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● (1000)

[English]
The Chair (Mr. Peter Fonseca (Mississauga East—

Cooksville, Lib.)): I call this meeting to order. Welcome to meeting
number 51 of the House of Commons Standing Committee on Fi‐
nance.

Pursuant to the order of reference of May 10, 2022, the commit‐
tee is meeting on Bill C-19, an act to implement certain provisions
of the budget tabled in Parliament on April 7, 2022 and other mea‐
sures.

Today's meeting is taking place in a hybrid format, pursuant to
the House order of November 25, 2021. Members are attending in
person in the room and remotely using the Zoom application. Per
the directive of the Board of Internal Economy on March 10, 2022,
all those attending the meeting in person must wear a mask, except
for members who are at their place during proceedings.

I'd like to make a few comments for the benefit of the witnesses
and members.

Please wait until I recognize you by name before speaking. For
those participating by video conference, click on the microphone
icon to activate your mike. Please mute yourself when you are not
speaking.

There is interpretation for those on Zoom. You have the choice,
at the bottom of your screen, of floor, English or French audio.
Those in the room can use the earpiece and select the desired chan‐
nel.

I'll remind you that all comments should be addressed through
the chair. For members in the room, if you wish to speak, please
raise your hand. For members on Zoom, please use the “raise hand”
function. The clerk and I will manage the speaking order as best we
can. We appreciate your patience and understanding in this regard. I
request that members and witnesses mutually treat each other with
respect and decorum.

I would now like to welcome today's witnesses.

For our first panel, from 10:00 a.m. to 12:00 p.m., as an individu‐
al, we have Vass Bednar, executive director, Master of Public Poli‐
cy in Digital Society program, McMaster University. I believe Ms.
Bednar will be with us only until 11:40 a.m. this morning.

From the Canadian Dental Association, we have Lynn Tomkins,
president, and Aaron Burry, acting chief executive officer. From the
Canadian Manufacturers and Exporters, we have Matt Poirier, di‐

rector of trade policy. From the National Marine Manufacturers As‐
sociation Canada, we have Sara Anghel, who is the president.

From the Philanthropic Foundations Canada, we have Jean-Marc
Mangin, president and chief executive officer; and from Les pro‐
ducteurs de cidre du Québec, we have Marc-Antoine Lasnier, presi‐
dent, and Catherine St-Georges, director general.

Our other witness is from Wine Growers Canada. We have Dan
Paszkowski, president and chief executive officer. Mr. Paszkowski
is in the room, members.

We'll now begin with Ms. Bednar, with her opening remarks for
up to five minutes.

Ms. Vass Bednar (Executive Director, Master of Public Policy
in Digital Society Program, McMaster University, As an Indi‐
vidual): Good morning. Thank you to the chair and to this commit‐
tee for the opportunity to appear.

We haven't quite met before. You've heard that my name is Vass
Bednar and that I am the executive director of McMaster Universi‐
ty's MPP in digital society program, where I am also an adjunct
professor of political science. I actively participate in Canada's pol‐
icy ecosystem as an Action Canada fellow, a Public Policy Forum
fellow and a senior fellow at the Centre for International Gover‐
nance Innovation, known as CIGI.

In addition to my leadership role at McMaster, I'm one of the
country's most vocal advocates for competition modernization. I
have engaged Canadians on the merits and need for competition re‐
form in modest but meaningful ways through opinion editorials in
The Globe and Mail, the National Post, collaborative research pub‐
lished by McGill University and commissioned by ISED, various
podcast inerviews and my newsletter, which has a funny name,
“Regs to Riches”.

Due to that general focus on competition in Canada and my own
intellectual anchoring in digital policy issues, I am going to focus
my brief remarks on the amendments that pertain to the Competi‐
tion Act.

As you know, that act was last updated modestly after the “Com‐
pete to Win” report that was initiated in 2008, and 2008 is the same
year that Apple's App Store launched. It's when Uber and Airbnb
were founded, and later Slack, Venmo, and so many more. In many
ways, that year is a hinge of sorts for the acceleration of the digital
economy.
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There are plenty of good reasons to support competition modern‐
ization beyond the passage of time. As an Ipsos poll from earlier
this year highlighted, “Most Canadians say we need more competi‐
tion as it's too easy for big business to take advantage of con‐
sumers”. It's 88%.

As noted in President Biden's historic executive order on compe‐
tition from last spring, economists find that as competition declines,
productivity growth slows, business investment and innovation de‐
cline, and income, wealth and racial inequality widen.

Competition is a key catalyst of productivity. It attracts invest‐
ment, stimulates the creation of high-skilled jobs, and fuels exports
of Canadian products, services and ideas.

I recently appeared before your colleagues at INDU to discuss
these proposed changes to the Competition Act in greater detail.
During that meeting, I expressed support for the amendments be‐
cause they clearly serve the public interest at a time when Canadi‐
ans are under intense economic pressure. They will improve the en‐
forcement of the current act. They were clearly foreshadowed in a
February press release from the minister. They are aligned with
analysis from the Competition Bureau, and they've been discussed
at length in the public domain.

I also acknowledge that, while the Budget Implementation Act is
an imperfect democratic tool, policy windows of opportunity are
scarce and must be seized.

Another reason for my general support is that these proposed
amendments start to bring Canada in line with best practices in peer
jurisdictions. It also sends a good signal that we are moving, how‐
ever slowly, in the right direction, especially on making references
to artifacts of the digital economy. I want to be clear here. In gener‐
al, we're playing catch-up in Canada except on wage-fixing, where
no one jurisdiction is really ahead or has figured out the optimal
implementation of that policy goal.

Going forward, you should or could strike a panel of Canadian
academics that focuses on competition issues as your digital policy
task force. I would like to encourage this committee to consider the
merits of an all-of-government approach to digital regulation that
can complement competition reform efforts and help us achieve a
truly interoperable policy environment. This is something I've writ‐
ten about.

These changes are a down payment on competition reform in
Canada, modernization that is long overdue. They are not perfect,
but no policy choice is. As I joked on Twitter, where honestly I
spend a lot of my time on the Internet nowadays, we don't write the
law in stone anymore, and that's a good thing. I see no reason to
treat this suite of legislative changes as if it cannot be further re‐
fined and improved as we go forward. In fact, perhaps we can re‐
view the Competition Act every five years, as we do the Bank Act,
to keep it fresh, flexible and responsive.

While I am not entirely sure if this is relevant, I also want to note
that, in last year's federal election, it was the Conservative platform
that spoke most explicitly to competition reform. It acknowledged
that we need to ensure a level playing field for Canadian business‐
es. It promised harsher penalties for executives and companies that
fix prices or abuse their dominant positions. The platform also sup‐

ported workers, noting that mergers that reduce competition and
lead to layoffs and higher prices will be rejected. These were com‐
pelling proposals that I was excited to read.

To conclude, I'd like to thank everyone responsible for drafting
the language that we've read in the budget implementation act and
for supporting these important, initial improvements to the Compe‐
tition Act.

I am looking forward to continuing to engage on these issues and
to further discussion.

Thank you very much.

● (1005)

The Chair: Thank you, Ms. Bednar.

Now we'll hear from the Canadian Dental Association, for five
minutes of remarks, please.

Dr. Lynn Tomkins (President, Canadian Dental Association):
Thank you, Mr. Chair.

[Translation]

Good morning to all the members of the committee.

[English]

I am a dentist here in Toronto, and I am president of the Canadi‐
an Dental Association. My name is Lynn Tomkins. I am joined to‐
day by my colleague, our interim executive director at the Canadian
Dental Association, Dr. Aaron Burry.

I am speaking to you from Toronto on the traditional territory of
the Huron-Wendat, the Haudenosaunee, the Anishinabe, and the
Mississaugas of the Credit First Nation.

I appreciate this opportunity to discuss budget 2022 and its pro‐
posed investment of $5.3 million towards access to dental care. I
would also like to thank Mr. Chambers, Mr. MacDonald and Mr.
Blaikie for meeting with the Canadian Dental Association on this
topic over the past few weeks.

At the Canadian Dental Association, we know that oral health is
an essential component of overall health. We believe that Canadi‐
ans have a right to good oral health. That is why we fully support
efforts by all levels of government to improve Canadians' oral
health and to increase their access to dental care. We applaud this
historic federal financial commitment.
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Poor oral health strains other parts of the health care system,
whether through hospital visits for dental emergencies or managing
the long-term impacts of poor oral health on systemic health, for in‐
stance, cardiovascular disease or diabetes. While Canada compares
favourably to many other countries, too many people still do not re‐
ceive the dental care they need. More than six million Canadians
each year avoid visiting the dentist because of the cost. This is es‐
pecially true for low-income families.

Today I would like to comment briefly on how the federal gov‐
ernment can best ensure this funding will quickly and efficiently
benefit the Canadians who need it most, namely by collaborating
with provinces and territories to stabilize and enhance the existing
provincial and territorial dental programs.

Yes, many of these programs have flaws. Some of them cover
only limited services, and others target only a narrow segment of
the population, for example, only children or only low-income fam‐
ilies. Many reimburse dentists at rates far below the cost of provid‐
ing treatment. However, this only underscores why it is vital for the
federal government to work with its provincial and territorial part‐
ners to stabilize their programs and to use their existing infrastruc‐
ture to deliver enhanced, federally funded coverage. It makes no
sense to construct a new stand-alone federal dental care program on
top of strained provincial foundations.

A one-size-fits-all, Ottawa-knows-best approach has many draw‐
backs. Difficulties in setting up a new federal program could actual‐
ly jeopardize dental care access for millions of Canadians who al‐
ready have some sort of employer-sponsored coverage. Sixty-eight
per cent of Canadian households earn less than the pro‐
posed $90,000 threshold, so we risk defunding or elimination by
the provinces or territories of their existing programs. This would
divert hundreds of millions of public dollars away from dental care
and towards other priorities.

At a time when the federal government has difficulty providing
passports to Canadians—and this is a function we have undertaken
for over a century—it is fair to ask whether it could quickly and
successfully set up a program that directly provides health care to
the general public, an area where it has little relevant expertise. The
spectre of a lengthy federal procurement process and the contract‐
ing out of the delivery of billions of dollars in health care spending
to a private, for-profit insurance company is also unsettling. Pursu‐
ing either of these routes would be a mistake.

Furthermore, there are massive jurisdictional issues at play.
Broad-based health care programs are the exclusive jurisdiction of
the provinces, and efforts by the federal government to sidestep the
premiers could lead to squabbles and court challenges. This would
impede rather than improve access to care for the very Canadians
that such a program would be designed to help.

There have also been questions about whether the federal gov‐
ernment has the constitutional or legislative authority to deliver
such an initiative directly. Premiers such as John Horgan and
François Legault have already called for these funds to be trans‐
ferred to their governments to support provincial delivery of dental
care. Liberal governments in Newfoundland and Labrador and
Yukon, as well as the Progressive Conservatives in P.E.I., have also

recently made huge strides on access to dental care. In this environ‐
ment, the federal government cannot and should not go it alone.

● (1010)

In late March, health minister Jean-Yves Duclos outlined three
principles for intergovernmental collaboration on health care: shar‐
ing responsibility, respecting jurisdiction and focusing on results.
Since then, we have appreciated the hard work done by him, by his
team and by his officials on this file, as well as how much they
have consulted with the CDA and other stakeholders. Dr. Burry and
I had an excellent meeting with him just a few weeks ago. I encour‐
aged the minister to continue this collaborative approach by work‐
ing on this file with provincial and territorial colleagues in the
weeks and months ahead.

Likewise, the day after the budget, CDA was happy to hear both
Prime Minister Trudeau and—

The Chair: Ms. Tomkins, could you start wrapping it up? We're
well over time. Thank you.

● (1015)

Dr. Lynn Tomkins: Yes. I have four sentences left. I should have
talked faster. I apologize to the committee.

Recently, the Prime Minister and the Deputy Prime Minister said
they looked forward to intergovernmental collaboration on dental
care, as had recently taken place with child care.

We have a historic opportunity to make a big difference in the
oral health of millions of Canadians. Let's get this right.

Thank you very much for the opportunity to present today. Dr.
Burry and I will be happy to answer any questions. My apologies
for going over time.

The Chair: It's not a problem; thank you, Ms. Tomkins.

Now we'll hear from Canadian Manufacturers & Exporters.

Mr. Poirier, you have up to five minutes, please.

Mr. Matt Poirier (Director, Trade Policy, Canadian Manufac‐
turers and Exporters): Thank you, Mr. Chair, and good morning,
everyone. It's my pleasure to be here on behalf of Canada's 90,000
manufacturers and exporters and our association's 2,500 direct
members to discuss Bill C-19.

The manufacturing industry is 10% of Canada's GDP, produces
two-thirds of Canada's value-added exports and employs 1.7 mil‐
lion people in high-paying jobs across the country.



4 FINA-51 May 26, 2022

In the lead-up to the budget, CME issued its 2% challenge. That
is, the federal government should attract 2% of OECD manufactur‐
ing investment into Canada, up from our current 1%, by instituting
a national industrial strategy. Doubling that investment to 2%
would revolutionize Canadian manufacturing, create hundreds of
thousands of jobs, and increase our GDP and standard of living.

To get there, we must address our most pressing challenges:
labour shortages, supply chain disruptions and declining investment
and export performance. While there's a sprinkling of help in all
those areas in budget 2022, we believe more must be done to help
Canadian manufacturing grow. I will outline that plan now.

First, on labour shortages, manufacturers big and small are strug‐
gling to fill the 81,000 vacancies across Canada. All this is happen‐
ing even though our sector is one of the highest-paying industries in
the country.

We can tackle this problem in many ways, but the main drive
should be to plug our labour shortages through immigration. Bud‐
get 2022 talked about processing backlogs, but we encourage the
government to dedicate more resources to the problem. We must al‐
so speed up the introduction of a trusted employer stream to the
temporary foreign worker program and reduce the administrative
burden on companies applying to the program. Ultimately, howev‐
er, the temporary foreign worker program is merely a pressure re‐
lease valve. We need to aggressively increase our immigration in‐
take targets to 500,000 per year in the economic stream alone. We
need workers.

Second, on supply chain bottlenecks, according to a CME sur‐
vey, nine out of 10 Canadian manufacturers report encountering
supply chain issues. The added challenge for Canadian manufactur‐
ers is their lower position in the pecking order for critical compo‐
nents. We currently have the situation in Canada whereby a compa‐
ny can have an increase in customer orders and a workforce ready
to go, but nothing to build because it's waiting on parts. The nation‐
al corridors fund to facilitate the movement of goods and other ini‐
tiatives announced in the budget will help, but in addition to long-
term investments and modernizing our trade infrastructure, we must
address the short-term problem by providing temporary financial
assistance to manufacturing companies still feeling supply chain
disruptions.

Lastly, on investment and exports, Canada lags behind other
OECD countries in non-residential business investment, and this is
leading to deterioration in our international competitiveness. On the
net-zero transition, Canada's manufacturing industry has already
started, but smaller companies are falling behind. On trade, while
we enjoy some of the best free market access of any country on
earth, our goods exports are stuck in neutral.

To respond to all of these challenges, the budget announced
some measures that CME has long called for. The Canada growth
fund and tax changes for SMEs are positive, as are the promises to
look into adopting a patent box regime and SR and ED reform. A
tax credit for investments in clean technology and a refundable tax
credit for carbon capture will support manufacturers as they work
to decarbonize their industrial processes.

While these are all positive developments, we worry that the
money allocated to these measures may not be sufficient, so we
urge the government to put up the money necessary to make these
changes have a real impact. We also need to better incorporate
SMEs into the design of these programs so they can qualify for
them and be helped through the process of using them, particularly
on the net-zero transition and growing exports front.

Before I conclude, I want to register our concern with the pro‐
posed luxury tax on planes, boats and autos. I echo all the others
who have spoken out against this tax. We understand the allure of
such policies but they are a siren's song, as they do a lot of damage
to domestic manufacturing. Manufacturers and organized labour are
united in their calls for this tax to go, and we urge the government
to do just that.

In conclusion, while CME is pleased to see many policies we
have long championed included in the budget, this is just the start‐
ing point. We look forward to working with you all to tackle our in‐
dustry's challenges and ensure our economic prosperity for years to
come.

● (1020)

Thank you for inviting me. I look forward to the discussion.

The Chair: Thank you, Mr. Poirier.

We'll hear from Sara Anghel for the National Marine Manufac‐
turers Association Canada.

Ms. Anghel.

Ms. Sara Anghel (President, National Marine Manufacturers
Association Canada): Good morning, Mr. Chair, members of the
committee and ladies and gentlemen.

My name is Sara Anghel and I'm president of the National Ma‐
rine Manufacturers Association Canada. I'm here to express the
recreational boating industry's concerns with the proposed luxury
tax on boats valued above $250,000.

The boating industry has a GDP impact of $5.6 billion. It has $10
billion in revenue and employs more than 75,000 Canadians in the
core of the industry. Our industry has faced many headwinds since
the start of the pandemic. Supply chain disruptions, production de‐
lays and inflation have affected our members. Tourism and recre‐
ational businesses were closed for months due to the pandemic re‐
strictions and border closures. On top of that, we are now facing an
impending luxury tax on boats.
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Our industry understands the government's need to raise revenue
in the wake of the pandemic. The luxury tax is not the way to
achieve this. The history of luxury taxes shows that consumers will
simply choose to take their discretionary spending elsewhere. That
is what dealers and manufacturers are hearing from customers. The
result will inevitably be a dip in revenue and hundreds or even
thousands of job losses across the country.

According to an economic impact study by economist Dr. Jack
Mintz in partnership with Ernst & Young, the proposed tax would
result in a minimum $90-million decrease in revenues for boat deal‐
ers and potential job losses of at least 900 full-time equivalent em‐
ployees. In short, the tax will hurt the very middle-class families
the government is trying to help.

The problem with this kind of tax is that it can easily be avoided
by consumers either buying other goods or purchasing and keeping
their boats abroad, in Florida or Seattle, for example. They may
bring a boat into Vancouver for the day, but keep it stateside.

The expected drop in sales will significantly impact the bottom
line of many manufacturers and dealers, which will then be forced
to scale back their operations and staffing levels. While we saw a
boom in boat sales during the pandemic, the supply chain disrup‐
tion has been very difficult for our industry. In fact, dealers are ex‐
pecting a significant drop in sales due to material shortages. On‐
tario dealer Crate's Lake Country Boats in Orillia expects a drop of
70% in sales by the end of 2022. That doesn't account for what will
happen once the luxury tax is in place.

The tax also threatens the survival of Canada's domestic boat
manufacturing base, which has already been hollowed out by years
of competition from low-cost jurisdictions and offshoring for many.
For some yacht builders, such as Neptunus Yachts in St. Catharines,
Canadian sales have been the foundation of their business for 30
years. Neptunus Yachts expects to see these Canadian sales drop to
virtually zero.

We can also expect a ripple effect of job losses at marinas and
service shops. Fewer new boats sold means less work for the mari‐
na service industry, much of which is concentrated in rural and
coastal communities.

In the early 1990s, the U.S. introduced a similar tax on boats that
devastated the industry. It was eventually repealed following the
loss of thousands of jobs and a net revenue loss for the government.
New Zealand, Italy, Norway, Turkey and Spain have also previous‐
ly introduced a luxury tax on boats. In each of these cases, the tax
was ultimately repealed due to the net negative economic effects.
There is no reason to think the same will not happen here in
Canada.

We are also troubled by the singling out of recreational boats and
not other recreational products. Boating is a cherished pastime for
millions of middle-class Canadian families. In this unaffordable
recreational property market, many families choose to purchase a
boat valued above $250,000 as their cottage.

At a time when governments are trying to attract investment and
rebuild our economy, a tax that guts homegrown manufacturing and
retail businesses makes no sense. Instead of supporting our industry

as a vital part of Canada’s recovery, this tax is picking winners and
losers in outdoor recreation.

The luxury tax also has the potential to damage Canada’s trade
relations. Concerns have been raised by the boating industry in the
United States that this tax directly attacks our Canada-U.S.-Mexico
agreement. Similarly, our trading partnership with the U.K. and the
European Union could be hurt by what many see as an indirect tar‐
iff on boats.

Finally, I saw this morning that the PBO has released a new re‐
port on the tax and projects a $2.9-billion loss in sales and that 75%
of that loss will come from boats. This is what our industry has
been trying to communicate to the government—that this tax will
destroy the industry and cause job losses across the country.

Thank you very much for the time to speak to you today.

● (1025)

The Chair: Thank you, Ms. Anghel.

Now we'll hear from Philanthropic Foundations Canada.

Jean-Marc Mangin, you have up to five minutes, please.

[Translation]

Mr. Jean-Marc Mangin (President and Chief Executive Offi‐
cer, Philanthropic Foundations Canada): Mr. Chair, members of
the committee, thank you very much for this opportunity to discuss
the serious and unintended consequences of Bill C‑19 for the chari‐
table and non-profit sector.

Like many other organizations in the sector, Philanthropic Foun‐
dations Canada, which is the largest national network of private and
public foundations in the country, welcomed the government's bud‐
get announcement that it would adopt the spirit of Bill S‑216, the
purpose of which is to treat organizations that contribute to the
common good on an equitable basis even if they do not have offi‐
cial charitable status.

However, Bill C‑19 does no such thing. In fact, if passed in its
present form, it would undermine the operational environment by
adding more complexity and risk through overly prescriptive statu‐
tory measures. I believe that the government and opposition parties
are fully aware of the problems involved and that there is a com‐
mon willingness to correct these unintended effects.
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[English]

With Imagine Canada, Cooperation Canada and leading charita‐
ble lawyers, we have provided three simple amendments that would
remove the worst of these unintended consequences. These have al‐
ready been submitted to the clerk of this committee. Together, we
continue to offer our co-operation to fix Bill C-19.

Given the vast and complex set of urgent challenges facing our
communities, our collective focus must be to encourage adaptive,
learning-oriented results management, not to impose, in law, seven
narrow and mandatory measures on all forms of partnership.

The former—that is, Bill S-216—offers real accountability to
funders and communities alike who work across a myriad of part‐
nerships. The latter—that is, Bill C-19 in its current form—is a
straitjacket that will hinder social innovation, continue the damag‐
ing colonial practices of de facto direction and control, and ulti‐
mately restrict the flow of charitable dollars to those who need
them the most. Let's focus on outcomes—

[Translation]
Mr. Jean-Denis Garon (Mirabel, BQ): I have a point of order,

Mr. Chair. There has been no interpretation for the past 20 seconds.
I think there's a sound quality problem affecting the interpretation
or cutting it off.

[English]
The Chair: Clerk, there's a point of order on the interpretation.

Can you share with us what's happening?

[Translation]
The Clerk of the Committee (Mr. Alexandre Roger): Yes.

Mr. Mangin, I believe your mike hasn't been selected. On the left
at the bottom of your screen, you'll see the Mute/Unmute button
with an arrow pointing upward. Can you tell me what's selected un‐
der Select a Microphone?

Mr. Jean-Marc Mangin: It's Microphone Array (Realtek Au‐
dio).

The Clerk: If you see no other choices, it appears your headset
isn't detected. Would you please unplug it and then plug it back in
it?

Mr. Jean-Marc Mangin: Yes.
The Clerk: It should reinitialize.

Has a new option appeared under Select a Microphone?
● (1030)

Mr. Jean-Marc Mangin: No.
The Clerk: Then the system isn't recognizing your mike.

[English]

Mr. Chair, there's nothing we can do. This is not a House-recog‐
nized device on his head.

We were told yesterday that he would appear virtually. We didn't
have time to send out a headset.

[Translation]

Mr. Mangin, do you have another headset or another audio sys‐
tem? For instance, do you have any iPhone earpods with you?

Mr. Jean-Marc Mangin: Yes.
The Clerk: I know the iPhone system has previously been useful

in solving this kind of problem. There's an integrated mike on the
earpod wire. If you raise it close to your mouth, it might work and
help the interpreters do their job.

Mr. Jean-Marc Mangin: All right.

Is it working better now?
The Clerk: No, it's the same. The system's picking up your voice

but isn't producing sound quality good enough for the interpreters.

[English]
The Chair: Mr. Mangin, I paused the time. You were about two

and a half minutes into your opening remarks.

What can we do? Is that your new headset?
Mr. Jean-Marc Mangin: That's my other headset. Does this

make any difference?
The Clerk: No. It doesn't make any difference. There is no mi‐

crophone attached to the headset. It's only a headset. We need the
sound to be better, so we need a proper microphone.

The Chair: It may not be possible to have Mr. Mangin, because
of our interpretation services.

The Clerk: Mr. Mangin, do you not have an iPhone device with
earbuds?

Mr. Jean-Marc Mangin: I have. I could try that.
The Chair: As Mr. Mangin is trying that out, members, I would

say that we'll move to our next witness and then bring Mr. Mangin
back if he has everything in order with his device.

Mr. Jean-Marc Mangin: Thank you.
The Chair: We're moving to the Producteurs de cidre du Québec

for up to five minutes, please, for opening remarks.

[Translation]
Mr. Marc-Antoine Lasnier (President, Producteurs de cidre

du Québec): Good morning.

Thank you very much for welcoming us and allowing us to state
our position on Bill C‑19.

My name is Marc-Antoine Lasnier, and I am the president of
Producteurs de cidre du Québec. I'm also the owner of Cidrerie
Milton, which is located in the Eastern Townships.

I am accompanied by Catherine St‑Georges.
Ms. Catherine St-Georges (Director General, Producteurs de

cidre du Québec): Good morning, everyone.

My name is Catherine St‑Georges, and I'm the director general of
the Producteurs de cidre du Québec.
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First, by way of introduction, I would like to introduce our asso‐
ciation. It was founded in 1992 and will celebrate its 30th anniver‐
sary this year. It represents all cider producers in Quebec. We have
81 voluntary members and represent the interests of all cider pro‐
ducers in our efforts to optimize Quebec's cider-producing potential
and secure the industry's future.

I have some interesting numbers for you.

I told you we have 81 voluntary members, but there are 118 per‐
mit holders producing cider in Quebec, 84% of whom also grow
apples in the province.

Cider volumes rose from 3.2 million litres in 2016 to 5.1 million
litres in 2021, a net increase of 60% in 5 years. The cider industry
is thus truly thriving. We calculate that 11% of all apples grown in
Quebec are processed as cider, and that volume is increasing as the
industry grows. The total value of cider sales in Quebec is $51 mil‐
lion.

There are 9,000 jobs in Canada's cider industry as a whole. If
you include all production-related sectors, such as restaurants,
transportation and agritourism, cider production represents tens of
thousands of jobs.

Mr. Marc-Antoine Lasnier: What has caught our attention and
brought us here today is the reinstatement of the excise tax. Here's a
brief history of that tax.

In 2006, 100% Canadian wines were exempted from excise duty.
Ciders fall into the wine class for excise tax purposes. As a result of
a complaint filed by Australia, we lost our case before the WTO
and the excise tax was reinstated in July 2022.

Our industry thus operated without that tax for about 16 years.
Today, many owners don't even know that the tax was previously in
force or that it could be again.

The tax is roughly equal to the current net margins on our prod‐
ucts. From what we've heard, a compensation program is already
being developed. We'd like to bring that program to your attention
because, if it isn't generous enough, we can expect that businesses
will shut down over the next few years. If businesses in our sector
close their doors, that could affect related businesses and sectors,
such as apple production and the tourist and restaurant industries.

We have very few diversification options in our sector. Regula‐
tion is very strict, and we operate on a vertically integrated apple
business model.

I can give you an idea of the potential impact that reinstatement
of the excise tax may have. The tax represents approximate‐
ly $200,000 for my business, Cidrerie Milton. However, my net an‐
nual profit is less than $200,000. So I expect to operate at a loss un‐
less a compensation program is developed.

Our demands are very specific, and Cider Canada has previously
outlined them to the committee. We are making the same demands
here today: that the government increase the budget allocation so
the program can support the entire cider industry, extend the pro‐
gram until 2030, and provide a timeframe for the implementation of
the excise tax so that it coincides with the program's coming into
force and our tax disbursements.

Thank you very much for your attention.

That completes our presentation.

● (1035)

The Chair: Thank you.

[English]

Now we will hear from Wine Growers Canada. Mr. Paszkowski,
I believe, is in the committee room.

Mr. Dan Paszkowski (President and Chief Executive Officer,
Wine Growers Canada): Thank you, Mr. Chair, and thank you to
all members of the committee for the invitation to discuss budget
2022.

Wine Growers Canada represents the national and international
interests of the Canadian grape wine industry, which consists of
over 700 grape wineries and 1,800 independent grape growers pro‐
ducing 75 million litres of grape wine in six provinces. We support
over 37,000 high-paying jobs and contribute more than $9 billion
annually to the national economy. As a result, every dollar spent on
Canadian wine sold in Canada generates over $3.50 in gross do‐
mestic product.

For over 16 years, I've been meeting with parliamentarians and
government officials to talk about the tremendous growth and job
creation opportunities in Canada's wine industry, driven by invest‐
ments in capacity, quality research, innovation and experiential
tourism infrastructure. The major challenge is that wine is subject
to excise duty and other agricultural products are not.

I'm not here today to deliver a positive message. Today, like the
cider industry you just heard from, I'm here to tell you that
Canada's wine industry is at a crossroads.

In addition to the challenges of postpandemic recovery, skyrock‐
eting inflation on the cost of goods, and supply chain disruptions,
the long-standing excise duty exemption that fuelled investment
and industry expansion will be repealed on July 1. As you may
know, 16 years ago, the 2006 budget established the federal excise
duty exemption on 100% Canadian wine to incentivize strategic in‐
vestments to modernize, grow and enhance the quality of wines
produced in this country. As a result, 400 new wineries were con‐
structed, increasing the quality and quantity of Canadian-produced
wines while increasing annual production of 100% Canadian wine
by 45 million litres. This growth helped generate an additional $4.8
billion in annual national economic impact in return for $42 million
in forgone excise revenue—a fantastic return on investment.
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Between 2006 and 2017, the excise exemption on 100% Canadi‐
an wine was not a major concern for import producers as they
watched their sales grow across Canada. However, this all changed
when the 2017 federal budget legislated annual alcohol excise duty
increases indexed to the consumer price index. Legislated inflation
indexation, better known as the excise escalator, raised the ire of
major wine-producing nations around the world, prompted a WTO
challenge from Australia and led to the pending repeal of the excise
exemption through a negotiated settlement to end the trade dispute.
Effective July 1, all 100% Canadian wine, including non-packaged
wine produced prior to this date, will become subject to excise du‐
ty.

Canadian wineries agreed to the terms of the negotiated settle‐
ment with the Government of Australia, based on advice from
Global Affairs Canada and the Liberal government's promise, made
by then finance minister Morneau, to ensure the long-term success
of grape growers and winemakers. However, budget 2021 an‐
nounced funding for a limited 18-month support program, which
we immediately confirmed was insufficient to address the loss of
the excise exemption and the remaining 100% Canadian wine in‐
ventory that was produced excise-free. Clearly this was an error in
the budget.

Between budget 2021 and, most recently, budget 2022, Wine
Growers Canada repeatedly stressed that the only way to grow the
industry was to increase the $101 million in funding announced in
the budget, extend the program beyond 18 months to encourage in‐
vestment and bank financing, and zero-rate the excise duty payable
on all wine inventories produced before July 1, 2022, all of which
were produced in a legislated excise-exempt environment.

While budget 2022 did not respond favourably to Wine Growers
Canada's request, the budget reported $390 million in forecasted
federal excise revenue over the next five years as a result of the re‐
peal of the excise exemption, with $135 million of that for year one
and two, or $34 million more than was provided in budget 2021.

Excise duty on Canadian wine is not a consumer tax but a pro‐
duction tax, because we cannot pass it on to the consumers. This is
because imported wines represent over 70% of Canada's domestic
wine sales market, forcing Canadian wines to be price-takers in our
home market.

● (1040)

Investor confidence has waned as successive trade agreement
concessions have benefited imports and has stalled since the 2020
negotiated settlement with Australia. The excise exemption will be
repealed in four weeks, and wineries, grape growers, employees,
investors and creditors remain uncertain of the industry's ongoing
viability or the results of the wine support program, which has not
been announced yet.

Without an adequately funded wine support program, the lost
revenue will have dire economic impacts on the entire supply
chain. Wine Growers Canada's research estimates that the loss of
the excise exemption would result in a 12% drop of total industry
sales, the closure of over 300 wineries, 2,400—

The Chair: Wrap it up, Mr. Paszkowski, please.

Mr. Dan Paszkowski: —job losses, and the loss of $425 million
in total economic impact. That's only for grape wine. That does not
include cider, mead or sake.

The addition of 52¢ per bottle will negatively impact the indus‐
try. We are simply asking the government to fix the error in budget
2021-22 and live up to its promise to provide adequate support for
our industry when we need it most. If this isn't undertaken, the only
winners will be the Australian wine industry and all other wines
imported into Canada, at the expense of Canadian wine sales in our
domestic market.

Thank you very much.

The Chair: Thank you, Mr. Paszkowski.

Before we go to the members' questions, I want to see an update
on how Mr. Mangin's audio is working. My understanding is that
the computer is not picking it up and we're not getting the headset.

The Clerk: From what I understand, the computer he's using
does not pick up the mike. He bought his headset yesterday specifi‐
cally for this committee, so it's unfortunate that it's not working.

We've called Mr. Mangin.

● (1045)

[Translation]

Mr. Mangin, I believe you've spoken to our IT ambassadors.

Mr. Jean-Marc Mangin: Yes, that's true.

The Clerk: All right.

[English]

We don't have a solution, sir, at this time. I don't know how to
proceed.

The Chair: We understand the challenges, but I don't think we'll
be able to proceed with Mr. Mangin due to the technical issues
we're having with the headsets and then with interpretation. We
apologize on behalf of the committee for that.

Mr. Mangin, I know you made efforts to be able to address the
members and have your questions. If you can submit your remarks
to the committee, that would be appreciated.

Mr. Jean-Marc Mangin: I will do so.

[Translation]

The Chair: Thank you.

[English]

Members, we are moving to questions.
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In our first round of questions, members will have up to six min‐
utes to ask questions of our witnesses. We are commencing with the
Conservatives and MP Chambers.

You have up to six minutes, please.
Mr. Adam Chambers (Simcoe North, CPC): Thank you very

much, Mr. Chair, and thank you to all of our witnesses. What a vast
and rich panel we have here today.

Unfortunately, I won't have time to get to all the questions I'd
like to, but after listening to your opening interventions, it seems to
me that the government seems to be attempting to tax the country's
way to prosperity. Whether that's with the wine industry, whether
that's on manufacturing, I think that's a lesson we should be all tak‐
ing away from this.

I'd like to start with a few questions to Ms. Anghel from the Na‐
tional Marine Manufacturers Association.

Ms. Anghel, you referenced potential job losses not just for your
members but also across the industry. When this tax was proposed
by the government, what kinds of consultation were there with your
industry about the potential impacts? Did you feel that you were
consulted?

Ms. Sara Anghel: We worked very closely with at the Depart‐
ment of Finance and had a lot of dialogue, but there was no direct
consultation with our industry from the minister's office or others.

Mr. Adam Chambers: Would it surprise you to learn that there
was no economic impact assessment done at either the political or
the government level? The only economic impact analysis we have
is one that we see from your industry association, and then also
what was just released this morning from a Parliamentary Budget
Officer report.

Does it surprise you that there wasn't anything done on the gov‐
ernment side?

Ms. Sara Anghel: It would have been very much appreciated
had there been some more thought put into it. I realize these things
go how they go. It was surprising that there wasn't anything done.
That's why our industry stepped up in an effort to assist the govern‐
ment and commissioned work with Dr. Mintz to have that study so
we would have some data to provide to them to help guide them
through the situation.

Mr. Adam Chambers: You listed a few other countries that
have implemented a similar version of the tax, but have since
walked away from it. Do you know why these countries have done
that?

Ms. Sara Anghel: In every case, once the tax was implemented,
it didn't take very long before they saw job losses, the industry de‐
creasing and people even using their boats. In the case of Italy, it
was revenue lost to the government and people taking their vessels
outside of the country. Most importantly, with our neighbours to the
south of us, the U.S., we saw boat manufacturing facilities with
1,200 jobs go down to having 70 jobs. It was quickly seen that it
was a flawed approach.

Mr. Adam Chambers: Wow.

If you're in a border community, as many Canadians are—in fact,
many Canadians live within a short distance of a border—or if

you're lucky enough to live in a community like mine, you can get
to the United States by water quite easily. How easy would it be to
keep a vessel across the border and either bring it into Canada or
leave it in the U.S. for recreation?

Ms. Sara Anghel: It would be extremely easy, as you've pointed
out. Whether it's through the Great Lakes, from Vancouver to Seat‐
tle or on the east coast and everything in between, that is what
we're hearing. These vessels will be registered and sold in the Unit‐
ed States. They will potentially come up to Canada, but potentially
not, because it may be too much effort to do so.

We'll lose the ripple effect of tourism dollar spending and we'll
see a complete loss in revenue. Those vessels not being sold will
have an economic impact in Canada.

● (1050)

Mr. Adam Chambers: When we talk about lost sales, how does
that filter through? Lost sales mean potential cutbacks at a manu‐
facturing facility and potential knock-on effects at a dealer, as an
example, in sales, but what other kinds of impacts could we expect?
How would this work?

Ms. Sara Anghel: That's the start of it at the manufacturing lev‐
el, or what's left of it in Canada, which we should be protecting and
nurturing.

The dealer that is selling the U.S.-made or European-made boat,
or whatever the case may be, will see sales drop, because people
will choose to spend their discretionary money elsewhere. The ef‐
fects will continue to ripple through to the marina and the repair
shops, because now there will be fewer vessels in the country to
service and take care of. Every vessel is a microeconomy in and of
itself, a continued layer of things that stimulate the economy.

Mr. Adam Chambers: Thank you very much for being here to‐
day.

In my remaining minute, I would like to bring in the Canadian
Manufacturers and Exporters.

Mr. Poirier, you've heard some of this discussion. You also repre‐
sent manufacturers of aircraft and automobiles. How do you think
this tax is going to impact manufacturing? Are we going to have
more manufacturing activity or less after this tax comes into effect?

Mr. Matt Poirier: It's certainly not good. To echo everything
that Ms. Anghel said, it's for those same reasons. She's looking at
the marine sector, and we have members there. However, it will im‐
pact the aerospace and automotive sectors and all of the supply
chain partners that are part of that. These are little companies that
make all those parts that feed into those products.

It's a bad idea, full stop. History has shown that these measures
do not bring in the revenue that they always hope for, which is why
I referred to it as a siren song.

Mr. Adam Chambers: Thank you very much. Mr. Chair, I know
we want to keep on time, so I'll go back to you.

The Chair: Thank you, MP Chambers.
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Members, before we go to the Liberals for their six minutes with
MP Baker, you may have questions for Mr. Mangin and Philan‐
thropic Foundations Canada. Please submit those in writing. We
will get them to Mr. Mangin for answers and then distribute those
to members with translation. As well, opening remarks from Mr.
Mangin will be translated and sent out to members.

Now we'll go to the Liberals and MP Baker for six minutes.
Mr. Yvan Baker (Etobicoke Centre, Lib.): Thank you Mr.

Chair.

Thank you to all the witnesses for being here today.

I would like to start my questions with Ms. Tomkins.

In your opening remarks, you talked about the need for the feder‐
al government to work with the provinces and territories on the im‐
plementation of dental care. You had some strong views as to how
that should or shouldn't be done.

When I think about analogies to this, I think about child care. I'm
wondering what your thoughts are on the manner in which child
care agreements were reached recently. Do you support that type of
model for the implementation of national dental care?

Dr. Lynn Tomkins: Certainly we strongly recommend that the
federal government implement this program through funding the
existing provincial and territorial programs, which by and large op‐
erate well. They do reach the underserved populations, but for them
it's a matter of funding. The federal contribution to the provincial
programs has been almost non-existent. These programs are func‐
tioning well. They are delivering care to the populations that they
are designed to reach, but they do need to be funded, and that has
been a long-standing advocacy position for us, even before this an‐
nouncement. The federal government needed to do that.

I don't know all the nitty-gritty details of what you did in work‐
ing out the agreements with respect to child care, but it seemed that
those agreements brought people together on areas of agreement,
respected jurisdictional differences and still were able to get the
funding to the programs that needed it the most, so insofar as that
would work for us, I think that would be a good model.
● (1055)

Mr. Yvan Baker: That's great. Thank you for that.

In terms of the child care agreements, without getting into the
nitty-gritty here, what was done there, in my view, was that the
government came to agreements with the provinces as to how they
would fund that programming in a collaborative way. We came to a
separate agreement with each of the provinces and territories and
ensured that it was funded equitably across the country while ensur‐
ing that the provinces were on board.

I'm not putting words in your mouth, but in your opening re‐
marks I did hear that you wanted to make sure some of those goals
were achieved in any kind of national dental care plan. That's kind
of why I asked you about the child care. I appreciate that.

Dr. Lynn Tomkins: May I add a comment?
Mr. Yvan Baker: Sure, absolutely.
Dr. Lynn Tomkins: I think the whole aspect of collaboration is

extremely important, because I think we in dentistry view this as a

very exciting opportunity. You have children in pain, disabled peo‐
ple who cannot smile and seniors who can't eat, so I think that if we
keep in mind the overall goal of wanting to see the funding go into
delivering care for those who need it the most and we operate in the
spirit of collaboration and keep the bigger picture in mind, we will
achieve a great outcome. It's a game-changer for us.

Mr. Yvan Baker: That's great. I appreciate that, Ms. Tomkins.

I have a follow-up question for you. I used to be a member of the
provincial Parliament in Ontario, so I'm familiar with the provincial
side of this and now the federal side. One of the things on which
people used to approach me and meet with me at my constituency
office in Etobicoke Centre was their concerns about the lack of den‐
tal care for those vulnerable folks you just spoke about.

I think sometimes we think about dental care as being sort of
hived off from the broader health care system or health care needs
of Canadians, and I'm wondering if you could speak to the other
health impacts of poor dental health. What is that impact and what
kind of strain does it put on the rest of the health care system when
poor oral or dental health exists?

Dr. Lynn Tomkins: I think a very good example would be a per‐
son who is unable to access dental care for an immediate problem,
such as a toothache. They have an infected tooth that either needs
to have a root canal treatment or it needs to be taken out. If they're
not able to get to a dentist and receive the care they need, they end
up in the emergency ward of the local hospital. In that appointment,
they're seen and assessed, but the definitive treatment is not ren‐
dered. There are very few hospitals that have dental departments in
them. As a result, that person is given a prescription for an antibiot‐
ic, sort of on speculation, whether or not they actually need it, but
they're given it just in case. Now we have the potential overuse of
antibiotics, which has a whole lot of other implications for health.
As well, they're given a prescription for, usually, very strong
painkillers, such as an opioid.

The root of the problem has actually not been addressed. That
visit to the health system costs the provincial health system any‐
where from $500 to $700 and still they did not get the treatment
that would have taken care of the problem, which in a dental office
would probably have cost less than half of that. That would be a
very direct example of an emergency situation.
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I'm on staff at the University of Toronto faculty of dentistry. I
teach in emergency and oral diagnosis, so we see people with an
awful lot of chronic conditions—diabetes, cardiovascular diseases,
rheumatoid arthritis and the inflammatory effects of gum disease—
what we call periodontal disease—which is actually a disease of
bone that has significant effects on the inflammatory processes in
the human body, so there are lots of implications. Whatever hap‐
pens in the mouth is either a sign of something happening in the
body or the result of something happening in the body and/or the
treatment of it.

The Chair: Thank you, Ms. Tomkins and MP Baker.

Now we will have questions from the Bloc. Monsieur Garon, you
have six minutes, please.
[Translation]

Mr. Jean-Denis Garon: Thank you, Mr. Chair

All my questions will be for Mr. Lasnier and Ms. St‑Georges. I'll
leave it to them to decide who responds.

We have outstanding businesses in my riding, such as Cidrerie
Lacroix and Intermiel, which are processors. Somewhat like you,
they're surprised to see this new tax come out of nowhere as a result
of the settlement of a trade dispute with Australia essentially con‐
cerning the wine industry.

Why do you think this measure is being applied so broadly, par‐
ticularly to goods that weren't involved in the dispute?
● (1100)

Mr. Marc-Antoine Lasnier: Our understanding is that it's defi‐
nitely related to Canada's regulation of the wine industry. Cider is
considered a wine at the federal level, as are mead, maple-based
beverages and berry-based drinks.

Mr. Jean-Denis Garon: So I understand that apples are classi‐
fied in the same category as grapes under federal regulations, which
have been in force for some time. Your response shows just how
obsolete those regulations are.

I'm quite familiar with these businesses. There's a lot of talk
about processing and value-added products, and people say our re‐
sources must be processed in order to create employment and
wealth, and that's exactly what these businesses do.

Do you know if the federal government did a study to assess the
impact of this new tax before so quickly introducing the measures
we now see in Bill C‑19?

Mr. Marc-Antoine Lasnier: I couldn't tell you whether the gov‐
ernment has done in an impact study. However, Cider Canada was
established very recently, when this new tax was introduced, and it
conducted a study that showed the tax might result in the loss of
4,000 of the 9,000 jobs associated with the sector and result in loss‐
es totalling $500 million across Canada.

Mr. Jean-Denis Garon: I understand.

One of the factors that may explain the potentially mistaken ap‐
plication of this new tax is that the federal government has no ex‐
pertise in wine. In Quebec, for example, we have the Société des
alcools du Québec, and the regulations respecting cider, which for a
long time was illegal, have been amended.

Do you think that this was a good-faith error resulting from a
lack of expertise and that it could be corrected by an amendment to
Bill C‑19?

Mr. Marc-Antoine Lasnier: Pardon me, but would you please
clarify your question?

Mr. Jean-Denis Garon: Do you think we should amend
Bill C‑19 to apply the new tax solely to wine, the product at issue
in the dispute?

Mr. Marc-Antoine Lasnier: That would obviously be a huge
help to cider producers, mead and berry-based beverage producers
and all the partners we've recently spoken to.

Mr. Jean-Denis Garon: This is a significant tax. It may range
up to $0.16 per can. In the current inflationary climate, you can't
and don't want to pass all of that tax on to consumers. So that'll
have an impact on your production costs. Certain producers tell me
it might encourage some to use fewer Canadian and Quebec apples
and to bring in concentrates from other countries in order to sur‐
vive.

Do you think that kind of problem might arise after the new tax
is applied to your products?

Mr. Marc-Antoine Lasnier: Yes, absolutely, but we'd see that
more in other provinces than Quebec because Quebec regulations
prohibit the use of apples from other countries. Our hands are tied
in Quebec. In the rest of Canada, however, apples or juice concen‐
trates could be imported from China or the United States, for exam‐
ple.

Mr. Jean-Denis Garon: As far as you know, cider and mead
aren't currently at issue in any trade dispute at the World Trade Or‐
ganization, are they?

Mr. Marc-Antoine Lasnier: No, not at all; cider isn't an issue.
There have also been negotiations between the WTO and federal
and provincial governments, and cider wasn't the subject of any tar‐
geted negotiations with certain provinces.

Mr. Jean-Denis Garon: I understand.

Mr. Lasnier, you have approximately 1 minute and 20 seconds
left.

As you know, we're considering Bill C‑19. Bills may be amended
in committee. At the end of your opening remarks, you stated three
very pragmatic demands to the committee. Would you please repeat
them to the members of the Standing Committee on Finance?

Mr. Marc-Antoine Lasnier: We're asking that the budget allo‐
cate the necessary resources for the compensation program to sup‐
port the cider industry as a whole.

We would also like the compensation program to be extended to
2030 to afford our businesses some predictability.
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We also want to see a timeframe for the implementation of the
excise duty so it coincides with the coming into force of the com‐
pensation program. As we understand it, the program could be in‐
troduced in 2023, but producers will be required to make disburse‐
ments in July of this year.
● (1105)

Mr. Jean-Denis Garon: I imagine you were informed of this
new fiscal reality at the last minute. Since you're part of the wine
industry, it came as a surprise and you need time to adjust, plan and
adapt.

Is that consistent with what you've heard on the ground from
members of your association and the industry?

Mr. Marc-Antoine Lasnier: I actually feel privileged to be ap‐
pearing here today because I think producers on the ground aren't
much aware of this issue, even though we've informed them about
it and backed that up with numbers. What's coming will be tough
on the industry.

Mr. Jean-Denis Garon: Thank you very much, Mr. Lasnier.

Thank you, Mr. Chair.
Mr. Marc-Antoine Lasnier: Thanks to you, Mr. Garon.
The Chair: Thank you, Mr. Garon.

[English]

We will now go to the NDP.

Welcome, MP McPherson. You have six minutes for questions.
Ms. Heather McPherson (Edmonton Strathcona, NDP):

Thank you, Chair, and thank you to all our witnesses for sharing
their testimony today. It's been very informative and very interest‐
ing. It's my very first time attending this committee, and I look for‐
ward to participating.

I'm going to follow up on some of the very brief testimony that
we heard from Mr. Mangin and hopefully talk a bit about some of
the issues around Bill S‑216 and the BIA.

The reason I want to do this is that we didn't get the opportunity
to hear from Mr. Mangin, but this is an issue that's very, very im‐
portant to me. I know it's very important to many members of Par‐
liament, but I come at it from a bit of a special perspective, I guess,
which is that I have been working on changing the direction and
control legislation in this country since 2005. We have known that
this is a paternalistic and a colonial piece of work within CRA that
has needed to be changed for a very long time and has impacted the
ability of the charitable sector to actually do the work they are man‐
dated to do. It is in no way reflective of participatory, democratic
good practice in charities. It needed to be changed.

When Senator Omidvar came to me and to many other parlia‐
mentarians to speak about the changes to direction and control
within her bill, Bill S‑216, we of course were all delighted. We
were all on board. We were all working with her. The sector has
worked very closely with her, and legal experts have worked very
closely with her and her team to develop a really strong piece of
legislation.

Of course, when we saw in the BIA that it was named and that
the spirit of Bill S‑216 was going to be implemented, I think many
of us within the House of Commons and many more within the
charitable sector were delighted. When we saw what was actually
being proposed, the delight turned a bit to disappointment.

I'm going to read from a few different places for you, and I'd like
to put some of this testimony into the record. Then I'm going to
pose some questions to Mr. Mangin that he can respond to in writ‐
ing, bilingually, when he's able to do so.

First of all, I want to start with a letter that was written to the
government by Cooperation Canada. For those who don't know,
Cooperation Canada is an organization that represents many of the
charitable sector groups that work in Canada. It's a very long-stand‐
ing organization that has been in place for over 50 years. It is very
well respected and knowledgeable on this file and has certainly tak‐
en a lead on it.

In the letter they addressed to the government, they say:

...the BIA reinforces the colonial and paternalistic approach to the relationship
between charities and the partner organizations supporting their charitable pur‐
poses. It makes the current regime more challenging for organizations to fulfill
their charitable purpose by embedding a rigid and prescriptive approach to fund‐
ing non-qualified donees inside and outside Canada in legislation. It makes the
system more confusing, risky and challenging for registered charities and non-
qualified donees to work together, and as such, impedes philanthropic and chari‐
table resources flowing to communities that need them the most.

The serious concerns that the sector has with the BIA and that we
would like to see changed within the BIA are the proposed defini‐
tion of a qualifying disbursement, the proposed language relating to
directed gifts and the prescribed conditions for qualifying disburse‐
ments to grantee organizations.

I know that this committee has received information from Imag‐
ine Canada; I wanted to make sure that that information from Co‐
operation Canada was also included.

I also wanted to give a little bit of insight into what this looks
like on the ground. For example, if you're looking at perhaps an in‐
digenous partnership and perhaps there is a requirement to work
with indigenous groups that do not, for whatever reason, have char‐
itable status, what we have in the BIA impedes the ability for chari‐
ties to support indigenous groups that are doing the work within
their communities. I think that's something that no Canadians want
as we deal with truth and reconciliation in this country.

There's another example when we look at working international‐
ly. Right now, we have an incredible crisis that is happening in
Ukraine. I think it's really important that everyone on this commit‐
tee recognizes that if we don't get this BIA right, if we don't get the
direction and control right, those organizations that can do the best
work in Ukraine and can do the best work with refugees who have
fled Ukraine, Romania, Poland and other countries won't be able to
work with Canadian charities because of the aspect of direction and
control that we have in this BIA.
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● (1110)

As Mr. Mangin was, I suspect, going to tell us, we need to amend
the language on direct giving. This would allow Canadian charities
to contribute to pooled funds and support non-qualified donees.

We need to remove the reference to disbursements meeting pre‐
scribed conditions and replace it with a requirement that the charity
instead takes reasonable steps to ensure that the resources are dis‐
bursed and used exclusively in furtherance of a charitable purpose.
We need to delete proposed regulation 3703 in its entirety. This
would allow for regulations to remain in the CRA guidance docu‐
ments.

Thank you, Mr. Chair.
The Chair: Thank you, MP McPherson.

Members and witnesses, we're moving into our second round of
questions. In this round, we will have the Conservatives up first.
MP Baldinelli, you have five minutes.

Mr. Tony Baldinelli (Niagara Falls, CPC): Thank you, Mr.
Chair.

First of all, thank you to all the witnesses for joining us this
morning.

Given the significant interest of Canada's wine industry in my
riding of Niagara Falls, particularly in the town of Niagara-on-the-
Lake, I'm going to be spending most of my time questioning Wine
Growers of Canada and Mr. Paszkowski.

Mr. Paszkowski, in your testimony you had talked about how the
sector had flourished since 2006 with the excise exemption that the
previous Conservative government had brought in, and since that
time how the sector has grown. Near the end of your commentary,
unfortunately, you were getting to the end of your time.

I'm hoping you can get your comments into the record on how
you think this new excise tax that will apply as of July 1 will im‐
pact the sector. How is it at risk?

Mr. Dan Paszkowski: Thank you very much.

Yes, as I mentioned, there's been significant growth as a result of
the excise exemption that was put into place.

You have to understand that the excise duty takes place right af‐
ter the producer's price on a bottle of wine. As that moves through
the price chain, ending up all the way down to the liquor retailer,
it's picking up a lot of different ad valorem taxes at the liquor retail
level, such as the GST and PST, etc.

The 52¢ per bottle tax, depending on what jurisdiction you're in,
will more than double. In the case of the LCBO, that 52¢ per bottle
may increase the price of a bottle of wine by roughly $1.15. When
you only own 30% of your market, if we pass that tax on but the
imports don't, we're going to lose that consumer to imported wine.
It's a significant tax that hurts every single wine producer in
Canada.

We still don't have the final details of the wine support program.
We worked with trade lawyers and experts from agriculture, fi‐
nance and global affairs to develop a trade-legal program that al‐
lowed all wine produced in Canada from fresh fruit to benefit

through a grant program based upon the litres of wine produced in
Canada. It could not be concentrate or imported concentrate but had
to be from fresh fruit, and it applied to both domestic and imported
fresh fruit.

By putting a program like that in place, you'd allow the produc‐
ers to get funding from the federal government to be able to address
the investments that they need to make, as they have over the past
16 years under the excise exemption, which grew the industry sig‐
nificantly. That program would work 100% for every wine, cider,
mead and sake producer in this country. Every apple producer and
grape grower would be a significant beneficiary as a result.

● (1115)

Mr. Tony Baldinelli: You mentioned last year's budget and
the $101 million that was allocated for a program. Now we're look‐
ing at a budget that indicates about $135 million coming in.

Has the government indicated to the stakeholder groups that this
extra $34 million in revenue will be flowing back to the grape and
wine sector? They promised to make the industry whole. What are
they telling you on that?

Mr. Dan Paszkowski: We have four weeks left until we lose the
exemption. I do know, from in my discussions with officials, that
they are looking at the funding element, given that $101 million is
clearly insufficient to cover off all of the wine produced in Canada.
Budget 2021 allocated $35 million in year one, which wouldn't be
enough to cover off the grape wine industry, let alone anybody else.

Our understanding is that the dollar component is being looked
at, clearly as a result of the projections in excise revenue collected
as a result of the loss of the excise exemption, but we still don't
have any definite answers.

Mr. Tony Baldinelli: Mr. Paszkowski, I have one quick ques‐
tion. I believe there are only 36 days until that new tax comes into
effect, and we still don't know the details of this program. How
does a sector prepare for a tax that's coming in 36 days? Several
other organizations, such as the cideries and the craft breweries,
have asked for a reprieve on the implementation date, such as ex‐
tending it for six months. Do you agree with those assertions?

Mr. Dan Paszkowski: We have obligations under the Canada-
Australia negotiated settlement, but there is a new government in
Australia right now. If there was an opportunity to get an extension
to the end of this year or the beginning of next year, given the fact
that we don't know what the funding elements are right now.... We
don't know what the details of the wine support program are. Will
they follow what we put together with senior officials?
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We have elements with the Canada Revenue Agency in terms of
moving packaged wine products into retail sectors that have not
been addressed yet. We have a problem in terms of July 1; all wine
that's packaged before that will remain excise exempt, but in this
pandemic, not only have bottle prices more than doubled, but we
also have supply chain problems. We can't get our hands on bottles.
Even if we want to bottle wine to take advantage of the exemption
up until midnight on June 29, which is the deadline, we can't get
enough bottles to bottle the wine. That becomes a problem for ev‐
ery single winery in this country.

If there was an opportunity to extend, yes, that would be a good
idea.

The Chair: Thank you, Mr. Paszkowski and MP Baldinelli.
Mr. Tony Baldinelli: Thank you.
The Chair: We'll move now to the Liberals. MP Chatel, you

have five minutes, please.
Mrs. Sophie Chatel (Pontiac, Lib.): Thank you, Chair.

[Translation]

I want to thank all the witnesses for being with us and for their
excellent presentations this morning.

My question is for Mr. Poirier from Canadian Manufacturers and
Exporters.

I'm very pleased to hear you talk about our greenhouse gas emis‐
sions reduction program, our strategy and our investments in busi‐
nesses. More specifically, I'd like to hear more of what you have to
say about small and medium enterprises.

How can the Canada growth fund help SMEs find their own
niche in the green and digital economy of tomorrow?
[English]

Mr. Matt Poirier: I'm happy to answer that question.

We were very pleased to see the creation of those programs.
We're still awaiting a lot of the details of how they'll be structured
and what they'll look like, but at first glance, it's something that we
called for, so we're certainly very happy on that front.

As I said in my remarks, we caution the development of these
programs on two fronts. There's adequate money in the program to
incent the transition, but particularly for SMEs that struggle with,
one, knowing about government programs, and two, navigating
them and using them to full benefit, in the structuring of the pro‐
gram, how do we hold them by the hand and take them through it
so that the pickup is there and the results are there as well? We real‐
ly need to think about that.

As I mentioned, what we're seeing right now is that the big com‐
panies, the big manufacturers, have already begun net-zero transi‐
tion, with specific government help in many instances, but we're
not seeing that same thing happen with the SMEs. They're not even
thinking about it in many cases, depending. That's a problem that
we want to tackle and that we're alerted to, because most of our
companies are SMEs. We're going to get massive reductions in
greenhouse gases by tackling the big ones, but most of our compa‐
nies are SMEs, so we need to bring them along for the ride too.

That was sort of a long-winded way to get at the question, but
again, it's the SME component. It's very important for us to get that
right.

● (1120)

Mrs. Sophie Chatel: Thank you very much, Monsieur Poirier. I
must say that this is equally what I'm seeing. I'm in a rural riding.
We have a lot of SMEs. I'm worried that they are not thinking
strategically about how they can be winners in tomorrow's econo‐
my. I see larger companies really making these strategic decisions.
The world is moving towards a green and more technological econ‐
omy.

What would be your advice on these innovation funds, including
the Canada growth fund? What would be your three pieces of ad‐
vice for the committee, especially targeting SMEs? If you have
more, we'll be very happy to read them, and you could forward
them.

Mr. Matt Poirier: We've done a lot of work over the past few
years on this, so I would be more than happy to share that research
and those policy recommendations with the committee. Perhaps we
can connect offline afterward.

At a high level, what I mentioned before was the SME piece.
That's important. The big companies are going to do it, but they'll
also drag up all the companies that are in their supply chains al‐
ready along those lines, so it's an awareness function for the SMEs
to realize that this is the future and that they need to help to transi‐
tion to it.

One of the problems government has is that they have excellent
programs, but they're not well known and it's not a default reflex
for an SME to wonder what the government is doing. I think it's
leveraging trade associations like us—like CME, like my col‐
leagues here on the panel today—to help deliver the message.

There is a bit of capacity building within that, too. If we're going
to use exports, for example, some of the agencies like the trade
commissioner service and EDC will embed employees and re‐
sources within the trade associations to try to access those SMEs
better. It's that type of model that will really be needed, at least for
our sector.

[Translation]

The Chair: Thank you, Mr. Poirier and Ms. Chatel.

[English]

Mrs. Sophie Chatel: Thank you, Chair.
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The Chair: We're moving to the Bloc, and I see MP Ste-Marie.

You have two and a half minutes, MP Ste-Marie.
[Translation]

Mr. Gabriel Ste-Marie (Joliette, BQ): Thank you, Mr. Chair.

Good morning to my colleagues and all the witnesses.

My question is for Mr. Lasnier and Ms. St‑Georges.

Australia filed a complaint against Canada respecting grape-
based wine, as a result of which an amendment will be made to the
excise tax. That affects you too because the federal government
draws no distinction between wine and cider. We note that the fed‐
eral government didn't conduct a study on the impact that will have
on your industry before penalizing you in this manner. However,
you say you've done your own study.

In the next two minutes or so, would you please give us more de‐
tails on the 4,000 jobs that may be lost? For example, are they jobs
in regional or urban areas? How many producers will that affect?

I'm listening.
● (1125)

Mr. Marc-Antoine Lasnier: As you can understand, that assess‐
ment is quite preliminary, since the association that conducted it is
very new; it was created barely a year ago.

I'd like to talk a little about the geographic distribution of these
businesses. They are highly concentrated in British Columbia, On‐
tario and Quebec and are definitely located in regional areas. They
virtually range across the entire province of Quebec.

Basically, the reinstatement of this tax quite simply means these
businesses won't be able to turn a profit. For the cider industry,
which is young and flourishing, it's a major threat. We're growing at
a significant pace in Canada, and Canadian products have an excel‐
lent reputation around the world. I think it would be very risky not
to support our sector.

Mr. Gabriel Ste-Marie: Thank you.

How much time do I have left, Mr. Chair?
[English]

The Chair: You have 30 seconds, MP Ste-Marie.
[Translation]

Mr. Gabriel Ste-Marie: Thank you.

Mr. Lasnier and Ms. St‑Georges, I tip my hat to you. This is real‐
ly a flourishing and expanding industry producing high-quality
products.

A few weeks ago, a number of cider-themed activities were held
in Joliette, and we were able to taste products from across Quebec.
I discovered that there's a good cider maker called Qui sème récolte
in Saint-Jean-de-Matha that sells fantastic products.

I think it's incredible that the government is penalizing an indus‐
try that's expanding this way. So we hope this will be changed un‐
der this bill.

Thank you.

Mr. Marc-Antoine Lasnier: Thank you. We hope so too.

[English]

The Chair: Thank you, MP Ste-Marie.

Now we'll move to the NDP for two and a half minutes. Go
ahead, MP McPherson.

Ms. Heather McPherson: Thank you, Mr. Chair, and thank you
again to all of our witnesses today.

I have some questions for Ms. Tomkins.

As New Democrats, we were delighted to see that the dental care
plan of my colleague from the previous Parliament, Mr. Harris, is
going to be going forward and that we'll be working on that togeth‐
er.

One of the reasons I'm so pleased is that we know the impacts of
failing to have dental care for children around this country and that
this lack is in fact the leading cause of children visiting emergency
rooms. I wonder if she could elaborate more on the impacts on chil‐
dren when dental care is not available.

Dr. Lynn Tomkins: Certainly.

There are many, as you've alluded to. Treatment of children for
early childhood cavities—or caries, as we call them—can take up a
lot of time in operating rooms in hospitals. That's one thing.

Very small children, if you have an age.... I see one on our call
here, and I hope she's brushed her teeth today. As soon as kids have
teeth, they can get cavities, and children who are susceptible have a
higher rate of decay and sometimes end up at the age of two or
three in the operating rooms of hospitals having fillings done, in‐
cluding the baby tooth version of root canals in their molar teeth.
That's a tremendous event for a small child and their parents to go
through. It's very traumatic, and it also has a high cost to the health
system. The other thing is it's one of the most common causes of
children losing time from school. Also, they can't eat properly if
they have toothaches, and infections can make them very sick.

Our goal would be to have every child seen as soon as possible
in a dental office, within six months of the eruption of the first
tooth, to identify children who are at higher risk for dental decay
and to put preventive measures and education measures in place so
that over a lifetime a child will need less dental care. That is our
aim: that children will need less dental care. The earlier we can
identify those types of problems in children, the better.

Unfortunately, there are higher rates of dental cavities and dental
problems in new Canadian populations, where perhaps the empha‐
sis on dental care has not been the same or they've been brought
late to the dental office, so by the time they do get to the dental of‐
fice, they have a lot of dental problems.
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Another aspect of prevention for children is community water
fluoridation, which still makes a tremendous difference in the rate
of decay in children. We're fully supportive of community water
fluoridation to reduce the amount of dentistry overall, which will
also reduce the environmental burden of a child's treatment over
their lifetime.
● (1130)

Ms. Heather McPherson: Wonderful. Thank you so much.
The Chair: Thank you, Dr. Tomkins and MP McPherson.

Now we'll have the Conservatives up for five minutes of ques‐
tions.

I have MP Stewart for five minutes, please.
Mr. Jake Stewart (Miramichi—Grand Lake, CPC): Thank

you, Mr. Chair.

Can you hear me? I was having some connectivity problems here
in rural New Brunswick. It's common.

My questions today are for Mr. Paszkowski with Wine Growers
Canada.

Mr. Paszkowski, considering that excise taxes negatively affect
both consumers and wine producers, you would think it would have
been clear that government would need to find a better solution. Of
course, that's my opinion, but do you agree that this excise tax has
the potential to produce real income losses across wages, profits
and other returns to labour and capital in this industry?

Mr. Dan Paszkowski: Absolutely, because it's a producer tax,
and we can't pass that tax on to consumers, as I mentioned; other‐
wise, we'll lose the consumer to imports.

If I'm paying 52¢ a bottle in tax, that's 52¢ a bottle I can't put to‐
wards any other part of my business. One of my smaller board
members is going to be paying $300,000 in tax per year effective
July 1. That's his entire marketing budget for the year. That's just
one example of the impact this will have on the industry. As I men‐
tioned, the majority of wineries in smaller regions—New
Brunswick, for example—will not be able to survive a tax like this.
There are already low margins in this business, and this will cripple
them.

Mr. Jake Stewart: Thank you so much for that. Thank you for
the example as well. That adds some light to it.

Taking into consideration the hit to the industry that it actually
causes based on the examples you just shared, we must also consid‐
er the consumers. Across the industry, what additional price in‐
creases can the consumer expect?

Mr. Dan Paszkowski: At this point, for the tax itself, you will
have some wineries attempt to pass it on. I'd say possibly some of
the super-high-premium wines will be able to pass it on. It has a
larger impact, obviously, on lower-priced wines than on higher-
priced wines, but you also have to remember that effective July 1,
every 100% Canadian wine sold in Canada will also face indexa‐
tion, so on April 1 of every year, we will have legislated increases
to the excise duty. Given where inflation is right now, we can antic‐
ipate that with a 5% to 7% increase in the excise duty rate, there

will come a point where we'll have to pass that on to the consumer.
As I said, that will double by the time it hits the consumer.

There is a risk if you do pass on that cost. The consumers who
have a line in the sand—maybe it's $10 a bottle, and you go
to $10.05—may switch over to a different brand, and in most cases
that will be to an import, so that will impact the bottom line of ev‐
ery winery and cidery across the country.

Mr. Jake Stewart: Thank you, Mr. Paszkowski.

We've heard now that basically the wine producers and con‐
sumers are going to be hit with this excise tax in numerous and dif‐
ferent ways. To follow up on the obvious reduction in real income
to wine producers, would you say that, coupled with the excise tax,
the increased costs to producers associated with shipping as a result
of the dramatic rise in fuel costs will most certainly drive prices to
a point that sales will be negatively affected?

Mr. Dan Paszkowski: We're facing that impact right now. The
supply chain disruptions have increased the cost of goods for wine
producers above a 10% rate. That's impacting everybody's bottom
line and everybody's level of profitability. There is that point in
time when you have to make a decision: Am I going to pass this on
to the consumer, and how am I going to go about doing that?

The loss of the excise exemption is but one issue among a whole
range of issues facing the industry right now. It couldn't come at a
worse time in the history of the Canadian wine industry. It will
have severe impacts, above and beyond just when the tax comes in‐
to play, because there are a lot of other factors at play.

● (1135)

Mr. Jake Stewart: Mr. Paszkowski, if sales are negatively af‐
fected, wouldn't producers then be required to potentially reduce
employee levels to compensate for the losses?

Mr. Dan Paszkowski: Yes. I guess if profitability is impacted,
they're going to have to take a look at all mechanisms. The first ca‐
sualties will be grape producers. The demand for grapes will have
to decrease. Production will go down. That's the first element of the
supply chain that will be impacted.

The second one will be employment, as I mentioned in my com‐
ments. If the excise exemption is lost, we're looking at at least
2,400 jobs that will be lost, and 350 winery closures. Those are real
numbers. That is the impact of an excise tax that is already one of
the highest in the wine-making world. The U.S. tax is 35¢ a litre
and ours is 70¢ a litre, but the U.S. provides a tax credit to their
producers that brings it down to 2¢ per litre. One of our biggest
competitors is France. They don't pay any excise tax.

The Chair: Thank you, Mr. Paszkowski.

Thank you, MP Stewart.
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Now, moving to the Liberals, and also from the east coast, we
have MP MacDonald for five minutes.

Mr. Heath MacDonald (Malpeque, Lib.): Thank you, Chair.
Thank you to the witnesses here today.

I'm going to jump around a bit. I want to go back to Mr. Poirier.

I know your organization was very vocal during the blockades on
the supply chain issues. I want to talk to you a little bit about the
vulnerability of our supply chains and how important they are to
the economy. I think you quoted that Canadian manufacturers and
exporters are 10% of our GDP.

What do we need to do in the future to ensure that things like that
never happen again because it is critical to our economic value in
Canada?

Mr. Matt Poirier: I agree that it is.

As an anecdote, at the association level, whenever we hear from
our members that it's the worst is whenever we have blockades or
transportation network disruptions. It affects them the most, and
certainly manufacturers are the biggest users of Canada's trans‐
portation network.

We approach this from the angle that everyone has the right to
protest. Everyone has a right to do that. However, there are.... We
have done the exercise of deeming certain things to be critical in‐
frastructure, and we would argue that transportation networks are
critical infrastructure. Our industry is held hostage every time
they're shut down. Our solution is to designate those and make
them out of bounds for protest activities. However we want to de‐
sign that designation is a discussion we can have, but from a funda‐
mental perspective, that's how we view it. It would still leave 99%
of the country open for legitimate protests.

Just ensure that those networks are protected on that front, be‐
cause the reputational damage that Canada takes every time we
have to close down our transportation network, whether it's for a
strike, a blockade, or what have you, is significant. Our members
tell us that they have to have really tough discussions with head‐
quarters and other countries to justify why they're still making stuff
in Canada and operating in Canada.

We don't want our members to have to do that. It's unnecessary,
and it's a big threat to that 10% of GDP.

Mr. Heath MacDonald: I want to follow up on what my col‐
league Ms. Chatel was talking about and touch base with you on
small and medium-sized enterprises.

I come from the east coast, where there are a lot of smaller busi‐
nesses. The government put forth a $5-billion green bond, and I'm
wondering how your organization is presenting that as an opportu‐
nity for small companies to possibly reduce their emissions and get
involved in the innovative side for reshaping how they do business.

Mr. Matt Poirier: That's part of it. What we're noticing, at least
from the government, is.... We're starting to piece together our in‐
centives and plans, and there are various elements to that. That is
one of them. Our general feeling at this point is that they're all in‐
troductory moves, first steps, because when we look at it, billions
of dollars have been put on the table for this type of transition. We
think it's probably around $100 billion for the entire industry.

That's why my comment focused on this. It's great, and we asked
for it and we got it, but we need to make sure the money is there to
get the full transition happening. That's not to say the government
has to fund all of it. It will be a partnership with industry, certainly,
but our initial assessment at this point is that it's a good first step
but more is needed. Obviously, it also means working with us dur‐
ing the process so that it's not a one-size-fits-all government pro‐
gram that's designed in Ottawa and there's no uptake from SMEs,
for example.

● (1140)

Mr. Heath MacDonald: That's good. I'm glad you said “de‐
signed in Ottawa”, because I'm on the east coast and we are quite
different from some other parts of the country.

Mr. Poirier, we've heard a lot and seen a lot over the past number
of years about protectionism. We talk a lot about diversifying our
markets, and we are dependent on our biggest trading partner south
of the border. We've also seen disruptions in global supply chains
and so forth. How do we plan for a future that eliminates some of
these possible consequences, especially for your sector?

When you hear “buy America” or what have you, or when you
see China set rules and regulations, even most recently with
COVID-19, how do we overcome that? What's your sector's opin‐
ion on ensuring that we continue trade, which is so important to the
economy of our country?

The Chair: I'm going to ask for a very short answer, Mr. Poirier.

Mr. Matt Poirier: Basically, there are mechanisms in our trade
deals, such as the competitiveness chapter in the new NAFTA, for
example, that are designed to do exactly that, and we should em‐
brace them, get working on them and leverage them to their maxi‐
mum extent. We haven't done that yet. That would be my quick
comment.

Mr. Heath MacDonald: Thank you.

The Chair: Thank you, MP MacDonald.

Members and witnesses, I'm just looking at the time. We're com‐
ing to the top of the hour pretty soon; that will be the end of our
first panel, so what we're going to do is divide up the time equally,
as we usually do in this committee. For this round, each party will
have four minutes to ask questions.

We'll begin with the Conservatives. MP Albas is up for four min‐
utes.
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Mr. Dan Albas (Central Okanagan—Similkameen—Nicola,
CPC): Thank you, Mr. Chair, and thank you to all of the witnesses
who are here today. I appreciate your expertise.

I'm going to start with Dr. Lynn Tomkins. Thank you very much
for appearing today on behalf of the dental association.

I'd like to talk a bit about the ways forward on this aspect. In the
last few elections, the Conservatives have talked about the need to
work with the provinces and territories as co-operative partners to
effectively fill in gaps that may exist in some systems, rather than a
wholescale change that might totally change the experience that
many Canadians have of programs they already know and trust.

With regard to dealing with some of the gaps that currently exist,
can you identify where they would be and which provinces or terri‐
tories you think would bear the most fruit in easing the gaps that
are there?

Dr. Lynn Tomkins: Certainly it is our perspective that in co-op‐
eration and collaboration with the provinces, the federal money that
has been set aside for dental care was distributed to the provinces to
sustain and stabilize the existing programs. Across the country, all
of the programs are in need of some sort of support. There are bet‐
ter programs than others in certain areas, but there's no one perfect
system.

I can't give you a single province that I think you should single
out for special treatment. It's Canada; we need to treat everybody
equitably.

Yes, there are existing programs, and there are existing adminis‐
trations, and there are existing relationships among the stakeholders
within the provinces, so we don't really need another top-down, ad‐
ministration-heavy, stand-alone program. What most of the pro‐
grams need is funding so that they can increase the funding levels
to cover the cost of providing treatment, because a lot of them don't
even cover the cost of providing treatment. Any dentist or dental
office that treats a patient on some of these provincial programs is
subsidizing the programs out of pocket, and that's not sustainable.

I think that going with the existing programs would be the way to
go. The people are there, and they can expand the program to in‐
clude more people according to the goal that the federal govern‐
ment has, such as the zero-to-12 age group. It would be much better
to do it that way, rather than creating a top-heavy, top-down, new
administrative program that might capture people who already have
dental plans. The eligibility criteria may capture people who al‐
ready have dental plans. We're already hearing some hints that
some employers might be saying that they'll drop their dental plans
for people who would be covered by the federal plan, so there
would be this unintended consequence.

We feel very strongly that the best way is to flow the money
through the existing programs.
● (1145)

Mr. Dan Albas: I take your point about the government, which
can't seem to issue passports on time, let alone fix its Phoenix pay‐
roll debacle.

On universality, who wins in that case? Is it people who are
wealthy enough to provide for themselves through private plans? Is

it the private insurers themselves? Ultimately, will taxpayers, even
low-income taxpayers, be subsidizing people who are well off?

Dr. Lynn Tomkins: We already have a good system in Canada.
Two-thirds of Canadians are covered by some sort of plan, whether
it's through an employer-sponsored plan or through some govern‐
ment plan, and 75% of Canadians report that they feel they have
good access to care.

Again, it goes back to our original position. We feel that flowing
the money through to the provinces to build up, stabilize and sup‐
port the existing programs is going to be most equitable. The peo‐
ple who are at the top end of the income range and already have
dental plans don't need to be on a federal plan, even though techni‐
cally they might be eligible.

The Chair: Thank you.

We'll hear from the Liberals for about four minutes. Go ahead,
MP Sorbara.

Mr. Francesco Sorbara (Vaughan—Woodbridge, Lib.):
Thank you, Chair. It's great to be here today with all my honourable
colleagues.

I'm looking at my screen. Is Ms. Vass Bednar not on anymore?
Did she sign off?

The Chair: Ms. Bednar had to leave at 11:40 a.m.

Mr. Francesco Sorbara: Thank you, Chair.

I want to put on record that Ms. Bednar's comments in terms of
the changes with regard to the Competition Act, which Deputy
Prime Minister Freeland and Minister Champagne have champi‐
oned in the budget and now in the BIA. I applaud them with full
vigour. They are long overdue and well needed. It's great to see us
tackling the issue and ensuring that there is competition within the
economy and within sectors, that anti-competitive policies are be‐
ing addressed, and that the Competition Bureau and the Competi‐
tion Act are being given more teeth and more resources to ensure
that Canadians are put first in consumer choice.

I want to speak to Mr. Poirier from the Canadian Manufacturers
and Exporters.

Mr. Poirier, I've interacted with you folks for many years and
have had a lot a great meetings. York Region area, where I live and
which I represent, is a manufacturing hub. We have the largest auto
parts supplier in the world, Magna, and the third largest in Canada,
Martinrea, which is about a kilometre and a half from my con‐
stituency office. We are an agri-food processing hub. We are a
place where a lot of folks invest and work. We are a logistics hub.
We have the largest CP intermodal facility, the busiest one in the
country, in my riding. Vaughan has the largest CN yard in Canada,
and I know Peter loves to hear that.
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I want to ask some questions about the issues that we need to ad‐
dress on the supply chain. We have a supply chain working council.
We have put money into the funds, and we have the national trade
corridor fund. We are making progress on the supply chain, al‐
though it is difficult.

Could you provide any sort of recommendations that you think,
top of mind, would assist us in addressing the issue even further?

Mr. Matt Poirier: Yes. All those initiatives you mentioned, Mr.
Sorbara, are needed and are good. In addition, we're noticing that
because of the relatively small size of Canadian manufacturers,
we're struggling to move up in the pecking order for critical compo‐
nents. We're still seeing those problems in our industry today.

That's why I mentioned emergency, temporary, bridging financial
help. We can discuss how that looks, but as it comes to us, it's a
wage subsidy. Because it's such a tight labour market, our members
are really afraid of losing workers while they're waiting for the crit‐
ical parts to be able to produce goods. There's that component
there, but it's also the labour shortage. That's driving this too.
● (1150)

Mr. Francesco Sorbara: Matt, I want to say that within the
BIA, if I'm not mistaken—I remember reading all 464 pages or
thereabouts—there is something with regard to the ministry of im‐
migration and some legislation there that would allow the minister
to identify certain areas within the economy, such as with the NOC
codes, to allow faster access or more efficient access to those pools
of labour.

There is a shortage, but there is also what I would call a skills
mismatch within the economy in terms of providing the right skill
sets to workers. Wouldn't you also agree on that front?

Mr. Matt Poirier: Absolutely. That's why we call for industry
councils that can help coordinate with government, with labour and
with all the players involved to help coordinate those labour market
needs. They're always changing, and they'll be different by region
as well.

Mr. Francesco Sorbara: Okay.

Peter, am I finished?
The Chair: That is your time, MP Sorbara.
Mr. Francesco Sorbara: Thank you.
The Chair: We know that Vaughan and York Region have a lot.

My kids always remind me that Canada's Wonderland is up there,
so thank you for that.

Mr. Francesco Sorbara: You're always welcome.
The Chair: We will now move to the Bloc. MP Ste-Marie, you

have four minutes, please.
[Translation]

Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

My question is for Mr. Lasnier.

If the bill goes ahead as drafted, what impact will it have on the
price of cider?

Mr. Marc-Antoine Lasnier: As I said in my opening statement,
a market has developed over the past 16 years, and it's a market for

beverages in cans. Ms. St‑Georges is presenting the cans we've
marketed. This market is very much like the beer market. In con‐
sumers' minds, the product is compared with beer. However, it must
be understood that our profit margins are much thinner. Since cider
is made from fruit, unlike beer, which is made from grain and wa‐
ter, it's more costly for our producers. It's also more strictly regulat‐
ed. In many provinces, we're forced to produce our own fruit,
which adds to the pressure. In addition, taxes are already lower on
beer. Consequently, it will be very difficult for us to raise prices as
a result of the new excise tax.

As the representative of Wine Growers Canada said, this will
cause major problems for entry-level products. Prices may have to
be raised on high-end products, which occupy specialized market
niches. However, most Canadian producers make entry-level prod‐
ucts, and the excise tax will clearly create pressure. Since we won't
necessarily be able to raise prices, producers will have to cut their
profit margins. That's precisely why we anticipate job losses and
potential bankruptcies.

Mr. Gabriel Ste-Marie: Cider ultimately competes with beer
more than wine in the canned beverages market. Furthermore, since
cider production costs are higher than those for beer, your profit
margins are thinner. Now you'll have to pay higher taxes than are
paid on beer, whereas you're a young industry that hasn't reached
maturity.

Mr. Marc-Antoine Lasnier: That's right.

Mr. Gabriel Ste-Marie: That's terrible. The government needs
to change that.

Mr. Marc-Antoine Lasnier: Definitely.

Ms. Catherine St-Georges: I'd like to add that producers should
not reduce their production costs by using raw materials from else‐
where or apple concentrate. The temptation to reduce production
costs could become strong if the excise tax returns. The idea is to
continue making quality products, while keeping them affordable
for consumers.

Mr. Gabriel Ste-Marie: The executive director of Cider Canada
spoke to us about the temptation of importing apple juice from the
United States as a way of cutting costs. That would lower the quali‐
ty. What we like about your products is all the work put in by arti‐
sans. This tax should not be applicable to you.
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● (1155)

Mr. Marc-Antoine Lasnier: That would of course have reper‐
cussions on the rest of the production chain. Apples from the Unit‐
ed States or concentrate from China would likely be less expensive.
Whether we like it or not, growing apples in our northern country
will always be more expensive, and give lower yields.

Mr. Gabriel Ste-Marie: It's obvious. Let's hope that the com‐
mittee will end up exempting your products from the excise tax.

Thank you, Mr. Chair.
Mr. Marc-Antoine Lasnier: Thank you.
The Chair: Thank you, Mr. Ste.‑Marie.

[English]

Now we'll move to the NDP. These will be our last questions for
this first panel.

I have MP McPherson for four minutes. Go ahead, please.
Ms. Heather McPherson: Thank you, Mr. Chair.

I have one more question for Ms. Tomkins. Thank you very
much for reminding all of the children who may be watching this
finance committee to brush their teeth. My son got braces yester‐
day, and I can tell you that this is going to be a couple years of dire
parenting on my end.

Ms. Tomkins, if you wouldn't mind, could you talk a little bit
about what the government should be looking for in terms of the in‐
vestments into the workforce as we scale up access to dental care
across Canada?

Dr. Lynn Tomkins: That's a great question, and it's something
we have been talking to some of your colleagues about, because
across the country right now there is a shortage of dental assistants.
Even before COVID, there was a shortage, and since COVID, that
shortage has been exacerbated, because the demands on a dental as‐
sistant....

A dental office operates like a small hospital. Any of you who
have been to your dentist, especially since COVID, have seen all
the barriers and PPE and everything going on, and the people who
actually make all that happen are the dental assistants. They're
highly trained and they're very technical. It is not an easy job, and it
requires education. In most provinces, it's regulated.

We are applying to the federal government on a project in collab‐
oration with the Canadian Dental Assistants Association and look‐
ing for ways that we can increase the number of dental assistants
entering into the profession as well as for ways of retaining them in
the profession, because with respect to the supports for mental
health, for instance, they have been tremendously affected, as have
all other frontline workers during the pandemic. It will be a bit of a
concern if we get a sudden influx of new patients coming into the
system. Dentists and dental office staff will do their best to handle
that influx, but there is a shortage of dental assistants.

I think there's another study going on looking at the care econo‐
my in the public health system, and we're concerned that we don't
forget the health care that's being delivered in private settings, such
as dental offices, because if you end up attracting more people into

one aspect of the health system, you don't want that to be at the
detriment of the private delivery.

There are dental assistants who work in public health. Dr. Aaron
Burry himself works in a public health office one day a week, but
the majority work in private dental offices and the majority are fe‐
male, so all the issues around child care and schooling at home and
all of that stuff that took place during the pandemic had a tremen‐
dous effect on the workforce.

Ms. Heather McPherson: Thank you very much. That's very in‐
teresting. I think just those trickle-down impacts are really impor‐
tant for this committee to consider.

Dr. Lynn Tomkins: Thank you.
Ms. Heather McPherson: I'll just end, if I could, Mr. Chair,

with one more reiteration that the sector, the experts in charitable
direction and control, have given amendments to this committee.
They have written amendments. I would urge this committee to
consider those three amendments that they have brought forward,
and I would just ask that Mr. Mangin, when he has the opportunity
to do so, provide some feedback to this committee on the impacts
to the charitable sector if we do not get the BIA correct with regard
to direction and control.

I will cede my time at this point. Thank you, Mr. Chair.
The Chair: Thank you, MP McPherson.

I will just reiterate, members, that if you want to send in ques‐
tions, Mr. Mangin will provide answers in both official languages
back to the committee. Thank you for that.

We want to thank all of you witnesses for providing us with your
time and your expertise and for coming before our committee to an‐
swer many questions. I know we had many of you here on our first
panel, and we really appreciate, as I said, your coming before us.
On behalf of the committee, the clerk, the analysts and the inter‐
preters, we thank you and wish you a great day. Thank you very
much.

Members, at this time we're going to suspend for a couple of
minutes as we transition to our second panel.
● (1155)

_____________________(Pause)_____________________

● (1200)

The Chair: Welcome back, everyone.

I'd like to welcome today's witnesses for our second panel.

With us from the Office of the Parliamentary Budget Officer, we
have the Parliamentary Budget Officer, Monsieur Yves Giroux. Ac‐
companying Mr. Giroux we have Xiaoyi Yan, director, budgetary
analysis.

Please share your opening remarks.

[Translation]
Mr. Yves Giroux (Parliamentary Budget Officer, Office of the

Parliamentary Budget Officer): Good afternoon Mr. Chair and
members of the committee.
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Thank you for the invitation to appear before you today.

We are pleased to be here to discuss the analysis of your study of
Bill C‑19, An Act to implement certain provisions of the budget
tabled in Parliament on April 7, 2022 and other measures.

With me today are Xiaoyi Yan, Director, Budgetary Analysis.

In compliance with the mandate of the Parliamentary Budget Of‐
ficer, which consists of providing independent and non-partisan
analyses to Parliament, we published our analysis of the 2022 bud‐
get on April 22. In the report, we identified several key issues to as‐
sist parliamentarians in their budgetary deliberations, and also pre‐
sented updated fiscal and economic projections.
[English]

I will now continue my remarks in English.

In terms of transparency, budget 2022 includes long-term eco‐
nomic and fiscal projections, which improve fiscal transparency
and contribute to sustainability analysis. However, the analysis pro‐
vided in the budget would be further enhanced by the inclusion of
additional details, such as long-term projections of old age security,
employment insurance and children's benefits.

It's also worth noting that while the budget includes some of the
measures from the Liberal Party's 2021 election platform, the im‐
plementation of any remaining platform measures and additional
commitments not accounted for in the budget, such as pharmacare,
will impact the budgetary balance going forward.

Our report also notes the continued misalignment of financial re‐
porting, as budget 2022 was tabled a month after the government's
main estimates. Parliamentarians could be well served by adopting
a new legislative or administrative framework to enforce better
alignment among the government's various financial reports.

Following this assessment, on May 17 we published a stochastic
debt sustainability analysis of the medium-term outlook presented
in budget 2022. The report provides a stress test of the govern‐
ment's financial position. Based on past experience, our results sug‐
gest that the government could maintain debt sustainability over the
medium term. However, our results also suggest that on balance,
there is upside risk to the budget 2022 projection of gross debt as a
share of GDP.

In addition to our reports, my office has also released indepen‐
dent cost estimates of selected measures contained in budget 2022,
including the mobility tax deduction for tradespersons and inden‐
tured apprentices and the luxury goods sales tax.

We would be pleased to respond to any questions you may have
regarding our analysis of budget 2022 or other PBO work.

Thank you, Mr. Chair.
● (1205)

[Translation]
The Chair: Thank you, Mr. Giroux.

[English]

We will move right to our first round of questions.

We have the Conservatives up first, with MP Chambers for six
minutes.

Mr. Adam Chambers: Thank you very much, Mr. Chair.

Mr. Giroux—and I see you have one of your staff with you to‐
day—thank you very much for appearing at our committee. It's
wonderful to have you here. I think back to the time before we had
the Parliamentary Budget Officer. I think the work that you and
your office do certainly makes our job as parliamentarians easier. It
also increases our confidence level in some of the financial discus‐
sions we have at this table. Thank you very much.

You mentioned that you did some work on the luxury tax. I'd like
to spend a bit of time there, but before I do, Mr. Chair, I'd like to
provide notice to this committee of a motion. I do not wish to de‐
bate this motion, but I did want to table it here publicly. I have sent
it to the clerk.

Following on the good work of the Parliamentary Budget Offi‐
cer, the motion is that this committee, in respect of the luxury tax,
will ask the Department of Finance to table a report to this commit‐
tee on or before September 19, which would include an economic
impact study of the select luxury tax items, including a breakdown
on the expected employment and expected tax revenue, on or be‐
fore October 24; that the Department of Finance provide a detailed
written progress report on the efforts by the department to address
some of the issues that we've heard; and that by November 21,
2022, the department reappear before this committee so that we can
discuss its findings.

The Chair: Thank you, Mr. Chambers. I'll ask if the clerk has re‐
ceived the motion and distributed it to members.

Yes. We have thumbs-up. Thank you.

Mr. Adam Chambers: Thank you very much. We'll discuss that
at a later date with my peers.

Mr. Giroux, thank you for providing some economic basis. We
have not seen an economic impact assessment done by the govern‐
ment of this luxury tax, so I was very interested in what you shared
with us.

At a high level, I saw some significant loss in sales, about $2.9
billion. The lion's share of that was affecting the vessels, the boat‐
ing industries—about 75%, or $2.1 billion. There are assumptions
that go into that, but I want to talk at a high level about what we
could expect to see, even just the direction of economic activity.
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Mr. Yves Giroux: As you pointed out, we did estimate the im‐
pact on sales from the introduction of a luxury sales tax on automo‐
biles, vessels and aircraft, and we found that the bigger impact
would be on vessels.

With the reduction in sales of vessels, we can expect a potential
reduction in the manufacturing of these vessels, and aircraft to a
lesser extent, and automobiles. However, we haven't done an eco‐
nomic study, because that would be a significant undertaking for a
small office like ours, so it's not clear whether there would be a full
substitution in exports for that loss of sales, or whether it would be
mostly imports or domestically produced goods that would be suf‐
fering. It would probably be a mix, but we have not done that study.

However, it is clear that with a reduction in sales, there would in‐
evitably be a reduction in the sales tax that would otherwise be col‐
lected. One can think about the GST, but there is also the provincial
sales tax and the HST.

In a nutshell, at a high level, that's what we can expect: a reduc‐
tion in sales of almost $2.9 billion over a five-year horizon, and a
commensurate reduction in sales tax collected.
● (1210)

Mr. Adam Chambers: Thank you very much.

I would obviously support your office's getting additional re‐
sources so that you can take on additional studies like that .

My high-level math shows that if you just looked at sales taxes—
federal and provincial sales taxes together—it's about $375 million,
holding everything else equal on $2.9 billion of sales. Just at the
highest level, if you net that out against what the government says
it will take in in revenue, it is going to have a substantial net nega‐
tive impact on the government's coffers.

Is that a fair assessment?
Mr. Yves Giroux: That's indeed a fair assessment. Because of

the reduction in sales, there will undoubtedly be a reduction in sales
tax collected, the extent of which is difficult to estimate, because
it's a niche market. Obviously, not every one of us buys a vessel or
an aircraft. I certainly don't, and I'm not in the market for an expen‐
sive car, but it's certain that there would be a reduction in sales tax
receipts.

The extent to which this will happen is an estimate, and because
it's a niche market, it's not straightforward to estimate what we call
an “elasticity”, the extent to which sales will respond to an increase
in prices from the luxury sales tax.

That said, we have looked at international experience and we
have used a peer-reviewed elasticity that we think is very defensi‐
ble.

Mr. Adam Chambers: Thank you very much.

Mr. Chair, I hear that doing some homework is better than doing
none, and I think this shows the government should be doing it.

Just quickly, this is the second time you have come to the com‐
mittee. You mentioned the timing of the budget and having MPs
able to review things. Do you want to expand very briefly on what

you would like to see in terms of the timing of reports and the
tabling of budgets?

Mr. Yves Giroux: That's a good point.

Ideally, there would be a budget that would happen earlier in the
cycle—for example, in February—so that budget items would be
reflected in the main estimates. As that is the vehicle through which
the government finances its operations, you then as parliamentari‐
ans, when you review the main estimates, would be able to make
the connection back to budget items, as opposed to having main es‐
timates that are not complete and that do not paint a complete pic‐
ture of the government's finances and so do not include the budget
estimates.

You'd have a much easier job, I would say, of approving or scru‐
tinizing government expenditures, or the government's requests for
money that would include budget items, which is currently not the
case with the budget tabled way after when the main estimates have
to be prepared and tabled.

Mr. Adam Chambers: Thank you very much, Mr. Giroux.
You're welcome to come back anytime.

Thank you, Mr. Chair.

The Chair: Thank you, MP Chambers.

As far as the motion is concerned, the clerk did receive it, al‐
though we do need it in both official languages for distribution.
Thank you.

We'll now hear from the Liberals for six minutes. Go ahead, MP
Chatel, please.

[Translation]

Mrs. Sophie Chatel: Thank you very much, Mr. Chair.

Mr. Giroux, thank you very much for being with us again. It's al‐
ways a pleasure to see you.

In "A stochastic debt sustainability analysis of Budget 2022",
you said that, "most future debt paths would result in a lower gross
debt-to-GDP ratio after five years". You also wrote that "it is likely
that the Government will meet its objective of maintaining a declin‐
ing federal debt-to-GDP ratio over the medium term."

Can you give us more details about the process used in this anal‐
ysis to reach these conclusions?

Mr. Yves Giroux: Of course. It's not an easy question to answer,
because the analysis is rather technical. For the econometricians
who may be listening, I would say that the analysis is based on a
series of analyses and simulations using the Monte Carlo method,
which has nothing to do, unfortunately, with the eponymous tax
haven. We made use of parameters from the past 30 years, meaning
from 1990‑1991 up to the period immediately prior to the pandem‐
ic. We consider the various economic variables, like GDP, inflation
and the interest rate, and observe how these variables behave them‐
selves over this lengthy period. We then put all of that into a model
whose starting point is right now.
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What do we get as the future trajectory of the debt if the econom‐
ic and macroeconomic parameters vary from what we have seen
over the past two decades? We get a distribution of the possible
scenarios, and that's what we base our estimates of probabilities on.
They're not really probabilities, but rather a range of possibilities
within which the government might or might not meet its objec‐
tives.

In short, we look at what happened in recent decades, we intro‐
duce the data into a model based on current parameters, and by
looking at the past, we can see what the future might hold for us.
This does not of course take extraordinary events like a pandemic
or a war into consideration, but it gives us a very good idea of the
future debt trajectory.
● (1215)

Mrs. Sophie Chatel: Have you factored the war and what we
know about it at the moment into your models?

Mr. Yves Giroux: We took it into account insofar as our point of
departure reflected it. If the point of departure is a period during
which inflation is somewhat higher, which is currently the case,
then we take that into account. However, we do not explicitly factor
it in the impact of war, like the war in Ukraine, to which you are
alluding, I would imagine. In other words, we do not allow for the
fact that it might continue and have even more significant impacts
on the world economy and Canada's economy.

Mrs. Sophie Chatel: So you took what we knew at the time into
account to determine the debt trajectory.

Mr. Yves Giroux: Yes, implicitly, we took it into consideration.
Our model enters the parameters as they were at the end of the fis‐
cal year.

Mrs. Sophie Chatel: In my view, one of the key points with re‐
spect to Canada's economic prosperity is really the debt-to-GDP ra‐
tio. Canada's ratio needs to be one of the most competitive within
the G7, the G20 and even the OECD.

So am I to understand that in this scenario, the trajectory is nev‐
ertheless healthy and positive?

Mr. Yves Giroux: Based on our simulations, the probability is
approximately two out of three that the gross debt-to-GDP ratio in
2026‑2027 will be lower than in 2021‑2022. It's therefore likely
that the gross debt-to-GDP ratio will be lower in five years than it
was in March. Of course, it all depends on numerous factors. The
future will tell.

In the current state of things, we believe that the probabilities are
fairly good, even though we don't know for sure. Two out of three
is nevertheless a fairly good scenario.

Mrs. Sophie Chatel: So we can say that the net debt position is
still better if we take away the impact of pension funding in
Canada, compared to Europe, where there is no pension funding or
future debts for pensioners. In short, the news is still better than ex‐
pected for net debt. That's my understanding of it.

Mr. Yves Giroux: Yes, the net debt should be lower than expect‐
ed.

On the other hand, what we did in this report is consistent with
what the International Monetary Fund is doing. Because financial

assets can play nasty tricks on us, particularly with respect to inter‐
national comparisons, we used gross debt in order to be consistent
with the International Monetary Fund's methodology. However, the
results should, overall, be in alignment, regardless of whether we're
looking at gross debt or net debt. The levels would of course be dif‐
ferent, but the trajectory should remain approximately the same. If
the likelihood of lower gross debt in five years is two out of three,
then the probabilities should be pretty much the same for net debt.

Mrs. Sophie Chatel: Thank you very much.

The Chair: Thank you, Ms. Chatel.

[English]

We now go to the Bloc and MP Ste-Marie for six minutes,
please.

[Translation]

Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

Good morning, Mr. Giroux and Ms. Yan. Once again, I'd like to
join my colleagues in thanking you for the work you do. It's very
helpful and widely used. It's very important for us to have access to
an objective point of view on everything pertaining to the budget so
that we can do our work effectively.

My questions will begin by addressing your note on the estima‐
tion of the sales tax for luxury goods, and the update to this note
that was published this morning.

I'll begin with a comment, a reminder to the effect that when we
talk about public debt in Canada, it's important to also look at
provincial debt. Just about every year, you provide an update in the
fiscal sustainability report. In the end, it's the provinces that bear
the financial burden.

The committee asked the Department of Finance whether it had,
before introducing the sales tax on luxury goods, conducted a study
on the impact on the targeted industries in order to identify poten‐
tial impacts, such as how many jobs and how much revenue would
be lost. This was not done, and I believe that it was a serious omis‐
sion.

I'd like to ask you some questions in order to clearly understand
what the boundaries of your study were.

You began by estimating the costs and revenue for the state, for
the federal government, but not their impact on the industries af‐
fected. Is that correct?

● (1220)

Mr. Yves Giroux: Yes, that's right Mr. Ste‑Marie. We estimated
the costs and revenue generated by the tax with due regard to the
fact that there would be decreased sales if prices were to increase.
There are of course people who will not buy these goods, or pur‐
chase them abroad, in the case of boats. We only took into account
the federal revenue generated by the introduction of a tax on those
automobiles, vessels and aircraft considered luxury goods.

Mr. Gabriel Ste-Marie: Okay, thank you.
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I'd also like to thank you very much for the transparency demon‐
strated in your note. You talk about all the sources of uncertainty
about what might happen after the taxes are introduced.

Did you use the same elasticity models for each of the sectors:
automobiles, vessels and aircraft?

Mr. Yves Giroux: Yes, we use the same elasticity, because there
is not much available data on demand elasticity for these types of
goods. They are not particularly popular. There are not a lot of in‐
ternational studies, or at least studies for markets comparable to
Canada's. The elasticity we used, if I recall correctly, is based on an
American study that was done in recent years. Elasticity was there‐
fore estimated to be -2.4 and I believe that was based on luxury ve‐
hicles. I'm trying to see in my notes whether that's really it, but I
believe it is. We didn't use separate elasticity for vessels, vehicles
and aircraft. We used the same figure, which, as you mentioned, is
a source of uncertainty.

Mr. Gabriel Ste-Marie: Yes, exactly. The purpose of my ques‐
tions is precisely to understand what the boundaries of the study
were, because we don't have much information owing to the few re‐
search studies that have been conducted in this area.

Of course I am particularly concerned about the aircraft sector,
because that's an important driver for the Canadian and Quebec
economy. Many people are worried about it.

For example, Bell Helicopter Textron will be affected by this tax
on sales of luxury goods. The company is wondering whether heli‐
copters were taken into consideration by your analyst in assessing
the measure.

Mr. Yves Giroux: I believe so. However, it would be useful to
check with the manufacturer, Bell helicopter Textron, to determine
what proportion of its sales are to individuals. I would imagine that
it's rather small, given that the market for helicopters is not a very
big one.

I would therefore tell you—very tentatively, and I'd need to con‐
sult the analyst—but I believe helicopters were taken into account.
Even if that's not the case, the results would be more or less the
same, because they likely represent a very small percentage of sales
in the aircraft category.

Mr. Gabriel Ste-Marie: Okay. Thank you very much.

The industry is very worried about the impact of this part of the
bill on business aircraft. The bill's intent is not to apply this luxury
tax on these aircraft and yet, according to the almost incomprehen‐
sible 170 pages of the soon to be adopted bill on the new tax, they
are. That's what we're being told.

There's the issue of the threshold and the activities of charter air‐
craft. When companies buy a business aircraft, and it is not in use,
they can allow a charter aircraft company to use it, and there is a
risk that the charter company will lease the aircraft for personal use.
In cases like this, the aircraft manufacturer might be subject to the
tax, even though it sold the aircraft to a company. In fact, if the air‐
craft is used for personal purposes for at least 10% of the time, the
20% tax could be applied.

In view of all this uncertainty, many clients have been cancelling
their orders from builders of business aircraft. Most business heli‐

copters and airplanes are exported, but the companies have to col‐
lect taxes. What they tell us is that they may have to wait a long
time, sometimes up to six or even nine months, before the taxes are
reimbursed. That generates significant cash flows, repercussions
and uncertainty.

The factors I have mentioned are not measured directly in your
note. But they should have been included in the Department of Fi‐
nance impact study, should they not?
● (1225)

Mr. Yves Giroux: You've raised an excellent point.

[English]
The Chair: We need a very short answer, please.

[Translation]
Mr. Yves Giroux: We did give consideration to the fact that

some legislative provisions included exemptions for business-relat‐
ed purchases. However, if provisions generate uncertainty, it's high‐
ly likely that buyers could postpone their purchases until the provi‐
sions, and how they will be applied, have become clear to them.

Mr. Gabriel Ste-Marie: Thank you very much.
The Chair: Thank you, Mr. Ste‑Marie.

[English]

We will go to the NDP and MP McPherson for six minutes,
please.

Ms. Heather McPherson: Thank you, Mr. Chair.

I would also like to echo my colleagues in thanking the witnesses
for being here today, sharing their expertise, and providing parlia‐
mentarians with the tools we need to do our job and to continue to
play an important role as opposition members. Thank you very
much.

My first question is for Mr. Giroux.

I understand that there was a costing note on the mobility tax de‐
duction for tradespersons and indentured apprentices. I'm wonder‐
ing if you would be able to walk the committee through the estimat‐
ed costs and what data went into your projections.

Mr. Yves Giroux: First of all, thank you for the compliment. It's
a team effort.

We looked at the data, based on Statistics Canada and some tax
deductions, and the number of persons—apprentices and indentured
tradespersons—who reported living at a certain distance from their
primary place of work. Based on the number of these tradespersons
and the estimated cost of travelling back and forth, we estimate that
the tax deduction would amount to about—and I don't have the
numbers in front of me—$100 million per year in tax relief for in‐
dividuals who would benefit from this tax provision—that is, those
who travel more than 80 kilometres to their place of work.

Ms. Heather McPherson: Thank you very much. That's obvi‐
ously very important for many working folks in Alberta. We have
situations of people having to travel a great distance to get to their
place of employment.
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Here is my next question for you. In your budget 2022 analysis,
you noted that the estimates and the budget once again had discrep‐
ancies. Would you be able to highlight some of the areas where you
noticed discrepancies, as well as explain why you think a more
aligned budget and main estimates process would be of benefit?

Mr. Yves Giroux: Dr. Yan just told me that in response to the
previous question, the distance is 150 kilometres. I apologize for
that.

With respect to your question on the alignment of the budget and
the estimates, it's fairly easy to see which items were not in the
main estimates that could have been in the main estimates. It's vir‐
tually all budget items that had expenditures or that have expendi‐
tures in the current fiscal year. Because the budget is not and was
not tabled before the production of the main estimates by the Trea‐
sury Board Secretariat, these items could not be included in the
main estimates. There are multiple expenditures that were included
in the budget that are not in the main estimates. The list is very
long. It's probably a few hundred items.

The impact is that when you as members of Parliament and your
colleagues in the Senate look at the main estimates, you don't have
the numbers when you look at specific departments or specific ini‐
tiatives, or even the totals. You don't have the full picture of the
government's plan when it comes to spending. You only have the
state of the world as it was on March 1, so anything that's in the
budget will be reflected later in supplementary estimates (A), sup‐
plementary estimates (B) or even supplementary estimates (C). It
makes your job significantly more complicated, because you have
to approve main estimates that are a very incomplete picture of the
government's plans when it comes to spending.

That's why I'm saying, and I've been saying for a little while
now, that it would be beneficial for transparency purposes and it
would facilitate your work as legislators if the budget items were
included in the mains. That would mean either tabling the main es‐
timates later or—and more easily done, I think—by tabling the
budget sooner, so that officials in the Treasury Board Secretariat
have sufficient time to incorporate these items into the main esti‐
mates.
● (1230)

Ms. Heather McPherson: You spoke of hundreds of examples.
Are there any that are particularly noteworthy from your perspec‐
tive that you could highlight, even if it's just a couple?

Mr. Yves Giroux: I could flip to any page in the budget. I have
the budget here, so I can look at several of the items. There are so
many things in the budget that I cannot think of one in particular,
but if you think of any departmental spending that's highlighted in
the budget, it is probably.... Any example is a good example, I
think. I would be remiss if I singled out one or two.

Ms. Heather McPherson: As much as we try to get you to sin‐
gle one out, I appreciate your honesty and integrity in not doing
that.

In your budget 2022 report, you mentioned increased spending
on tax compliance. I'm wondering if you could walk the committee
through what measures you looked at and what your findings were
with regard to that. We know CRA is quick to enforce tax compli‐
ance for low-income Canadians, but is less quick to enforce for

large corporations. I'd love to hear your insight on how budget 2022
chalks up in that regard.

Mr. Yves Giroux: In response to your previous question, addi‐
tional money for CRA that was not in the mains is a very good ex‐
ample. It could have been, had the budget been tabled earlier or the
main estimates tabled a bit later.

When we look at additional money for the CRA for enforcement
of tax provisions, we find that the expected returns that the CRA or
the government expects seem to be going down. That's a bit sur‐
prising, because the additional money that the government indicat‐
ed would be recovered through previous exercises or previous in‐
vestments or spending initiatives was slightly higher. There's not a
lot of detail, so it's a bit surprising in that it doesn't indicate to us
why the government would be expecting lower returns with this se‐
ries of additional spending for the CRA.

However, what we have also noted in the budget is that there's no
provision—or no explicit provision, at least—for subsequent activi‐
ties after additional audit activities. There's no significant amount
that's identified. Maybe it's there, but it's implicit rather than explic‐
it. There are no additional amounts for what will inevitably lead to
or result in additional opposition to and appeals of these additional
audits.

It's one thing that we have flagged in addition to an absence of
significant details on the areas that will be the focus of these addi‐
tional sums for CRA.

Ms. Heather McPherson: Thank you.

The Chair: Thank you, MP McPherson.

Members, that concludes our first round. Moving into our second
round, we have the Conservatives up. MP Stewart has five minutes.

Mr. Jake Stewart: Thank you, Mr. Chair.

My first question is to the Office of the PBO.

There was a stunning negative revelation outlined in your update
document, which stated that the new luxury tax will result in
over $2.8 billion in lost sales over five years. Someone called it a
“torpedo tax” before you ask the questions, and I think this might
work. I've heard it called this a few times. I've heard other members
call it a torpedo tax, and that is valid. I liken what this government
has chosen to do as being similar to a submarine targeting an unsus‐
pecting merchant ship in the dead of night. This government is fir‐
ing a massive torpedo at the Canadian car, boating and aerospace
manufacturing sectors, among others.

Considering the struggle that all sectors are having after the pan‐
demic, including manufacturing, are you of the opinion that this tax
needs to be put on hold or done away with altogether?

● (1235)

Mr. Yves Giroux: That's a question that I think is better an‐
swered by you collectively as parliamentarians.
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My job—and I like it a lot—is to provide you with the facts, the
numbers, and I it to people who have been elected who are collec‐
tively much smarter than I am to make these decisions. I'll provide
you with the numbers, and you collectively decide whether it's
worth pursuing and amending, or not. Therefore, I won't pronounce
on that.

Mr. Jake Stewart: I appreciate that. I was certain you were go‐
ing to bite on that, but I tried. I know what your job is and you do it
very well, by the way.

Obviously, I think the luxury tax is really hurting, and I think it's
the wrong thing to do altogether, but you know that's political, and I
guess you can't do that either.

The second question I have is this: Considering the 15% decline
in sales projected in the PBO report as a result of the luxury goods
tax, does the PBO expect job losses as a result of the reduction in
sales caused by the tax?

Mr. Yves Giroux: Normally we would expect, yes, some job
losses. The extent of these job losses would be determined after a
much more in-depth study of the market. By that I mean whether
there would be a greater impact on domestically produced vessels,
cars and aircraft, or whether there would be a bigger impact on im‐
ported goods.

Not having a very firm grasp of the market and the split between
domestic and foreign vessels, aircraft, cars, it's difficult to deter‐
mine the extent of these job losses, but it is quite clear that with
such a reduction in sales, there would certainly be job losses. How‐
ever, the extent of these job losses can only be determined after a
much more in-depth study of the market.

Mr. Jake Stewart: Thank you for your answer.

In view of potentially significant job losses as a result of the tax,
would it be reasonable, then, to expect a reduction in federal and
provincial income tax revenue due to jobs lost as a result of the tax?

Mr. Yves Giroux: It's clear that with a reduction in sales, there
would be a reduction in sales taxes, both provincial and federal.

With the reduction in sales, as I mentioned, there would be a re‐
duction or loss of jobs, but the subsequent reduction in personal and
corporate income taxes resulting from these job losses would obvi‐
ously depend on the magnitude of these jobs that would be lost as a
result of the reduction in sales. That would be something that could
be assessed once a deeper economic assessment is done, as some of
your colleagues have suggested the Department of Finance could
do. I think they'd be in a good position. After having performed that
economic analysis, they'd be in a good position to determine the
impact on government finances.

Mr. Jake Stewart: Thank you so much.

Mr. Chair, how much time do I have?
The Chair: You have about 30 seconds, MP Stewart, and I'm

trying to hold everybody to their time—
Mr. Jake Stewart: Sure, sure—
The Chair: —so if you're good there....
Mr. Jake Stewart: No, I have one last question.
The Chair: Make it very quick, and with a very short answer.

Mr. Jake Stewart: My last question is to the PBO.

Do you have any final comments on the luxury tax? Is there any‐
thing else you want to add on the tax itself?

Mr. Yves Giroux: I think, Mr. Stewart, you've asked all the right
questions, and I did my best to provide you with answers.

Mr. Jake Stewart: All right. Thank you.

The Chair: Thank you very much, MP Stewart.

Moving to the Liberals, we have MP Baker for five minutes.

Mr. Yvan Baker: Thanks very much, Chair. Thank you, Mon‐
sieur Giroux, for being here with us today.

I'd like to go back to Canada's fiscal position.

The budget that was introduced projects a declining deficit, get‐
ting down to, I believe, $8.4 billion in fiscal year 2026-27. I think
there's a conscious effort behind these numbers, and certainly the
decisions being proposed in the budget to achieve those numbers
demonstrate the government's commitment to seeing the debt-to-
GDP ratio decline. I think you spoke about that a little bit in your
interactions with Ms. Chatel.

On April 28, S&P Global Ratings reaffirmed Canada's AAA
credit rating. They noted S&P Global Ratings' “view that Canada's
high wealth, economic diversification, and ample fiscal and mone‐
tary buffers are helping the country recover from the impact of the
COVID-19 pandemic, and leave it well-positioned to face future
potential shocks.”

Mr. Giroux, my question is this: Do you agree with this assess‐
ment by S&P?

● (1240)

Mr. Yves Giroux: It's true that Canada's fiscal situation is quite
strong, especially compared with other G7 countries, so I have no
reason to disagree with the overall Standard and Poor's assessment.
That said, Standard and Poor's is in a different line of business from
mine. They're in the business of assessing credit risk for sovereign
countries and subnational countries, whereas I'm a couple of levels
down, trying to determine the long-term fiscal sustainability of gov‐
ernments as well as the costs of certain specific measures.

However, there's no fundamental reason to greatly disagree with
the Standard and Poor's assessment.

Mr. Yvan Baker: In your response just now, you spoke about
our fiscal position relative to other G7 countries. I'm not trying to
put words in your mouth, but I think you said something along the
lines that it's quite strong.

First of all, could you correct me if that's wrong or tell me if
that's correct, and then also explain to me why you feel that way?
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Mr. Yves Giroux: Well, when we look at the debt-to-GDP ratio
of G7 countries, Canada is, if not the lowest, probably the second-
lowest. We are certainly among the lowest. With the fundamentals
of the Canadian economy and what we know so far with respect to
the longer-term trends, the country is still in a fiscally sustainable
longer-term situation, and that includes at the federal level. In a nut‐
shell, that's why we can say that the situation is good, fiscally
speaking.

One of your colleagues, Monsieur Ste-Marie, talked about the
fiscal sustainability report that we regularly publish. In it we look at
the provincial situation as well as the federal situation. We will be
in a situation to release an updated fiscal sustainability report dur‐
ing the summer, so members of the committee will have some
pleasant summer reading with a report that will look at the sustain‐
ability of the federal and provincial governments in the country.

Mr. Yvan Baker: Thank you very much for that. I'm looking for‐
ward to spending my summer reading your work.

I have only about 60 seconds left, so I'll be very brief.

The government announced a strategic policy review. Do you
support such a review, and what recommendations would you have
for such a review of our spending?

Mr. Yves Giroux: That's an interesting question.

Undertaking a review with the view of reducing spending is a
policy decision on the part of the government. I'm not in the habit
of pronouncing as to whether specific individual policy items are
good or not.

However, as outlined in our note entitled “Issues for parliamen‐
tarians”, I would point out that if the government sticks with the
budget 2022 plan—and that includes a strategic review—that plan
would mean very, very small growth in operating and capital ex‐
penditures from 2024 to 2027. We have not seen that in a long time.
That would represent a significant departure from the last 10 or 12
years.
● (1245)

Mr. Yvan Baker: Thank you.
[Translation]

The Chair: Thank you Mr. Giroux and Mr. Baker.
[English]

We will now go to the Bloc.

MP Ste-Marie, you have two and a half minutes.
[Translation]

Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

As I have only two and a half minutes left, I'll ask my questions
in succession.

My first question is about the new tax on certain luxury goods.

This tax will increase the federal government's revenue, but it
will decrease provincial revenue because the number of sales will
drop and the provincial sales tax on such goods will apply to a
smaller tax base. I'd like confirmation that I've understood this
properly.

My second question is about Bill C‑19. I'm afraid that the com‐
mittee will not be able to fully study this mammoth bill of over
400 pages in length, and which includes many parts and divisions.

Do you and your team have any warnings for us, or anything
they would like to point out to us, in connection with Bill C‑19? I
don't know whether you've had enough time to examine the entire
bill, and Part 5 in particular.

I'm thinking, for example, of division 9, which concerns the Spe‐
cial Import Measures Act and other areas. Do you think there are
any dangers here?

Is division 15, which is about the Competition Act, put together
coherently?

And what of division 16, in connection with the Copyright Act,
and division 17, with respect to patents?

I'm also surprised to see, in a budget implementation bill, that
there should be a mention of the Civil International Space Station
Agreement Implementation Act. That's in division 18.

And division 19 addresses prison strip searches.

Suggested amendments to the Immigration and Refugee Protec‐
tion Act and the Employment Insurance Act are also found in this
bill.

Are you looking at all of that, because it's a budget implementa‐
tion bill, or are you somewhat overwhelmed, as we are, by the
scope of this bill?

Do you have any warnings for us?

Mr. Yves Giroux: Thank you very much for having asked these
two questions.

With respect to your first question, it's true that the tax on luxury
goods will increase federal revenue, but unfortunately decrease
provincial revenue, at least for provinces that have a sales tax on
goods of this kind.

Your second question was about warnings. We haven't studied
the parts or divisions that did not include financial provisions or
that did not generate considerable expenditures.

However, we did note that division 6 of Part 5 is identical to
what is in Bill C‑17. I'm talking here of the transfer of $2 billion to
the provinces to reduce health care wait times. These two provi‐
sions have exactly the same goal; at least that's how I understand it.
I believe that it is included because the government expects to have
Bill C‑19 adopted before Bill C‑17. We believe that this deserves
the attention of parliamentarians, to avoid duplication in the objec‐
tives and expenditures. We are, after all, talking about $2 billion.

Mr. Gabriel Ste-Marie: Thank you, Mr. Giroux.

The Chair: Thank you, Mr. Ste.‑Marie.
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[English]

We will now move to the NDP. We have MP Blaikie back with
us.

MP Blaikie, you have two and a half minutes.
Mr. Daniel Blaikie (Elmwood—Transcona, NDP): Thank you

very much. I'm glad to be back.

I wanted to follow up on questions about the CRA, particularly
the expenditures in regard to recovery and the diminishing return
you outlined in your report.

There's one thing I've been trying to get to the bottom of. I don't
know if it's represented in some of the numbers in your report or if
this would be in addition to them. I'm wondering if you're in a posi‐
tion to be able to provide any comment on the investment that the
government is making, including some money in this bill, to go af‐
ter people who applied in good faith for the CERB when they were
told to, who don't have much income themselves, who are already
living below the poverty line, and whom the government seems in‐
tent on pursuing for that money.

I'm wondering how good an investment you think it is to chase
the poor for money that they don't have, how likely government is
to recoup that money and if you're aware of any data. We've asked
government directly. I would say that we haven't had an adequate
answer on how many people they believe owe the government
money under this program, how many people are below the poverty
line, how much debt they think they're owed or how much they ac‐
tually expect to recover.

I'm wondering if you're in a position to be able to provide any
commentary on that as well in terms of what data is available, and
how it might help us understand the return on investment, so to
speak, although I don't think that's the appropriate term when we're
talking about people who are already in financial distress.
● (1250)

Mr. Yves Giroux: We don't have data specifically on CERB and
its successors, and the potential amount that was paid by mistake or
as a result of fraud, but I would think that CRA would quite easily
have at least partial data, especially if they do some recoupment be‐
tween what they paid and whether individuals who received CERB
also had other types of benefits or were not eligible because, for ex‐
ample, they were in receipt of income from full-time jobs, old age
security or the guaranteed income supplement.

It would be fairly easy for CRA to at least provide this commit‐
tee with some partial data on the amount it anticipates or expects to
have been paid in error or to people who were abroad, and all these
payments that should not have been made. I'm a bit surprised to
hear that CRA is not providing you with that information.

That's probably as much as I can say, not having received or
asked for any data on CERB paid fraudulently or by mistake. That's
probably as much as I can say.

The Chair: Thank you, MP Blaikie.

Now we're going to the Conservatives and MP Albas for five
minutes, please.

Mr. Dan Albas: Thank you, Parliamentary Budget Officer. I ap‐
preciate your presence and your team's work.

Officer, did your office anticipate the COVID-19 pandemic?

Mr. Yves Giroux: The short answer is no.

Mr. Dan Albas: Did your office anticipate the war in Ukraine?

Mr. Yves Giroux: Again, it's no.

Mr. Dan Albas: I don't blame you for that. I don't think the De‐
partment of Finance did either.

However, you've made a case here today that sometimes life
comes at you fast and that we have to be prepared as a government
and as a country for these unanticipated events. You've given some
suggestions here for parliamentarians to have a better lens on long-
term sustainability, like old age security benefits and child benefits.

How can the government report to Parliament better, so that we
can at least anticipate the expenses we know we will have?

Mr. Yves Giroux: First of all, I was worried when you asked me
if I had anticipated that. I was worried you would blame me for
that. Thankfully, you didn't.

In response to your question, it's not that difficult to provide
these long-term expenditures, or at least an estimate of these long-
term expenditures. We do that. We are a small office. As part of our
fiscal sustainability report, we incorporate longer-term trends and
projections when it comes to old age security, child benefits, equal‐
ization payments and transfers to provinces. It's not super-easy to
do, but it's doable. In fact, it's good practice, and recognized by the
OECD and other international institutions, that governments should
provide or undertake that type of long-term projection to have an
idea of whether their policies are putting the country's finances on a
sustainable or unsustainable medium and longer-term track.

We do that on an annual basis. There's no reason that the Depart‐
ment of Finance and the government could not do the same.

Mr. Dan Albas: I do hope government members are texting
Mona Fortier at the Treasury Board right now and asking for these
changes.

I would like to talk to you about your work in regard to what you
viewed as an underestimation by the Department of Finance of debt
servicing costs in the fiscal year 2027. I think you said it was by
several billion dollars.

Has that assessment changed since we've seen an uptick in inter‐
est rates?
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Mr. Yves Giroux: The department has not published, at least to
my knowledge, an updated estimate of the debt servicing costs.
You're probably referring to our stochastic debt sustainability anal‐
ysis, in which we indicate that there's a significantly higher risk that
the debt servicing cost will be higher than expected by the govern‐
ment due to the increase in debt and also the expected increase in
interest rates.
● (1255)

Mr. Dan Albas: The government has brought us essentially dou‐
ble the spending on our debt. They've essentially doubled our debt
load. They're not anticipating future events. They're not reporting to
Parliament what they know is already caked into the books. As you
said, they should be able to report on these things, and they have
yet to tell us what kind of deals they've cooked up with the NDP
when it comes to pharmacare or dental care or all these other things
that may happen.

Do you believe that the government needs to be more up front on
all of these things?

Mr. Yves Giroux: I certainly think there is room for improving
transparency, especially when it comes to medium-term and longer-
term fiscal forecasts.

As I mentioned on a couple of occasions, the budget that was
tabled in April lays out a fiscal track, but that fiscal track does not
include significant measures that were promised during the last
electoral campaign, notably pharmacare and additional funding for
mental health. There are also demands when it comes to increasing
national defence spending to meet the NATO target of 2% of GDP,
and there is tremendous pressure from provinces to significantly in‐
crease health care transfers.

All these pressures are there, and I think the government will
probably have to either agree to deliver on some of these commit‐
ments or else be clear that some of these cannot be met.

The Chair: Thank you. Thank you, MP Albas.

Now we're going to the Liberals and MP MacDonald, and that
will conclude our second round.

MP MacDonald, go ahead for five minutes.
Mr. Heath MacDonald: Thank you, Chair. Thank you, Mr.

Giroux and your team, for what you do. Hearing some of your ad‐
vice certainly helps us parliamentarians as we create policy.

I want to add a little bit to what my colleague said. Prior to
COVID-19, we were very fortunate to have economic stability. In‐
flation was exactly on target, and our unemployment numbers were
extremely good. I think we went into COVID-19 in really good
shape, and I think the recovery of our economy is certainly showing
the strength we had prior to that.

In your report, you requested that all governments at every level
expand their analysis to give a total Canadian perspective. Can you
elaborate on what you mean by that?

Mr. Yves Giroux: I assume you're referring to the fiscal sustain‐
ability aspect.

Mr. Heath MacDonald: Yes.

Mr. Yves Giroux: I refer to the fact that when we are looking at
longer-term or medium-term fiscal sustainability, we should also
consider other levels of government in our analysis of long-term
fiscal sustainability. It's one thing, for example, to look at the fiscal
situation of the federal government, but given that it's the same tax‐
payer supporting his or her municipal, provincial and federal gov‐
ernment, we also need to take into consideration the finances at the
provincial and municipal level, although we find in studying that is‐
sue that what matters the most for long-term fiscal sustainability is
the federal and provincial fiscal sustainability. That's what I mean
when I suggest that we take a whole-of-Canada approach, especial‐
ly in the context of fiscal sustainability.

Mr. Heath MacDonald: Thank you.

Recently here in Prince Edward Island there was a report about
so many millions of dollars left on the table relevant to COVID re‐
covery. It was interesting to hear about that and about how you
would decipher some of those challenges.

Our government expects to reduce spending by $9 billion over
four years, beginning in 2023. Just comparably—and I know you
answered some of this—how do we stand within our economic situ‐
ation right now, coming out of the past two and a half years? Can
you elaborate a little more on our fiscal positioning and our eco‐
nomic value going forward? Are we on the right trajectory?

Mr. Yves Giroux: With an expected reduction in deficits from
the very high levels of the pandemic, what we anticipate is a sub‐
stantial reduction in the deficit going forward, to about 0.3% of
GDP in 2026, if I'm not mistaken. If that materializes, that would
put the debt-to-GDP ratio on a downward trajectory, which would
be key in restoring Canadian long-term sustainability, at least at the
federal level.

However, as I mentioned before, that doesn't take into account
potential additional investments or spending items when it comes to
platform commitments of the 2021 election campaign, or calls for
Canada to increase its defence spending or health care transfers to
the provinces. However, that doesn't mean that if the government
were to fulfill all these commitments and respond favourably to
these pressures, it could not reach its debt-to-GDP targets or
achieve the reduced level of deficit; it would just mean that it
would require additional revenues and increased taxes.

All that is to say that we are on a relatively good track as a coun‐
try, when we look at the federal level, for a reduction in the deficit
and a reduction of the burden of the debt as a share of the economy,
but that depends a lot on what will be done in the future to respond
to pressures that the government is faced with.

● (1300)

Mr. Heath MacDonald: Thank you.

The Chair: Thank you, MP MacDonald.
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We want to thank the Parliamentary Budget Officer for appearing
before our committee. On behalf of all of the members of the com‐
mittee, thank you for your insights, your reports and the work that
you do, and for answering so many of our questions. We also thank
Dr. Yan, who is with you today.
[Translation]

Thank you, Mr. Giroux.
[English]

On behalf of the clerk, the analysts and everyone here at commit‐
tee, we thank you for appearing before us.

Members, on that, I want to let you know that Monday's meeting
will start at 3:30 rather than at 11 a.m. On Tuesday, FINA is meet‐
ing from 11 to 1 and again from 3:30 to 5:30.

On that, shall we adjourn?

Some hon. members: Agreed.

The Chair: Thank you, members. Have a great day.

The meeting is adjourned.
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