alberta
Pesources Railuway was first estinmated to cost something lzss than $10 nillion
-- the single digit nillions. Eventually it ended up cos g something like
$110 nmillion. I think there i1z still some question of the benefit that
railway is providing for Alberta. Another thing that co to ny mind when I
lock at the mileages you have —= tha 50, 60, 3%, 120 niles -- those are well
within the range of economic advantage that trucks have over railroads. For
small distances of that naturse, trucks can operate less expensively than
railways can. As a natter of fact, the trucks have advantages cover railways
from distances up to 200 or 300 nmiles.

Quver the last vear, in pursuit of ny normal enmploynent activiti
sulfur from Alberta to Vancouver, a distance of 700 niles, froa point
connected by regular rail service to Vancouver, yet by using truc +
on the trucks was leower than wvhat the railways had to charge. I think cone
thing you night be considering here rather than juzt saving railuay appears to
be the answer to develepnment, perhaps trucks are ancothexr alternative. There
was a point Iin our history at the turn of the centurzy when it seened apparent
that the solution to eceoneomic developnent was the conztruction o
People uent about constructing railway

Yo -
N

rn

railuays.

5 all cver the countryside. Even
nunicipalitiss got into the act by financing short link railreads. As a
result of all that, we now have the Canadian Naticnal Railuay, which 13 really
a consolidation of wll those small railways that didn't prove to be
econonically feasible in the lang tern. Where this seems teo have sone
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apparent benefit on the zurface, I would quection the long teram benefit in
terms of itz efficiency relative to trucks and otherxr nodes of tranzport.

M. CHAIRMAN: PMr. Hotley, did you wich to rezp- . d to Mr. Sindlingexr's
introducticon of the truck alternative?

MR. ROTLEY: Let me just sugcest that that iz one of the things the cost
benefit ctudy would bhe reviewing. Let me also say, Mr. Sindlinger, that you
added up the total of all theze projectz. All or none of them micht prove
feasible, so that we're not rneceszsarily looking at the total amount, by any
neans. On the other hand, when you look at trucks, we have to keep in nind
that there are public costs for trucks too, very substantial highuayz
evpenditures. ULhen I have the superxintendsnt of highwawvws for the Peace River
country telling ne he could spend $300 nillion to $400 nmillion in a =zirgle
vear on Pecace River roads, I think that hasz to be put into perspective as
well. Trucks have advantages; there's no question. How long that will renain
the case, with rising ecnexrgy prices, is hard to zay. But again I think it
would be wrong for the conmnittee to got into its cwn cost benefit arnalysis at
this ztage. If the proposal were to build the rail lines, I would zay, for

heaven'z sakes throw it cut. The proposal iz for the study.

MR. R. CLARK: I just want to ask Mr. Hotley one question. Ilhat poriion, if
any, of these waz a portion of the presentaticn the Alberta governrent nade 1o
the Hall commizzion?

IMR. HOTLEY: Alnmost all of these are part of the Alberta reconmendation. The
Alberta government nade a reconmendation for & northern rail autns:ity. and in
the procesz favorably reacted to eaczh of these links. The Hall connise
looked at some of them, and, for exza=mple, supported the Manning to Fort
John proposal, but not the Fairvieu to Rycroft, which would nean that we’d be
linXing up with the BCR, not the ARR. Each of the links identified ihers are
contained in the Alberta subnission to the Hall comnission.

MR. KHAAX: Mr. Chairman, I wanted to azk Mr. Sindlinger a clarificaticn; navbe
he knows the answer. In your point about the conpetitivenszs of trucks, werxe
vou including the cozt of the road? And if not the cost of the road., wvare yeu
including the upgrading required of the road to faczilitate the large trucks,
when comparing it to the railway in termz of the cost per nile, or is that
just the strict tariff now charged? The next questien i3 -~ while you think
about that one -- when we consider these recommendations, 1is it immadiataly

obviouz that the benefit/cost would b2 less than cone?

MR. SIKCDLINGER: In rezponse to your question, the comparison I nade, for
sulphur, for example, was just the tariff of the railuay as opposed to thas
tariff of the trucking ouvtfit. But the trucking cutfit tariff was in addition
to terminal costz on both ends that weren't found in the railway taziff. That
is to =ay, the railway tariff was at this level; I could take the truck
and add terminal tariffz on hoth ends of it, and would still be at a ¢
than the railway tariff. And there are many zituations where you're g-
find zornething like that. That was for culphur.

Your zceecond quacstion was . . . I've forgotten. UWhat was your second
quezition?
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MR. XHAAK: I think you've answered the zecond guezstion alrzady. That wx
whether your comparicon included the upgrading of the ro=nd required to
facilitate the larxrge truckz. The third: iz it inmediately obvicuz that the
benefit/cost would be zo that . . . Iz it werih while doing 1%, in your
judgrent, or is it so obviecus that it vouldn't ke close?

. SIKDLINGER: Again I would zay a rule of thumb is that 500,000 tons annual
lurme iz a feazible volunes to work uviith fer a railrecad. That'z the lower
nit. That's why I asked PMr. Hotley uhat volua would go cver these lines.

:¥e;
£ you get four linez, you're talking about 2 milli tonz. Two million tonz
f vhat?

MR. CHAIRMAN: As I nentioned earlier today., I have a preszing need to catch

jepny

this 2:30 airbus, and I have sone comnittee work +to do before I leave the

building. I know several others have a =zimilar problen. Is the connittee
ready for the question, or woculd you prefer to adjourn debate?

MR. APPLEBY: Mr. Chairman, I have a couple of coaments. I really wculd lilke
to get hold of a map and take a look at it. I quess 1 should have done this
olv

before, but I haven't, to zee vhat thiz actually in
it.

vez. I'd pref=r we held
HON. MEMBERS: Agreed.

MR. CHAIRMAN: Adjourn debate?

HON. MEMBERS: Agre=d.

MR. CHAIRMAN: We'll adjourn debate on this and pick it up, along with theze

othexr natters, at 7 o'clock next Mondav eveninz, probably in the Chanbsr., I

have vet to confirnm that, but my prelininary indication is that we will have
the Chanber. Thanks very nuch.

The meeting adjourned at 1745 p.m.
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