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MR. CHAIRMAN: The Committee on Public Utilities
and Natural Resources will come to order.

Mr. Bucklaschuk, do you have any comments for the
committee?

HON. J. BUCKLASCHUK: | don’t have an opening
statement, but | do have, | suppose, sort of a bridge
between last Tuesday’'s committee meeting and this
morning's meeting. Certainly one of the things | would
like to do, as a beginning, is to provide an explanation
of some of the documentation that relates to this rather
complex field of reinsurance.

As a matter of fact, members in the House yesterday
asked for an explanation similar to the one which |
provided to the media some two days ago. | welcome
the chance to clarify for all members of this committee
some of the misconceptions that have taken place over
the past week or so, and hope that this exercise will
serve to eliminate the confusion and, | dare say, the
innuendo surrounding this issue.

So, as | was able to do with the media, and that was
a technical explanation of the document, | would like
to explain in this committee the major documents which
my friends opposite required and requested and were
provided.

Prior to commencing, | would like to distribute to
members opposite, indeed to all members in this
committee, a copy of the report that was provided to
the board in July of 1984, this particular document
having been requested yesterday. That will now mean
that the members opposite, specifically, have received
all three major items referring to reinsurance that they
requested: the October 19, 1984 submission; the board
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submission of October, 1986; the board submission of
July 27, 1984.

With respect to the dozens of other documents that
members opposite have requested and the hundreds
of pages, | can indicate that we are reviewing them as
fast as we can and to the best of our ability with respect
to corporate confidentiality.

| might mention that while we’ve been bending over
backwards to provide information, unprecedented in
the history of the Corporation, |, personally, fail to
understand what connection a board submission on
seat belts or a board submission on the bilingual
program would have to do with the issue of reinsurance.

Nonetheless, these are some of the documents that
the members have requested, and we are doing our
best to accommodate them as soon as possible.

Now, perhaps, | could go into the technical . . . the
document that was circulated just a minute ago was
at the board meeting of July 27, 1984.

Could we now proceed into the overview of the
document that was tabled last Tuesday, | believe it could
be circulated, if members don’t have copies, and we
can basically go through the same exercise that | went
through with the members of the media last Tuesday
afternoon?

If all members of the committee now have that
document in front of them | can, perhaps, go through
it. The document indicates that the Corporation has
been involved in reinsurance assumed in that business
since the inception of the General Division in 1975.
Since then, the assumed business has experienced an
underwriting loss, before investment income, of $2.5
million on total premiums written of $54. 7 million - keep
in mind this document was developed sometime after
September 30, 1984, and was first seen by me on
October 19, 1984.

Continuing, it says: ‘‘During the past several years
the financial results of the assumed business have
deteriorated.” And that’s not unlike what was happening
universally at that time. “‘Underwriting losses for the
last three fiscal years were shown to be $712,000 in’81-
'82; $546,000 in’82-'83; and an estimated $3.2 million
in’83-'84.”” And | trust that all members of the committee
clearly understand that an underwriting loss is the
difference between the premiums earned and the claims
that have been incurred. It doesn’t take into account
investment income; it does take into account expenses
though. It does not take into account investment
income.

| think this statement, immediately below the table,
is extremely important. The results can be attributed
to long-tail losses on international proportional business
from prior years that were not properly or adequately
reserved for in the year they were underwritten. And
as all members know, in the reinsurance retrocession
business, it may take 3 years, 5 years, 10 years, 20
years for a claim to materialize and that is what is
meant by the term “‘long-term.”
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for anticipated claims, and I'm going to leave that 3.7
for the time being. You'll notice that there’s an $8.3
million in brackets. Now that figure would have been,
in a sense, drawn from the provision. We would have
already set aside monies to offset future claims, so
that 8.3 would come out of the reserve, $2.1 million
was anticipated in expenses. There were $5.8 million
anticipated in premiums earned, 2.1 in expenses. The
difference would be 3.7 and that money would be put
into the reserve to accommodate losses in the old book.
So the 3.7 figure is the difference between the premiums
earned and the expenses.

The bottom line for the old book would have been
zero, no operating loss, no operating profit, which is
very reasonable, because that book had already been
terminated and we would be running off claims against
premiums earned and against monies that were being
withdrawn from reserve.

MR. CHAIRMAN: Mrs. Carstairs.

MRS. S. CARSTAIRS: Mr. Chairman, a quick question.
Is this the proposal that was actually accepted?

HON. J. BUCKLASCHUK: No.

The question that was being asked is which of the
exhibits was accepted. The answer to that is Exhibit
1, although even it was modified.

| don't want to go through this exhibit year-by-year
because | think you by now get the pattern. The $8.3
million in anticipated claims that was projected is
accommodated in the’84-85 year; the 7.0 in the’85-86;
the 5.0, ‘86-87; 3.0 in ‘87-88; 1.0, ‘88-89. In other words,
all the claims that were projected in the early part of
October for the next five years would be accommodated
within that five-year time frame.

So the choice was how do you want to show these
future claims being run off. | want to go back to page
7 now, because this will relate the significance of the
exhibits to the bottom line in the General Division. As
you are aware, you have the financial report, it has two
sections: the Automobile Division and the General
Division. This is how it would impact on the General
Division. 1983-84, if there had not been a reserve set
up, the IBNR reserve, then with the operating loss of
3.2 in the reinsurance assumed section, the bottom
line would have shown a $1.9 million General Division
loss. However, if the reserve of $12.3 million had been
set up in’83-84, then the General Division would have
been showing a loss of $14.2 million.

I'll skip to the . . .

MR. D. SCOTT: Where does that reconcile with Exhibits
1 and 2?

HON. J. BUCKLASCHUK: Pardon me?

MR. CHAIRMAN: Mr. Scott.

MR. D. SCOTT: How does that reconcile with the
Exhibits 1 and 2? What do you add for the -
(Interjection)- Well, it does. I’ve been trying to match
and I've been successful at matching the two schedules
thus far and I've just lost on this one. The 1.9, does
that come off of the . . .
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HON. J. BUCKLASCHUK: The 1.9 figure would be the
sum of the various sections of the General Division;
that is, the property casualty, the liability, the reinsurance
assumed. It is actually an aggregate of a number of
sections within that division.

MR. D. SCOTT: Yes, I've got that.

HON. J. BUCKLASCHUK: However, if one chose not
to set up the IBNR reserve in 1983-84, but decided to
do so in 1984-85, because some of the anticipated
future claims would have been paid off in 1984-85,
there would have to be less put into the IBNR reserve
and the bottom line in 1984-85 would have read $11.7
million of a loss. This table could be projected to’85-
86, ‘86-87, ‘87-88. The claims would have been run off
during that period, but in every case you would have
a decreasing bottom line, all other things being equal.
As the summary says, the decision as to when assumed
IBNR should be recognized will impact the profit-loss
of the General Insurance Division. That is the bottom
line basically as it is anticipated.

Whether that IBNR was set up in’84,’85, ‘86, ‘87, ‘88
doesn’t make any difference, wouldn’t make any
difference to the real financial situation of the
Corporation. These claims that were projected were all
emanating from agreements that had been entered into
prior to May of'84. So this document provides you with
the choices that were to be made in 1984 as to how
you display the operations of the Corporation.

Now, if we can move to the document that was
provided to all members, or to the House yesterday,
and that is the document that was dealt with by the
board at its October 1986 meeting. Do we have that
document handy?

MRS. S. CARSTAIRS: Mr. Chairman, is that not the
document we’ve just been talking about?

HON. J. BUCKLASCHUK: No, no. The document that
we've just gone through is the October 18, 1984
document. Yes, all members wouldn’t have it because
it was only tabled in the House, 10 copies or so. So
perhaps we could circulate that at this time.

Maybe just so we can keep our document straight,
the document | tabled in the House yesterday and which
has just been circulated should be identified as October
10, 1986. It's shown right at the very top, October 10,
1986. The document that you were previously provided
with this morning for the first time - its headed up
Agenda No. 3 - that one should be identified as July
27, 1984.

Maybe, before we deal with the October 10, 1986
submission, we should deal with the July 27, 1984
submission so we can put those two documents in some
sort of proper context. The background is fairly
straightforward. The present situation outlines what
volume of business the Corporation was doing in the
reinsurance assumed field. Page 2, item 2 relates to
actual losses.

Maybe we should go through this so it can be read
into the record. It says: ‘“The underwriting losses
currently being experienced by the Corporation are
basically coming from the International Proportional
Book. Given the nature of these treaties, the losses
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been a lot of misunderstandings or confusion because
one thing was said with all good intentions or integrity,
and interpreted another way.

| take a bit of offence when the Member for Tuxedo
talkks about the reconstruction of figures. There has
been no reconstruction of figures. The Opposition has
asked for document after document after document.
We have provided copies of original documents, no
reconstructions. Therefore, I'm somewhat dismayed that
the Member for Tuxedo would be so loose with his
words as to make an allegation or innuendo of
reconstruction.

MR. G. FILMON: That is semantics . . .

MR. CHAIRMAN: Order, order please.
Mr. Bucklaschuk has the floor.
Mr. Bucklaschuk.

HON. J. BUCKLASCHUK: | think we all agree that this
is a complex issue. We have provided - we’ve been
very open about this, as has been indicated. Minutes
have been requested, minutes have been provided.
Where there has been confidential material within the
minutes, even access to the Opposition has been
provided. Documentation has been requested,
documentation has been and is being provided. This
term, word ‘‘reconstruction,” | would suggest, is most
inappropriate, and | wish the Member for Tuxedo would
acknowledge that.

With respect as to whether or not this was a serious
matter, I've already said that | was concerned about
the reinsurance area. | have said that from the time |
was appointed. Within a month or so, that was part of
the first question | raised about the finances of the
Corporation. | have maintained an interest and a
concern about that area since that date. I've said,
“‘serious.” The Member for Tuxedo doesn’t say ‘‘serious
or world shaking’’; “‘pretty major losses” were the words
the member used. | agree there were major losses,
whether it be $12 million - and these weren't losses
incidentally; these were anticipated claims. A loss is
not a claim, an anticipated claim is not a loss.

| agree that whether it be $12 million or $24 million,
it is a matter of concern. However, when a document
is provided, a document that is not solicited, a document
that says, here is a plan how these potential claims,
anticipated claims, can be dealt with over the next five
years.- (Interjection)- Mr. Chairperson, I'm being
distracted somewhat by the Member for Pembina.

MR. CHAIRMAN: Order pl , order pl

| have recognized Mr. Bucklaschuk, and I've reminded
members of the committee before that when | recognize
someone, they have the floor. Other members wishing
to speak may seek recognition. When they are given
the floor, they will then have the opportunity to make
comments and put them on the record like any member
of this committee. Could | please have some order?
Perhaps we can delay our proceedings while members
do come to order.

Mr. Bucklaschuk.

HON. J. BUCKLASCHUK: The document provided to
me in October of 1984, projecting anticipated claims,

25

was a matter of serious concern. However, as |
indicated, options had been developed as to how those
claims could be accommodated over a five-year period.
There is a problem, there is a resolution. Is it still a
serious matter?

It's still a serious matter but it's not earth-shaking,
particularly in view of the July document that | tabled
earlier this morning that indicated, and | quote:
‘“Management is confident that the Reinsurance
Department has the expertise and resources to return
the portfolio to profitability over the next four years.”
Anybody in the industry knows that there are times
when you do take losses, but you don’'t work on a one-
year time frame. You work on a 5, 10, 20, longer time
frame. When a problem has been identified, when a
resolution to the problem has been developed which
will resolve the problem in a five-year time frame, that
| do not consider to be an overly serious matter.

However, when the report that is indicated under way
in July of’84 materializes some two-and-a-half years
later, and at a time when you would expect that some
of the anticipated claims have been run down and run
off and that the anticipated claim total should be less
than what you start out with in 1984, when you find
that it is $36 million or $42 million, whichever figure
you want to choose - $42 million - then the magnitude
of the problem then is of major concern. Even if one
wanted to continue with the past practice of a five-
year program, one would still be facing a horrendous
anticipated claims figure at the end of the five-year
program.

No elaborate scheme was developed by this Minister.
A paper was developed, unsolicited. Options were
presented. The Minister indicated a preference for an
option, fully believing it to be in accordance with
accepted accounting principles. One would not expect
that an option otherwise would be presented. That is
not an elaborate scheme; that is a choice that was
made.

Now insofar as the board is concerned, | would
assume that discussions that | had with the chairperson
and the general manager as to this particular area would
have been conveyed to the board. | know there are no
minutes to reflect that. | know there are no submissions
to reflect that, but it's not unusual for verbal reports
to be made. | did not direct the board. | don't direct
the management of the Corporation. | don't sit in, |
didn’t at that time as the Minister responsible attend
very many board meetings. That's why we had a board,
and that's why we have boards.

So the comments, | think, made by the Member for
Tuxedo can be responded to in that manner.

MR. G. FILMON: Mr. Chairman, we now have on the
record another contradiction, because clearly the
Minister said at the last meeting that the board did
not make the decision. The decision was made by him
and the chairman of the board and the president, and
that two of the three of them, being the political people,
made that choice.

The fact of the matter is now he's saying he thought
the board was aware of it.
HON. J. BUCKLASCHUK: Assumed.

MR. G. FILMON: He assumed the board was aware
of it. Thats a total contradiction of what he said last
night.
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wonder whether there’s anybody among staff who would
know who initiated that report, who could tell us.

MR. R. SILVER: It's my understanding that the previous
general manager had, about July, asked for an analysis
to be done on the portfolio. Beyond that there was no
instruction given. The reinsurance manager and the
controller took it upon themselves to initiate this report.

MR. G. FILMON: They also took it upon themselves
to provide the options?

MR. R. SILVER: Mr. Chairman, they prepared the paper.
| feel somewhat constrained about speaking about
management practices in the past. Perhaps | would
respond to the issue by saying that in MPIC today the
recommendations that go forward to the board are the
recommendations that | endorse, and | make a practice
of putting recommendations forward to the board.

MR. G. FILMON: | wonder if | could ask that the general
manager, or at least the president, do some research
into that and try and attempt to show committee, or
at least to inform committee, at its next sitting, as to
how that report was initiated and who came up with
the recommendations - the options, rather.

MR. R. SILVER: Mr. Chairman, | believe I've responded
to that question to the best of my ability and the
recollection of the people here. The report itself was
initiated from the staff level. They prepared the options,
as it were, and an earlier understanding is the report
was then forwarded to the then senior vice-president
of General Insurance. How it was dealt with from that
point onwards is not known.

MR. G. FILMON: The options were prepared by the
controller and the manager of reinsurance?

MR. R. SILVER: That's correct.

MR. G. FILMON: And there’s no way of finding out
from the two of them, who | believe are still on staff,
why they would have taken it upon themselves to
prepare those options?

MR. R. SILVER: Recollections do fade over time. It
appears that in all likelihood there was some direction
given from senior management as to the preparation
of the documents. The options were options that were
created by the staff. They were stated in the manner
that they were and without reference to external auditor,
because staff recognized that those numbers were soft
anc i:2t the data base was soft, and more work would
need tc be done before a proper representation of risk
exposure could be done.

MR. G. FILMON: That leads directly into the comments
that are in the 1986 report that we got yesterday,
comments about the reference to external auditors, the
data being soft, and so on.

On Tuesday, the Minister indicated that the external
auditor hadn’t been involved with the knowledge of the
magnitude of the losses, that 12.1, and -(Interjection)-
Well, he’s shaking his head, so maybe | should read
what he said at that time.
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| can’t find it at the moment, Mr. Chairman, but I'll
accept his assertion that the external auditors were
involved. So the question then becomes . . .

HON. J. BUCKLASCHUK: Mr. Chairman, just on that,
| have no idea. | think that's what | said. | don’t know
what discussions took pilace between senior
management and external auditors.

MR. G. FILMON: The report that was tabled yesterday
says, ‘“None of the above . . . ‘‘referring to the options
that were used in order to determine what action would
be taken in reporting the 36 million loss in this year’s
financial statement. It says and | quote, ‘‘None of the
above has been discussed with or tested by the external
auditors. It is certain that the external auditors will be
seeking our calculations for IBNR. To set up any amount
that the auditors do not agree with could result in a
qualified audit report. For the year ended October 31,
1984, an additional IBNR of 2.25 million was set up at
their request.”

My question then becomes, who discussed with them
the losses that should be set up, that resulted in a
determination of 2.25 million IBNR, and on what basis
did they approve that amount? What information were
they given? Were they given the full information about
the 12.1 million of projected claims?

MR. R. SILVER: The vice-president of finance would
certainly lead the discussions with the external auditors.
That’s a normal function of that position. Those numbers
were not shared with the external auditor. It was a
recognition within the Corporation that the numbers
were soft and there was some question as to how firmly
anyone should interpret what was represented there.

The statement in the October 10, 1986 submission
to the board is not entirely accurate. | would correct
it now because | am more fully aware of the facts. For
the year ended October 31, 1984, management of the
firm had proposed an IBNR provision of $1.5 million.
The external auditor had debated the points of IBNR
with management, and as a result of those discussions,
an additional IBNR of $750,000 was established for a
total IBNR provision in fiscal year 1984 of $2.25 million.

MR. G. FILMON: The discussions did not involve
revelation of 12.1 million of potential claims to them,
so they were just picking a figure, more or less, at that
point in time?

MR. R. SILVER: The discussions did not reflect that,
but the discussions and the considerations of IBNR in
that year did reflect the past practice in the Corporation.

MR. G. FILMON: Mr. Chairman, | know that there are
many others who want to get the floor and ask other
questions. | just have one final question to leave with
the Minister, and that is, that his report which was tabled
- the October 1984 report upon which he made his
decision - chose one of the three options to spread
out the losses and not show publicly the 12.1 million
loss.

The second sentence in it says, and this is the
Minister’s explanation as to the fact that they were
starting to demonstrate the knowledge of major losses,
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One, or was he brought in specifically to prepare a
report on the reinsurance industry within MPIC?

MR. R. SILVER: Mr. Dabo was brought in on May 1,
1984 to be the reinsurance manager.

MRS. S. CARSTAIRS: When exactly was Mr. Dabo
informed that Mr. Laufer had concerns about the
reinsurance industry? When did he begin his own
internal study of that industry?

MR. R. SILVER: Mr. Chairman, his own internal study
commenced at Day One. Mr. Dabo had been in the
reinsurance brokerage business. He had industry
familiarity with what MPIC was involved in, and from
Day One he immediately began his review.

MRS. S. CARSTAIRS: Presumably, the review was
begun because of the general manager’s concern with
losses which seemed to be getting higher and higher
and higher. For example, the general loss, if one goes
back to 1983, was only $6,000 but, by 1984, it had hit
$4.8 million. Was that the rationale for this, presumably,
in-depth study?

MR. R. SILVER: Mr. Chairman, at this point, one can
really only speculate on Mr. Laufer’s motives. Mr. Dabo
does not have any recollection of any direct
conversation with Mr. Laufer that would lead him to
understand what the purpose was or what the concerns
were.

(Mr. Deputy Chairman, M. Dolin, in the Chair.)

MRS. S. CARSTAIRS: But, presumably, one of the first
things that Mr. Dabo did, having only been employed
in May, was to prepare this report which was then
submitted to the board of MPIC on July 27, 1984. Is
that correct?

MR. R. SILVER: One of the very first things he did was
put input into that July 27, 1984 report, correct.

MRS. S. CARSTAIRS: In this report, it is already a
serious question posed, is the $5 million IBNR enough
to cover the past losses, followed by the sentence, “It
would appear not.”

MR. R. SILVER: Mr. Deputy Chairman, | can really only
respond to this in sort of Monday morning
quarterbacking on a document which | did not prepare.
The document does say that it would appear, as
recollection because | have now lost my copy of it, but
the document does say that the losses would tend to
peter out from a high of $3 million. “Underwriting losses
should be anticipated from a peak of $3 million in’'84,
down to a breakeven point in ‘88."

It may indeed be possible, on Monday morning if
you will, to read some element of concern out of here.
| think, and | really try to be neutral on all of this, it
is equally possible to read some amount of comfort
provided in this. The losses will work themselves down
to a breakeven point in ‘88. Management is dealing
with the issue; the steps have been taken. | don’t think
| would consider this an alarming document.
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MRS. S. CARSTAIRS: | regret that Mr. Silver has to
play Monday morning quarterback, and that’s why |
asked if he wanted us to ask questions directly to Mr.
Dabo.

In page 3 of that report of July 27, 1984, | would
like it explained to me just what is meant by: “The
Corporation’s losses are very manageable.” Then the
Corporation wrote: ‘‘Between 1979, | would assume
losses from $2 million in that year, or 2.2 million, up
to 11.1 million in 1983, or an anticipated 11.6 million
in 1984." Is that a correct reading of that document?

MR. R. SILVER: Mr. Deputy Chairman, | am confident
- and | can clarify my confidence with a question to
staff - but | am confident that a submission to the
board was prepared by senior management, and the
wording there would be senior management’s wording,
not Mr. Dabo’s. | will clarify that point.

Mr. Deputy Chairman, | wonder if | might ask Mrs.
Carstairs or a member of the committee for repetition
on the question, please.

MRS. S. CARSTAIRS: | just wanted a clarification of
page 3, which says: ‘“The Corporation’s losses are
very manageable, because the size of the book was
fairly small until recently, indeed the Corporation wrote.”
Now are those losses or, as the member of the
committee seems to indicate, they are premiums. What
are they?

MR. R. SILVER: Those are premiums.

MRS. S. CARSTAIRS: What has not been clear to me,
going through all the annual reports of the General
Insurance Section of MPIC, is just what were the
reinsurance losses year after year, because they get
buried somewhere in the middle. | ask that question
because, going back earlier in other reports,
interestingly enough, 1976, 1977 and 1978, there is a
statement of just what those reinsurance losses are.
All of a sudden, in 1979’s annual report, that line in
the figure disappears.

Now | understand that was not this government’s
but | wonder why it disappears, particularly when the
accounting guidelines which are published for property
and casualty insurance in November 1981 state very
clearly: “It is desirable for a property and casualty
insurance company to disclose in summarized form
reinsurance.” It goes on to actualy give an example
of the type of disclosure which should be followed: “In
addition, the company has obtained reinsurance having
an upper limit and which limits the company’s liability
in the event of serious claims.” Why is that kind of
accounting practice not followed, since it is prescribed
in accounting guidelines?

MR. R. SILVER: | am given to understand, Mr. Deputy
Chairman, that those guidelines relate to ceded
reinsurance, not assumed reinsurance. If that is not
the case, | certainly can’t speculate on why accounting
guidelines and practice may not have been followed
in the past.

MRS. S. CARSTAIRS: Mr. Deputy Chairman, the
accounting guidelines changed in April of 1986. They
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meeting, so | have no way of knowing whether or not
the board had seen this document that was under
discussion on October 19, 1984. | am led to believe
that they were unware of that document.

MRS. S. CARSTAIRS: Is it not inappropriate for a
Minister and, in turn, the general manager of a
corporation to present to a board, financial documents
upon which they have to give their approval, without
presenting them also with the documents upon which
that decision was based?

MR. CHAIRMAN: Mr. Bucklaschuk.

HON. J. BUCKLASCHUK: That question, | don't think,
is properly worded. The Minister does not, at any time,
provide a submission to the board. The submission is
provided by management.

MRS. S. CARSTAIRS: But, Mr. Chairman, that is the
whole point. In this case the Minister made the decision
as to how those financial documents would read. Having
made the decision about how the financial documents
would read, he then, through the general manager,
submitted them to the board but the board wasn't given
the information upon which to make their decision.

HON. J. BUCKLASCHUK: The Member for River
Heights forgets one thing, that the chairperson of the
board was one of the members at that meeting, and
therefore, when we are discussing a matter, whether
it be a financial statement or a policy matter, if the
board chairperson is there, the general manager is
there;.l can only assume that the substance of those
discussions is transmitted to the board. | cannot confirm
it, because | didn’t attend the board meetings at that
time, | would only assume the substance would be
transmitted.

MRS. S. CARSTAIRS: Did the Minister, Mr. Chairman,
at any time, indicate his desire that the board, and
indeed the external auditors, should be brought into
full knowledge of the basis upon which the decision
was made?

HON. J. BUCKLASCHUK: That would be an
assumption that goes without saying, that whatever |
was privy to, certainly the board would be privy to. The
chairperson of the board being present at the meeting
represents the board. | would expect that the
chairperson shares any and all information with the
board.

MRS. S. CARSTAIRS: The chairman, Mr. Chairman,
is a political appointee. The Minister controls that
political appointment. If the Minister gives a signal that
he does not wish information to be given to the board,
is he not aware that that signal may be accepted by
the political arm of his government?

HON. J. BUCKLASCHUK: Mr. Chairperson, the
Member for River Heights makes an assertion that the
chairperson is a political appointee. | dare say that all
chairpersons, whether they be at the municipal, federal,
provincial levels, are political appointees. | mean that
is so obvious.
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However, the member, implying that somehow | would
direct the chairperson of the board to withhold
information from the board, is something | do not
accept. That direction was never provided and will never
be provided by me either.

MRS. S. CARSTAIRS: Mr. Chairman, we now have a
36.7 million loss in MPIC. Is that loss for the year 1985-
86, or is that loss a cumulative loss from the period
1981 to 19867

MR. R. SILVER: Mr. Chairman, the 1986 annual report
reflects the . . .

MRS. S. CARSTAIRS: Excuse me, Mr. Chairman, but
| find it very difficult to hear.

MR. CHAIRMAN: Order please.

I've reminded members previously that if they have
comments to make, they seek recognition, and make
it at that point. If people have private conversations,
they will have to continue them outside of the committee
rooms.

Mr. Silver.

MR. R. SILVER: In response to the member’s question,
the 1986 annual report and financial statements include
a provision which has been established in respect of
future potential claims that we anticipate will come to
the Corporation, arising from business that had been
transacted by the Corporation in reinsurance, or
perhaps more appropriately, retrocession agreements
prior to May 1984.

It is to be determined by time whether or not the
claims will in fact total $36 million.

MRS. S. CARSTAIRS: Mr. Chairman, there has been
the statement by the Minister on a number of occasions
that he received this preliminary report in October of
1984 and the further report was received in November
of 1986. Is that correct?

HON. J. BUCKLASCHUK: The board minute in
November 1986 reflects receipt of the document in
October of 1986. I'm out one month.

MRS. S. CARSTAIRS: Mr. Dabo, Mr. Chairman, was
brought on in May of 1984, and one of the first things
he did was to commence a re-examination of our
reinsurance portfolio. | find it incredible to believe that
in a fast-paced industry like the insurance industry, that
he prepares a preliminary report in July of 1984 and
no other report is prepared between July of 1984 and
October of 1986. Were there no reports on the
reinsurance industry submitted to the board between
July of'84 and November of 1986 or October of 19867

HON. J. BUCKLASCHUK: As | indicated previously,
the Corporation did not have expertise on staff in the
reinsurance field prior to the arrival of Mr. Dabo in May
of 1984. There were a number of steps that were taken
during the time of our administration to try to address
this problem, starting with a review being carried out
by the former general manager in 1983, recognizing
that there was a potential problem, and with the hiring

















