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About the Canadian Taxpayers Federation

The Canadian Taxpayers Federation (CTF) is a federally incorporated, non-profit, non-partisan,
education and advocacy organization. The CTF was founded in Saskatchewan in 1990 when the
Association of Saskatchewan Taxpayers and the Resolution One Association of Alberta joined
forces to create a national taxpayers organization. In twelve years it has grown to become a
organization with over 60,000 supporters nation-wide.

The CTF’s three-fold mission statement is:

1. To act as a watchdog on government spending and to inform taxpayers of governments’
impact on their economic well-being;

2. To promote responsible fiscal and democratic reforms, and to advocate the common
interest of taxpayers; and

3. To mobilize taxpayers to exercise their democratic responsibilities.

The CTF maintains a federal office in Ottawa and offices in the five provincial capitals of British
Columbia, Alberta, Saskatchewan, Manitoba and Ontario. In addition, the CTF has a Centre for
Aboriginal Policy Change dedicated to monitor, research and provide alternatives to current
aboriginal policy and court decisions. Provincial offices and the Centre conduct research and
advocacy activities specific to their provinces or issues in addition to acting as regional organizers
of Canada-wide initiatives.

CTF offices field hundreds of media interviews each month, hold press conferences and issue
regular news releases, commentaries and publications to advocate the common interest of
taxpayers. The CTF's official publication, 7he Taxpayer magazine, is published six times a year.
CTF offices also send out weekly Let’s Talk Taxes commentaries to more than 800 media outlets
and personalities nationally.

CTF representatives speak at functions, make presentations to government, meet with politicians,
and organize petition drives, events and campaigns to mobilize citizens to effect public policy
change.

All CTF staff and board directors are prohibited from holding a membership in any political party.
The CTF is independent of any institutional affiliations. Contributions are not tax deductible.

The Manitoba office of the Canadian Taxpayers Federation is located in Winnipeg at:

212-428 Portage Avenue
Winnipeg, MB R3C OE2

Tel: 204.982.2150

Fax:  204.982.2154

E-mail: abatra@shawbiz.ca
Website: www.taxpayer.com

Copyright © 2003 by the Canadian Taxpayers Federation
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PartI. Recommendations

Income Tax Relief:

Eliminate bracket creep and fully index tax brackets and credits to inflation.
Set 2003 individual income tax rates that surpass those in Saskatchewan.
The first rate should fall from 10.9% to 10%, the middle rate should fall from
15.4% to 12.5% and the top rate should fall from 17.4% to 14.5%.

Set the 2003 basic personal exemption and spousal deduction to at least
Saskatchewan's level of $8,000.

Do not introduce any new tax credits to Manitoba's income tax system.

Spending:

Freeze departmental spending. Increases required in priority areas such as
health care spending should be funded by a redirection of existing budget
envelopes.

Phase out business subsidy programs and cut departmental funding by an
equal amount.

The province should not raid the reserves of publicly owned utilities to meet
spending costs and balanced budgets.

Introduce competition, privatization and alternative service delivery to
government departments and agencies.
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Property Taxes:

Continue to phase out the provincial education support levy.
Eliminate or phase school division taxes that are levied on farmland.

Conduct a comprehensive review of the school tax system to explore
alternative education funding mechanisms.

Do not grant municipalities new taxing powers such as a hotel tax, a gas tax
levy, a sales tax or an income tax.

Balanced Budget:

The 2003/2004 Budget should balance expenditures to ensure that if in the
future federal transfers are reduced and interest rates rise, the province is
still in the position to balance the budget

Do not introduce amendments that would in any way weaken or water down
the impact and intent of the Taxpayer Protection Act.

The Government of Manitoba immediately adopt the Summary Budget
process as outlined by the Auditor General.

The Government of Manitoba immediately adopt the Summary Budget
process as outlined by the Auditor General.
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Part II. Principles of Taxation

The tax system should be simple. The accountability of government is
enhanced when citizens are able to understand their tax system. Complexity
is an adversary of accountability.

The tax system should be flatter. Flat is important because simplicity is
enhanced with one rate of taxation. As long as the province retains a Basic
Personal Exemption (BPE), and preferably a generous one, the tax system will
still be progressive, but without the disincentive to wealth creation that
currently exists within Canada because of high marginal tax rates that
discourage risk-taking, saving, and investment.

The purpose of the tax system should be to calculate and collect taxes in the
fairest, most efficient way possible for the operations of government.

The tax system should not be used as an instrument of social policy,
designed as a means to political or ideological ends. Taxes are a vehicle for
raising revenues. Social policy issues should be addressed through
government programs and services, not through the tax system.

The tax system should enhance Manitoba's competitive standing with other
provinces and states south of the border.

The tax system should not favour one economic group over another. It
should provide a level playing field.

The tax system should generate revenues necessary to cover the cost of
essential government programs and services.

The tax system should not discourage the incentive to work, save or invest.

The tax system should promote economic prosperity for all Manitobans.
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7. Raiding the Crowns

Last year the province took $288 million out of Manitoba Hydro's reserves to help
balance the books. Then in November of 2002, Manitoba Hydro increased its
Primary Gas rate from 17.95 cents per cubic metre to 18.76 cents per cubic
metre, a 2.1% increase or $25 annually for a typical residential customer. The
$288 million taken earlier in the year should have gone to offset any increases
that ratepayers would have had to incur.

Recommendation 5:
The province should not raid the reserves of publicly owned utilities to meet
spending costs and balance budgets.

8. Balanced Budget

Manitoba's balanced budget laws are regarded as model legislation for the
country. It has successfully lead to balanced budgets for six years. There should
be no compromising this legislation for any reason at all.

With that in mind, even though the General Purpose Debt has been reduced, the
province’s overall debt burden has increased. Debt servicing costs have also
dropped but this is mostly due to lower interest rates. Furthermore, federal
transfers have also increased in each year since 1999. It is, therefore, imperative
to strike a balance between expenditures with revenues to ensure that if in the
future federal transfers are reduced and interest rates rise, the province is still in
the position to balance the budget.

Recommendation 6:

The 2003/2004 Budget should balance expenditures with revenues to ensure
that if in the future federal transfers are reduced and interest rates rise, the
province is still in the position to balance the budget.

Recommendation 7:
The Province should not introduce amendments that would in any way weaken
the impact and intent of the Taxpayer protection Act.
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Part IV. Government Spending Restraint

In each of the past three budgets, provincial spending has increased by a total of
7%, in 2002 alone spending swelled by $176 million. Because of the province’s
fiscal challenges- continual dependence on federal transfers, a $14.6 billion net
direct and guaranteed debt and high tax burden — a freeze on departmental
spending should be implemented. Any increased spending required in priority
areas such as health care can be funded by a redirection of existing budget
envelopes.

The size of government should be reviewed to ensure that spending does not
continue to grow unchecked and compromise any future tax relief or debt
repayment.

Recommendation 8:
Freeze departmental spending. Increased spending required in priority areas
such as health care can be funded by a redirection of existing budget envelopes.

1. Business Subsidies

The CTF membership has long supported the elimination of business grants,
loans and other special concessions to individual businesses in order to pave the
way for greater tax relief and debt repayment.

Business subsides create a distorted playing field where the government is
selecting winners and losers. Recent decisions for additional funding to the True
North Centre proves the point that business practices should be left to
Manitoba’s business community, not the government.

Recommendation 9:
The provincial government should phase out business subsidy programs and cut
departmental funding by an equal amount.

2. Health Care

Once again the most significant spending increase is in healthcare. It is still
consuming 38 cents on every tax dollar and with the release of the Romanow
report, that number could change dramatically over a short period of time - by
2005/2006, Mr. Romanow's suggestions will cost (nationally) an extra $6.5 billion
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annually. If the current rate of spending is maintained, health care in Manitoba
will consume 50 percent of provincial expenditures by 2014, and 75 percent of
expenditures by 2034 according to a study from the Canadian Taxpayers

Federation.

The report, The Patient, the Condition, the Treatment: A CTF Research and

Position Paper on Health Carée” forecasts the target dates based on an average of

the last three years of increases in health care spending in each province.

% of budget|% on health| (Forecast) | (Forecast) |(Forecast)
Province on health Rank 50 % of 75 % of | 100 % of
spending | spending | spending |
Alberta 29.06% 10 2012 2020 2025
B.C. 39.93% 2 2007 2016 2022
Manitoba 38.30% 3 2014 2034 2047
INfld 41.70% 1 2007 2020 2030
New . 35.73% 5 2022 2046 2063
Brunswick
Nova Scotia 34.76% 8 2197 2415 2569
Ontario 37.44% 4 2030 2071 2099
P.E.I 35.50% 6 2025 2052 2072
Quebec 32.34% 9 2038 2072 2097
Saskatchewan 35.02% 7 2019 2038 2052

3. Education and Property Taxes

The small reductions that the province has made in the past budgets to ease the
property tax burden is certainly laudable, but discrepancies still exist from one
RM to another regarding the portion of school taxes generated from farmland
and the impact of school taxes on individual farmers.

The same can be said for property taxpayers at large. Previously announced
property tax credits ease the burden slightly but still leaves Manitoba with some
of the highest property taxes in Canada. The other draw back to the property
tax credit is that it insolates municipalities and school boards from the obligation
to control spending.

CTF members surveyed indicated that educational standards would improve by
reforming the funding formula.

? The Patient, the Condition, the Treatment: A CTF Research and Position Paper on Health Care,
http://www.taxpayer.com/studies/federal/CTFHealthReport.pdf
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2002/03 CTF Supporter Survey Question 5:

Would the Manitoba school system benefit from higher educational standards if
school tax funding were replaced by provincial funding from other revenue
sources, such as income tax and/or sales tax?

Comparison
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Recommendation 10:
The provincial government should continue to phase out the provincial education
support levy.

Recommendation 11:
The provincial government should also eliminate or phase out the school division
taxes levied on farmland.

Recommendation 12:
The province should conduct a comprehensive review of the school tax system to
explore alternative education funding mechanisms.

Recommendation 13:
The Province should not grant municipalities new taxing powers such as a hotel
tax, a gas tax levy, a sales tax or an income tax.
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4. Targeted Savings

The following budgetary items were targeted by CTF supporters for possible
budget savings: cultural and arts grants, business subsidies and sports grants.

2002/03 CTF Supporter Survey Question 6:

Please identify the top three areas where the provincial government should
reduce spending.

Comparison
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5. Privatization

The age of government ownership and control of the economy has come to an
end almost everywhere in North America, except Manitoba. Potential crown
privatizations, namely the Manitoba Liquor Control Commission, provincial resorts
at Hecla Island and Falcon Lake, and Manitoba Public Insurance Corporation,
would generate revenues that could be applied toward debt relief. This would
ease the province's burden of debt servicing costs.

Most of the services provided by the crowns could easily be delivered by a
competitive private sector. The private sector would be equally capable of
running tourist resorts, selling liquor and auto insurance as they do for any other

industry where competition prevails.

Recommendation 14:
Introduce competition, privatization and alternative service delivery to

government departments and agencies.
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2002/03 CTF Supporter Survey Question 7:

Which of these crown corporations, agencies, etc., if any, do you feel should be
privatized?

Comparison

M2002-2003
[02001-2002

Percent Response
'
o
o~

10%9%,

| W

Manitoba Hecla Manitoba Public ~ Manitoba Manitoba None of the  Undecided/No
Liquor Control  Island/Falcon Insurance Lotteries Hydro-Electric Above Answer
Commission Lake Golf Corporation
Courses

6. Generally Accepted Accounting Principles

At the beginning of 2003, Manitoba’s Auditor General called on the provincial
government to use normal accounting rules when communicating the province’s
finances with citizens. Mr. Singleton stated that “as long as the government
continues to focus on a budget prepared on a basis different than most other
governments in Canada, the Legislature and the citizens of Manitoba will be
hindered in their ability to hold the government of the day accountable for its
management of public monies.”

This is an important issue that must be adopted immediately. Recommendations
to the province to implement the Summary Budget as the primary budget for
Manitoba will put us in line with many other governments across Canada. The
Summary Budget would assist the Legislature and the public understand what
the government’s financial plans are for publicly funded crowns, for example.

Recommendation 15:
The Government of Manitoba immediately adopt the Summary Budget process as
outlined by the Auditor General.
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