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some $6.8 million compared to 1.5 million just one year
ago.

Now it would appear to me, as a non-educated
observer of balance sheets, that given the loss that is
incurred and given the dramatic increase in accounts
receivable year-over-year on virtually, | might say, the
same almost identical sales - well no, sales are up
about 2.3 million, but cost of sales are up substantially.
But basically, it appears to me from the balance sheet
that this company, MTX Telecom Services inc., is going
in exactly the wrong direction. It’s got a lot of accounts
receivables out there, and it's got a lot of liabilities to
the parent company. That, to me, may well translate
into a substantial exposure to the Manitoba Telephone
System. | hope we can, during the course of this
morning, come to some understanding of what that
liability might be.

Now can | ask some more general questions just on
Page 1 of the - oh gee, 'm not even on Page 1. The

- pages aren’t numbered in the Telecom Services. We

have in the notes, Note 3, ‘‘Related Party Transactions,”
which stems from accounts receivable, where we are
to refer to Notes 2, 3 and 4 to determine what'’s involved
in the $7.779 million accounts receivable. We are
referred to interest charged to MTX by the System on
notes and advances made to MTX during the year, a
total of $545,000 of interest charged according to Note
3.5. Now can Mr. Plunkett explain the dramatic increase
in interest payable to the Manitoba Telephone System
from 1984, where it was 68,000, to 1985, where it is
now 545,000.00?

MR. D. PLUNKETT: The increase in interest expense
or interest charges to MTX by MTS is mainly due to
the increase in accounts receivable, and they are the
advances from the parent, Mr. Chairman.

MR. D. ORCHARD: The increase in accounts
receivable, are we talking about the $7.779 million of
accounts receivable, or does MTX owe MTS money
and it’s on their accounts receivable, in other words,
MTS’ accounts receivable that interest is being
charged?

MR. D. PLUNKETT: Mr. Chairman, the interest is on
the $6.796 million, which is the accounts payable to
the parent, MTS. I’'m sorry, it’s due to parent - pardon
me.

MR. D. ORCHARD: And that figure is $6,796,771.00?
MR. D. PLUNKETT: That’s correct, Mr. Chairman.

MR. D. ORCHARD: Now those accounts payable to
the parent company involve what transactions?

MR. D. PLUNKETT: Mr. Chairman, it's the ongoing
business process of advancing funds to MTX to meet
their obligations to suppliers.

MR. D. ORCHARD: So those aren't really accounts
payable. Those are notes and advances from MTS to
MTX?

MR. D. PLUNKETT: That’s correct, Mr. Chairman.
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MR. D. ORCHARD: Now in terms of the accounts
receivable of $7.779 million, Mr. Plunkett, can you
provide to us - if | can find my correct page here. First
of all, that is the accounts receivable as at March 31,
1985. What are the accounts receivable today?

MR. D. PLUNKETT: Mr. Chairman, I'll have to get that
information, and provide it later.

MR. D. ORCHARD: Mr. Chairman, that might present
a problem in completing discussion of MTX today, if
that information was not available this morning. You
see, Mr. Chairman, what | want to get into is | want to
find out the value of the accounts receivable today
because, in the Manitoba Telephone System Report as
well as in the MTX report, there is that note in here
that the recoverability by MTX of the investment in
SADL and the related trade receivables described
above is uncertain at this time. That is already almost
a year-and-a-half old information.

What | want to determine is the accounts receivable
position today. | would like to have an aging schedule
of those accounts receivable to see whether they are
significantly overdue. | want to have the System’s
assessment of how collectable they are today. | want
to know whether the interest on the notes is being paid
by the customers who owe the money to MTX, and
what the interest rate is. All of those questions are
important to determine the financial viability of MTX
and what the financial drain may or may not be on
MTX because, as the Minister is well aware - and I'm
not sure the total guarantees that are offered by MTS,
but | know that MTX has a guarantee of $3 million on
receivables to the banks, which is supported by a Letter
of Comfort from MTS, so that there is an exposure to
MTS of $3 million there. In addition, it is my
understanding that MTX has a Province of Manitoba
guarantee of $4 million. So we’ve got $7 million worth
of guarantees, and we've got over $7 million worth of
accounts receivable.

MR. D. PLUNKETT: Mr. Chairman, most of that
information that has been requested will be difficult to
provide this morning. We can talk in general terms
about the accounts receivable, the make-up of them
and how they came about, but | cannot provide aging
or the total amount of interest charged on the accounts
receivable, nor the specific interest rates. But | can
reply in general terms, if that would be satisfactory.

MR. D. ORCHARD: Mr. Chairman, | guess that’s going
to present some difficulty in concluding today, because
| think there is a significant warning in the MTS Annual
Report, as well as in the MTX Annual Report, on these
accounts receivable to determine the financial health
- and this is our only opportunity to do this - of MTX,
and we really need to have that kind of information.

So what | would suggest is | will carry through maybe
with a series of questions, which may or may not be
able to be answered this morning, and then if we could
meet, and | hate to do this because I’'m busy in the
next week and a half with Health Estimates, but maybe
we could reschedule a second meeting for an hour or
so to go through MTX at a later date.

So can | start off by asking whether there are any
other guarantees that MTX is offering to its creditors


























