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MATTERS UNDER DISCUSSION: 

The Annual Report for Manfor Ltd. ,  fiscal year 
ending December 3 1 ,  1 987. 

Mr. Chairman: I would l i ke to call the committee on 
Economic Development to order at th is point .  We have 
a resignation to deal with .  

"I  wish to  res i g n  from Econo m i c  Development  
Committee, effective M arch 23 ,  Jerry Storie, F l in  Flon. "  
Do we have anybody w h o  would l ike t o  b e  nominated 
to be replaced? 

Mr. Elijah Harper (Rupertsland): Yes, I nominate J ay 
Cowan. 

Mr. Chairman: Mr. Cowan has been nominated. All i n  
favour? (Agreed) 

N ow I would l ike to ask the M inister in charge to 
make his opening comments at this t ime. 

* ( 1005) 

Hon. Jim Ernst (Minister responsible for Manitoba 
Forestry Resources Limited): If the M e m bers of 
committee agree, what I would l ike to do is  proceed 
with any further q uestions with respect to the annual 
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report bringing it to a point where it can be passed. 
At that point,  I then would invite the M inister of Finance 
(Mr. Manness) and his consultants here to make a 
presentation of about 40 minutes or so detai l ing the 
aspects of the d ivestiture of Manfor, fol lowing which 
he and the consultants also would be avai lable to 
answer questions of the committee. Do we have general 
agreement then amongst the Members of the committee 
that would be a prudent course to fol low? 

Mr. Kevin Lamoureux (lnkster): Mr. Chairperson ,  
m aybe then I can  ask the  M inister, if we were to agree 
to something of that nature, then would it be safe to 
assume that the presentation and q uestions regarding 
the sale and d ivestiture of Manfor-if  necessary, we 
can go on to an indefin ite t ime later on this afternoon. 

Mr. Ernst: I am not sure whether we can go on for 
an indefin ite t ime today. We may wish to have some 
further meetings of the committee if there are further 
q uestions or time has been used up  and all q uestions 
have not been answered. 

Mr. John Angus (St. Norbert): In order of expediency, 
I would certainly assent to what the M i nister has 
suggested, however, with the forever privilege of coming 
back to ask q uestions on the annual report before it 
i s  p assed as a result of i nformation that comes out 
from the d ivestiture introduction. I th ink  that is only 
reasonable. So we can agree that the two-year-old 
report is sound and that the questions are there and 
move right up  to that point of not passing it ,  but there 
may in fact be some q uestions that arise as a result 
of the d ivestiture in  relation to the reports that are on 
the table. 

Mr. Ernst: Presumably, Mr. Chairman, those q uestions 
w o u l d  be asked d u ri n g  the d i vest i t u re c o m ment 
process. If that is i n  general agreement, Mr. Chairman, 
then at the last meeting of the committee the Member 
for Wol seley ( M r. Tayl or) had requested a certa in  
engineering report with respect to a sp i l l  o f  Bunker 
"C" oi l  at the Manfor site. I am prepared to table today 
the report along with a letter from Manfor which 
indicates the p rocess throug h  which they are going to 
resolve the situation. 

* ( 1 0 1 0) 

Mr. Chairman: Okay, Mr. Min ister, we are going to 
have these reports delivered to al l  Members of the 
committee now. 

At this t ime, I would ask committee Members, so 
that they have an opportunity to q uestion the M inister, 
does anybody h ave any questions in regard to the '87 
annual report? 

Mr. Angus: At the conclusion of the meetings, I asked 
for a very brief report on the new marketing strategy 
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the mi l l  had taken at tremendous capital expense to 
address new markets, how successful that program 
had been and the overall d i rection that the corporation 
had taken. Mr. M inister, you wil l  remember that question. 

Mr. Ernst: I d o  remember at the closing of the last 
meet ing the Member for St. Norbe rt (Mr. Angus) d id  
ra ise certa in  q uest ions  w i th  regard to market i n g  
strategies. C a n  t h e  Member f o r  S t .  Norbert clarify the 
q uestion of this major capital expense that created a 
new marketing strategy, exactly what is it he is referring 
to? 

Mr. Angus: That is fair. M r. Chai rperson, through you 
to the M i nister or  to M r. Demare, the mil l  had a 
d ownswing approximately three years ago, and I am 
going from memory. At that t ime, they were changing 
equ i pment, br inging in  and taking new strategies in 
terms of the product to address a North American 
market. They were producing a high-quality kraft paper, 
M r. Minister, if you were not aware of that. They were 
one of the very few mi l ls in  North America that was 
doing that. lt was done before your t ime and in the 
former administration at great expense. I was led to 
bel ieve that was one of the reasons why there was a 
loss dur ing that particular year, and it was to add ress 
new o p p o r t u n i t ies .  lt a p p arent ly  h a d  worked 
successful ly. 

The relevance of the q uestion,  M r. Chairperson,  
through you to the Min ister, is the fact that the new 
owners have ind icated they are going to be changing 
the course and not following that particular course. I 
wondered f rom t he c u r rent  a d m i n istrat i o n  how 
successful that turnaround apparently had  been. 

Mr. Paul Demare (President and CEO of Manlor): 
wou l d  h ave to say it was q u ite  successf u l .  They 
converted from a commodity grade of  unbleached kraft 
paper to a specialty g rade of extensible paper. l t  is, I 
think, acknowledged to be the best unb leached kraft 
paper sheet in North America at th is t ime. 

Mr. Angus: The product was wel l  received i n  the 
marketplace, and the esti mates of revenues and sales 
from the p roduct  were favo u r a b l e .  Is t h i s  a fa i r  
assessment, Mr. Demare? 

Mr. Demare: That is aff irmative. 

Mr. Angus: I f  I remember accurately, it was suggested 
by y o u r  co l leag u e  at the  l ast meet i n g  t h at t h e  
corporation d i d  three-year plans, five-year plans, things 
of that nature. Have you estimated a turnaround in  the 
Manfor operation? What I am trying to get to, M r. 
Chairperson, through you to the existing administration, 
is,  was success on the horizon? Was a turnaround in 
this corporation on the horizon, as evident by the two 
years of profitabi l i ty, i f  you l i ke,  after writ ing off the 
debt, I appreciate? 

* ( 1 0 1 5) 

Mr. Ernst: I suppose you have to ask yourself, what 
is profitab i l ity. The taxpayers in Manitoba have $250 
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mi l l ion of i nvestment in the plant. So presumably if you 
produced a profit of $25 mi l l ion ,  you really produced 
a break-even point. Nowhere i n  the projections of the 
company h ave we ever anticipated coming anywhere 
close to that. The profit of $3 mi l l ion in this part icular 
f inancial statement, about $800,000 of that profit is in 
fact the sale of a fixed asset , an apartment bu i ld ing ,  
a one-t ime revenue source to the company. As wel l ,  
there was I th ink about $1  mi l l ion of interest income 
associated with this profit. Where we had $1 m i l l ion 
of i nterest i ncome in  th is financial statement two years 
previously, the company was in fact paying $4 mi l l ion 
or so of interest costs on debt so that if you have no 
debt and you put one-t ime profits i nto the statement, 
it can make it  look considerably better than it  is .  

However, the fact of the matter is that the company 
is producing a modest cash flow surplus, i f  you wi l l ,  
but nowhere near what would be required. Do not forget 
that the pu lp  and paper industry is in a cycl ical nature, 
and I happen to have a l itt le diagram here - 1  only have 
one copy, u nfortunately-which ind icates the k ind  of 
cycle that we are in  in  terms of pulp and paper products. � 

In 1 988, it started to down sl ide. Now it is much 
slower of course and it may not dip as low as it has 
in  the past , and there are a whole variety of th ings. 
But the fact of the matter is that the d iversity, in  1 987,  
it was reaching the peak of the cycle. Reaching the 
peak of the cycle produced an operating profit ,  if you 
will, somewhere i n  the area of $1 mi l l ion .  I n  terms of 
profitabi l ity, you wi l l  h ave to gauge for yourself how 
profitable is profitable. 

Mr. Angus: A final question, M r. Chairperson,  then we 
can get on with the presentation that we are al l  here 
to see. Mr. Demare, d o  you believe that the corporation 
was on the verge of turning around and,  because of 
the unique market n iche that you had carved out,  that 
you were going to be able to bui ld a successfu l and 
profitable corporation over the next several years? 

Mr. Demare: I am afraid I wou ld  only be speculat ing.  

An Honourable Member: Coward . A lack of confidence 
in your abi l ities, Pau l ,  un l ike you . 

Mr. Chairman: Any more questions in regard to the 
'87 report? If  not, is i t  the wil l  of the committee then 
to pass this report or to go to the-

Mr. Ernst: M r. Chairman, the technical requ irement is 
that if we pass the report the committee has no further 
reason to sit. I n  order to handle the technicality of 
dealing with respect to the divestiture, and in fact the 
Finance Min ister (Mr. Manness) and the consultants are 
here to d iscuss that, I would suggest that by general 
agreement of the committee we will now move to that 
d ivestiture comment. When that has been exhausted , 
we wi l l  then pass the report. 

Mr. Chairman: Is that the will of the committee? 
Agreed. Very good . 

Hon. Cl ayton Manness (Minister of Finance): 
Members of the committee, M r. Chairman, thank you 
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for  t h e  o p p o r t u n i ty  to report  to M e m bers of t h e  
Legislature with respect to t h e  agreement involving the 
d ivestiture of Manfor. Let me say from the beg inn ing 
I apologize for  events on Tuesday. Again ,  I say to you 
I was unaware as to what comm itments had been made. 

* ( 1 020) 

M r. Chairman, Members of the committee, I sit before 
you today and tell on behalf of the Province of Manitoba 
that the Government is del ighted with the agreement 
that it has entered into with Repap Enterprises of 
M ontrea l .  We i n d icated , t h e  Premier ( M r. F i l m o n )  
i n d i cate d ,  i n d eed I d i d  a lso  w h e n  we m a d e  t h e  
announcement i n  The Pas roughly two weeks ago, our 
will ingness to d iscuss major elements of th is agreement 
in an open way. I ind icated again that l ast week when 
we were considering Public Accounts and I come before 
you today with a number of members of the negot iat ing 
team ready and prepared to enter into d iscussion on 
the basic elements of the proposed agreement. I ask 
Members of the committee to recogn ize the fact that 

� t h i s  dea l  t o  t h i s  p o i n t  i n  t i m e  h a s  not  been 
IJ consummated . lt probably wi l l  not be for another 30 

to 40 days. There are parts of i t  where commercial 
confidential ity wi l l  have to apply, yet we wi l l  p resent 
the major elements and indeed some of the finer details 
surrounding those elements today. 

I would l i ke to introduce the negotiation team. There 
is  basical ly a group of four, and five of us. 

Mr. Angus: I just want to get the Chairman's attent ion,  
so that I can ask a question.  I would l ike to hear who 
the introductions are. I just want to get my name on 
the l ist, M r. Chairperson.  

Mr. Chairman: Carry on ,  M r. M anness. 

Mr. Manness: I wi l l  introduce the members of the 
negotiat ing team, Mr. Rob Harmer. Rob, would you 
stand ,  please? Rob is president of Stothert Management 
Incorporated, Vancouver. Stothert Management has had 
an involvement with Manfor s ince, I bel ieve, 1 970 in  a � consulting capacity. M r. Jamie Bruce, vice-president, 
Mergers and Acquisit ions, Pemberton Securities, also 
in Vancouver specializing in forest products in  the forest 
products industry. I wi l l  also at this t ime introduce 
Ouncan Jessiman Jr. ,  our legal counsel, barrister and 
solicitor with Pitblado Hosk in ,  another f irm whose 
association with Manfor goes back for many years. A 
member also towards the end ,  although not involved 
in  the heavy negotiations but certain ly a major resource 
person to Government through the negotiat ion,  Norm 
Brandson with the Department of Environment and,  
sitt ing beside me, M ike Bessey, secretary to Cabinet, 
Pol icy Management Secretariat. 

Members of the committee, we propose to make you 
a slide presentation of roughly 20 or 25 m inutes, 
h igh l ighting the basic elements of the sale. But f irst of 
all, I would l i ke to enter into just a brief d iscussion on 
the process and ind icate that the criteria that I h ave 
been asked to expand u p o n  m an y  t i mes i n  t h e  
Legislature were those that for t h e  most part we 
inherited from the former Government. They dealt with 
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the maintenance and indeed the expansion of the work 
force in  The Pas and the d istricts surrounding;  also 
the optimization of the forest resource; third ly, the 
maximization of investment that was d i rected towards 
making sure that we have developed a world-class 
faci l ity that would ensure that the jobs in that area were 
being maintained; fourth ly, that there was a renewed 
commitment to northern Manitobans with respect to 
the forest products industry; fifthly, that the environment 
would in  no way suffer as a result ,  indeed that there 
would be an improvement g iven the present state; and 
sixth ly, that the Government would be put at min imum 
r isk .  Those were the basic criteria that I would say we 
i nherited. We expanded on them somewhat, that we 
chose to i mpose upon ourselves as we worked through 
the d ivestiture. 

Through Stothert Management and i ndeed through 
some of our own connections, we beat the bushes 
l o o k i n g  for f i rms a n d  c o m p a n ies t hat m i g h t  b e  
interested in purchasing Manfor under t h e  set o f  criteria 
that we had set in place. We brought forward a number 
of proposals, we imposed upon ourselves a period of 
sale, g iven the cycle of the industry, and M r. Ernst just 
referred to that, and we reviewed al l  the offers and 
ult imately selected Repap Enterprises of Montreal . In 
our view, this is a tremendous opportunity for the 
Province of Manitoba. 

* ( 1 025) 

11 represents the largest industrial development in 
the h istory of this province. lt  represents a renewed 
c o m m i t m e n t  to t h e  bas ic  resou rces of nor thern 
Manitoba, a renewed commitment to the people of 
northern Manitoba and a new renewed commitment 
to the environment of this province. 

T h i s  is a good dea l  by a l l  accounts .  I n d ustry 
throughout Canada feels that M anitoba has struck a 
good agreement. Indeed, I asked for some unsol icited­
! should say I solicited some views from an ind ividual 
from Vancouver, the centre in  many respects of the 
forest products industry, and the word on the street 
there was that Manitoba had done exceeding ly wel l ,  
that it was a perfect fit a s  between Repap a n d  the 
province. 

M a n i t o bans are hap py. I f  any M e m bers  of t he 
committee had been in attendance in The Pas and 
Swan River two weekends ago when the announcement 
was made, they would have seen f irst-hand evidence 
of that, mainly because the uncertainty from year to 
year as to what would happen with the faci l ity in The 
Pas has been removed. 

The Opposition to date, in my view, has brought 
forward some good points for d iscussion. We have 
considered al l  of them in our d iscussions leading to 
the sale, to our negotiations. We come here today to 
expand our remarks around those points. I guess, my 
f i n a l  p lea  to M e m bers of t h e  O p p o s i t i o n  is the 
recognit ion that this deal is not yet consummated, that 
what we need is, after we have had an opportunity to 
p resent t h e  e lements  of t h e  sa le  t o  you , your  
encou ragement to  g o  forward a n d  c o m p l ete the  
agreement. H opefu l ly, we can ga in  your confidence and 
you wi l l  g ive us that encouragement. 



Thursday, March 23, 1 989 

I bel ieve that northern Man itobans and Man itobans 
in general need this new o pportunity. Thank you very 
much,  M r. Chairman. With that ,  I am prepared to begin 
to lay out  the basic elements of this sale. 

M r. Chairman: Any q uest ions? 

M r. Angus: Perhaps, M r. Chairperson ,  if I can, it has 
been our posit ion and remains our position to divest 
ourselves of this corporat ion and we are prepared to 
work as cooperatively as possib le with the Government 
to achieve a worthwhi le end .  That will be the g ist of 
the hearings as to how well the G overnment has 
d ivested themselves and how wel l they have done that 
job. Some of those questions may approach the bounds 
of confidential ity. Unfortun ately, we wi l l  have to ask 
those q uestions and you may i n  fact h ave to justify 
why you do not want to answer those questions. We 
d o  not know that yet. 

But I d o  have one q uest ion that I would l ike a specific 
answer to, M r. M i nister, and that is, if the deal has not 
been consummated, why h ave you announced it ,  and 
d oes that not weaken your hand in  terms of negotiating 
final arrangements on the f inal opportunity? 

Mr. Manness: Repap Enterprises, a publ icly traded 
company, and i ndeed anybody who would understand 
that were to be a shareholder of that company would 
demand to k now the moment that parent company had 
entere d  i nto  an agree m e n t ,  a com m itment  to an 
agreement. So the Securities Exchange laws in  th is  
country demand that be made pub l ic .  I ndeed , if the 
company had not ,  of course somebody would  have 
gone to ja i l .  Hopeful ly, the reason is satisfactory to you. 

M r. Angus :  I u n derst a n d  the lega l i t ies  of t h e  
stockholders' benefits a n d  I am thankful that they are 
there. Otherwise, we may not have had this opportunity 
to d iscuss this.  The q uest ion remains as to how strong 
a commitment, a Letter of I ntent and/or arrangement, 
have you made, and how bound are we monetarily into 
proceeding with this arrangement, and what sort of 
negotiat ing powers d o  we actually have? 

Mr. Manness: This agreement, to this point, that I 
signed on behalf of the Province of M an itoba, goes far 
beyond a Memorandum of Understanding,  far beyond 
a Memorandum of  I ntent. l t  is an agreement of  sale 
and purchase. 

* ( 1 030) 

Mr. Jay Cowan (Churchill): Just a couple of questions, 
N o .  1 ,  he certa i n l y  u n d e r st a n d s  t h at when  t h e  
Government is  involved in  t h e  intricacies o f  negotiation 
that there are some items that cannot be d iscussed 
pub l icly. My question to you, M r. Chairperson,  does the 
c o m m ittee t h e n  h ave the p ower t o  m ove i nto  a 
committee in camera to d iscuss those items so that 
we can delve into a bit  more depth in some areas than 
we would be able to with the public present? 

Mr. Manness: Let me and let the group try and answer 
all the q uestions. I say to the Member that we are one 
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signatory to the  agreement. Obviously there is another 
partner to that and, i n  the sense that we are trying to 
come to an agreement with some commercial i ntegrity, 
I would wish that we are able to present and satisfy 
all of the questions that are going to be asked here 
today. At th is t ime, I wi l l  not make a commitment to 
go in camera. I th ink that would not be prudent, but 
I wi l l  make every effort to answer every question that 
is put forward .  

Mr. Cowan: I appreciate t h e  Min ister's answer, b u t  the 
quest ion was d i rected to the Chairperson.  I just want 
to know, if we do have power to do so, then I bel ieve 
it is a decision of the committee, not a decision of the 
M i n ister. I would l ike to clarify that in  the fi rst i nstance, 
because that will i n  some way impact on the type of 
d iscussions we have here today. So, if I cou ld  h ave a 
ru l ing on that, that would be helpfu l .  

Whi le that is being reviewed, I can ask another 
q uestion. 

Mr. Chairman: M r. Cowan, we wil l  let the secretary � 
check that out and we wi l l  get back to you a l ittle later 'Ill 
on to the committee as to your previous question.  Did 
you have another question that you would l ike to ask 
the M i nister? 

Mr. Cowan: Just a couple more questions before we 
get into the presentat ion,  again one understands that 
some of the need for confidentiality is t ime sensitive. 
I n  other words, the details must be kept confidential 
while involved in  the process of negotiation but, after 
the negotiations have been completed , there is far less 
a requ i rement for confidential ity. 

I would ask the M i nister if he is prepared at this point 
in  time to comm it to making avai lable to the committee, 
and through the committee to the general publ ic ,  the 
ful l  agreement and the working papers on the part of 
the Government which they uti l ized in the negotiations 
and in  coming to an agreement. 

Mr. Manness: This is an open Government. As I have 
ind icated before, we wi l l  make every effort to make 
avai l a b l e  t h e  com plete d o c u m e n t ,  the c o m p lete 
agreement. Working papers can be defined in  many 
different ways. I cannot see the wisdom of provid ing 
work ing papers. I do believe, because the province, 
the citizens of this province, should know the agreement 
that they have entered into, we will make every effort 
to provide the agreement once signed . 

Mr. Cowan: I appreciate the Min ister is committed to 
making every effort. Can he ind icate to us at this point 
in  t ime what he perceives as being a possible reason 
for not making the complete agreement avai lable to 
us, because what we asked for was a commitment to 
do it ,  and what we have gotten is a commitment to 
make every effort? There is a subtle difference, but 
the nuance is i mportant. Can he ind icate to us why it 
would be that he could possibly foresee not being able 
to make that complete agreement avai lable to the 
publ ic? 

Mr. Manness: Mr. Chairman, no problem from my point 
of view, but again there is another signatory to the 
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agreement. In  the sense that there might be some very 
sensitive commercial aspects, I want to make sure that 
Repap Enterprises is i n  fu l l  agreement. At this point in 
time, it has not been a major issue. I have ind icated 
to them my wanting to make it publ ic ,  but there are 
sti l l  some areas that we have to work towards and 
indeed that is one of the items that we talk about during 
th is period of closing.  

Mr. Cowan: There is  again a d i fference between 
wanting to and committ ing to. There are clauses that 
can be written into agreements, as a matter of fact i n  
some instances must be written i n t o  agreements in  
order to ensure that  those agreements wi l l  be made 
avai lable to the publ ic. That is done so that there is 
no possib i lity of one of the parties at a later date coming 
back and saying ,  wel l ,  you cannot make this agreement 
public because of corporate confidential ity and we never 
agreed to it in the first i nstance. 

Will the M in ister commit to putting such a clause in 
the agreement in  negotiations over the next 40 days 

� that wil l  ensure that Repap understands this agreement 
' wil l  be made ful ly publ ic  and that they are committed 

to doing so? 

Mr. Manness: M r. Chairman, verbally I have ind icated 
to Repap Enterprises that it is  my intention to make 
th is a public document. I have asked for a reaction 
from them. That  i s  be ing negot iated r ight  n ow. I 
ant ic i pate absolutely n o  problem whatsoever from 
Repap's point of view i n  making i t  publ ic ,  but I am 
saying at th is t ime I d o  not h ave their final reaction.  

Mr. Cowan: Wel l ,  we wi l l  be d iscussing that matter 
further then as we go on. But before going into the 
presentat ion,  one m ore q uest ion with respect to the 
i nformation that is available to us, the Min ister indicates 
that what has been signed now, and he used the word 
"agreement" although i t  is not the final agreement, i t  
is  an inter im agreement, goes wel l  beyond a Letter of 
I ntent and is real ly a committal on the part of both 
parties. We understand the legal requ irements for the 
company to indicate that they h ave reached such an 
agreement and .also the moral requ i rements of the 
Government to ind icate that they have reached such 
an agreement at this point in time. Can the M i nister 
make that interim agreement publ ic? 

Mr. Manness: I cannot .  This is  a share purchase 
agreement. lt  is, l i ke I say, a share purchase subject 
only to closing,  subject only to the development of 
some of the d isclosure schedules that have yet to be 
worked o n .  S o  it is very m u c h  a sale p u r c h ase 
agreement, which I cannot make publ ic  at th is t ime. 

Mr. Cowan: Why is it that the M inister would not want 
to make it publ ic  at this time? Is  there such i nformation 
contained with in  it which he bel ieves would damage 
the negotiations or betray corporate confidentiality on 
the part of the other party? 

Mr. Manness: I th ink I have answered the quest ion,  
Mr. Chairman. I th ink that there are sti l l  some minor­
we are very much wel l  along but there are some minor 
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points of word ing and some other points of d isclosure, 
some other information that we are sti l l  waiting on that 
we have to present, that the other party has to present, 
that al l  have to be embodied in  the agreement. I am 
in no posit ion at this time to present that document. 

Mr. Cowan: That is somewhat d isappointing and I think 
it sets a bad tone for the continuation of d iscussions, 
but let us on good faith assume that we are not going 
to have that document avai lable to us at this t ime. Is 
the M i nister prepared to make that document available 
to us i n  its entirety as part of the package of documents 
that we will be request ing once the sale has been 
consummated ? 

Mr. Manness: M r. Chairman, let me say very clearly 
t h at t h e  i nt e r i m  agree m e n t ,  sa le  a n d  p u rc h ase 
agreement, referred to by M r. Cowan is, i n  essence, 
the final agreement. There is no interim being separate 
and d i fferent from the f inal .  We are well along . Again ,  
let  me indicate to Members of the committee and 
anybody else who wants to hear that this is almost 
unprecedented in terms of a commercial agreement 
being entered into and being d iscussed in  such a 
completely open fash ion before its closing.  We are 
happy to do so but let not any optic or any appearance 
be given that this Government is trying to hide anything. 
lt is trying to conduct commercial activities in terms 
of commercial norms and standards. 

Mr. Cowan: The Min ister has just ind icated that the 
interim agreement is i n  a lmost al l  aspects of the final 
agreement. I do not th ink I am misconstru ing what he 
said and he agrees. That then leads me to the question 
of what sort of input he expects from this particular 
committee. 

Wi l l  changes be avai lable? Wi l l  changes be able to 
be m a d e ,  excuse m e ,  i f  in fact there  are good 
suggestions that flow from th is committee, or are we 
so far along the path now that we are not going to be 
able to make those changes and al l  th is committee is 
reall y  going to end u p  being - or at least all the M i nister 
is expecting of th is committee is a cheering section for 
the agreement which is not what I believe to be our 
purpose. I f  i n  fact it is  almost already a final agreement, 
what i n p u t  is t h e  M i n is ter  expect i n g  f rom t h i s  
committee? 

Mr. Manness: M r. Chairman, we are put in  place to 
govern .  The Government is put in  a posit ion that i t  has 
responsib i l ity to make Executive Council  decisions on 
behalf of the people of this province. The Government 
cannot work unless it has that mandate. We have chosen 
to exercise that mandate in certain fashions. We are 
report ing to th is committee. We are laying elements of 
the sel l-out, basic elements. 

Believe me, if there is some weakness, i f  there is 
some way of improving those at this t ime, we certainly 
have an opportunity to try and include them but, 
nevertheless, the respons ib i l ity for this transaction is 
the Government's.  We wi l l  take the responsib i l ity on 
the good side as of course we wil l  take the responsibi l ity 
i f  there are any negative d ownsides to it. That is the 
basis behind democracy and executive Government 
and counci l ,  as I understand it .  
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M r. Cowan: Now that we h ave moved into the realm 
of the ph i losophical d iscussion with respect to the role 
of the M LAs, I just want to make the point that we are 
elected to q uestion and we are elected to provide 
suggestions and constructive criticism and we are 
elected to try to change the G overnment's mind where 
we bel ieve a decision has been made that is not in the 
best i nterest of the province, and we will do that. So 
we see the role of the committee as more than just 
rubber-stamping or cheering for a decision which has 
been made by the executive, and I th ink  I speak for 
al l  Members of the Opposit ion when I say we will attempt 
to uti l ize the committee in that very positive, constructive 
fashion .  

An Honourable Member: Let  us get  to  i t .  

M r. Chairman: Okay, is the committee ready to see 
the presentat ion? Agreed. 

Mr. Manness: Ladies and gentlemen , I wi l l  t ry and 
m ove through i t  quickly. I have about 12 sl ides to show 
you. First of al l ,  the agenda wi l l  g ive you some ind ication 
as to what particular areas we will be looking at . 

M r. Chairman: M i nister of F inance, if I may ask you , 
would  you p lease take your m i ke? 

M r. Manness: This is going to be a l i tt le d ifficult .  Is  
there a-1 cannot walk around with one of these. Can 
you hear me? Great. First ly, the agend a  and what it is 
we hope to review for you :  the h istory of M anfor; the 
valuation that has been put  on Manfor by various 
organizat ions; d ivestiture objectives, which I referred 
to  in my open ing statement; Repap overview; Repap 
agreement; the Province of Manitoba commitments; 
Repap's commitments; and the economic benefits to 
the province once this deal is consummated . 

History of M anfor: the total provinc ial investment 
t o  th is point i n  time, $307 m il l ion; i n  the last 1 0  years, 
$ 1 20 mi l l ion; accumulated 1 0-year reported operat ing 
l oss, $77 mi l l ion; expenditures and capital  over the last 
1 0  years, $93 mi l l ion ;  reported income in 1 988,  $ 1  
mi l l ion .  I quote from the M arch '88 report o f  the 
P rovinc ia l  A u d i tor :  "The corporat i o n  w i l l  req u i re 
substantial sums in the future for plant and equipment 
replacement to maintain its o perations. At the present 
time, there is no rel iable indication that the corporation's 
operations wi l l  ever be able to generate the funds 
requ i red to replace the plant and machinery. To that 
end,  some have said that Manfor maybe should continue 
in its present manner. 

Under the new account ing system of Government, 
C rown corporation losses now are reflected on the 
bottom l ine. If  there are losses in  any of the Crowns 
outside of Hydro and Telephone, they are reflected i n  
the budget a n d ,  therefore, become d i rectly competitive 
with money that goes into hospitals and schools and 
h ighways. 

M r. Ernst was talk ing about downturn in the industry. 
He was not talk ing specifical ly about a product, he was 

123 

talk ing about the i ndustry. We put a sensitivity analysis 
to what would happen i f  we maintain Manfor and the 
product that they are producing there today dropped 
in  value by $ 1 00 a tonne to $ 1 50 a tonne. This t hen 
would  become the projected annual loss. That loss 
would be reflected in the budget of the Province of 
Manitoba. 

Mr. Angus: Excuse me, M r. M i nister. 

Mr. Manness: Yes. 

Mr. Angus: Would i t  be possible for us to get copies 
of those sl ides or reproductions of those sl ides? 

Mr. Manness: Certain ly. 

Mr. Angus: If you could circulate that, then we would 
not have to be making notes. 

Mr. Manness: By al l  means, I just have the same th ing .  

Val u at i o n ,  t h e  B owel l M anagement  G r o u p ,  � 
commissioned by the former Government, February '87, � 
put a value of Manfor of negative $37 mi l l ion.  An internal 
Manfor evaluation done April '87 put the value at 
negative $24 mi l l ion .  Stothert M anagement in  May '87 
determined that the value was negative $ 1 9  mi l l ion .  
Now people say, what do you mean,  negative values? 
That means that if the company were to cont inue to 
operate knowing the state of the market, knowing the 
state of the industry and knowing the age of the plant 
and the requ i rement that certain events conti nue, 
including the running of the sawmi l l ,  that those amounts 
of money would have to be d irected into Manfor on a 
yearly basis to make it b reak even, i .e . ,  subsid ized by 
Government. The f inal num ber was the book value 
number of $ 1 32 mi l l ion .  That is not the book value on 
the provinces books as the shareholder; that was the 
value ascri bed to M anfor by their own company books 
as of Decem ber 3 1 , '88. These are the divesti ture 
objectives. 

I mentioned them to you briefly in  opening .  They 
were i n  the area of employment. We insisted that the 
existing 850 jobs be maintained , indeed expanded; that 
there be new capital i nvestment, because only through 
new capital i nvestment could 850 jobs be guaranteed 
or some degree of guarantee be provided for those 
jobs; that there be a commitment to the communit ies, 
not only of The Pas but also to Swan River; that there 
be optimization of the forest resource, tak ing into 
account the very large area of the Manfor cut area 
exist ing ,  taking into account that the hardwood cut 
area to the south was becoming ripe, extremely mature, 
and was in  some threat, coming into threat , I say, of 
being lost before it could be more fully ut i l ized ; and 
fifth ly, the optimal real ization value. Those were the 
basic overall criteria objectives and, of course, there 
were su bsets to them, very important subsets. 

At this t ime, I would l ike to tell you something about 
Repap. We are going to hand out their 1 988 statements. 
I th ink they have just come to us. We do not have 
sufficient copies for al l  Members of the committee, but 
hopefu l ly there wil l  be enough to suffice. lt is al l we 
have, it is the total number we have. 
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The company, Repap, ful ly integrated pulp and paper 
manufacturer-could I ask if there could be some 
sharing, p lease? lt is a Canadian-based public company, 
manufactures and markets coated paper, market pu lp 
and lumber, the th i rd-largest market pu lp producer i n  
Canada, with annual production of 670,000 tonnes of 
bleached softwood kraft pu lp ,  the sixth-largest coated 
paper producer in the world with annual production of 
600 ,000 tonnes, producing approximately 1 60 mi l l ion 
board feet of lumber, has 3,600 employees and is 
located i n  M iramichi ,  New Brunswick, Prince Rupert 
a n d  Terrace,  B r i t i sh C o l u m b i a , a n d  K i m ber ley, 
Wisconsin-an overview of the company. 

This was the Repap offer. Total i nvestment through 
two phases, and you wil l  hear many references to Phase 
1 ,  Phase 2. I can tel l  you right now, the proposals that 
came in, we very heavi ly weighted them as to who was 
prepared to make the commitment of significant capital 
towards a new mi l l ,  i .e . ,  Phase 2 ,  in the shortest period 
of time: total i nvestment, $1 b i l l ion ;  f irst phase, the 

� i mmediate conversion of the exist ing mi l l  to a bleached 
r softwood kraft pu lp mi l l ;  cost , $200 m i l l ion for that 

conversion. 

Phase 2: The bu i ld ing of a new world-class bleached 
softwood kraft mi l l  start ing in 1 990 for completion in 
1 993. Total job creat ion,  after Phase 2 ,  the 850 people 
presently working ,  that number would become 1 , 200, 
but now in  two sites, The Pas and Swan River; during 
construct i o n ,  an average of 1 , 500 people d u r i n g  
construct ion.  We f igured t h e  construction w i l l  take 
rough ly five years total, Phase 1 and Phase 2 ,  1 , 500 
dur ing that period of t ime. 

I have referred to the Swan River fac i l ity, to bui ld a 
major faci l ity at Swan River because of now the inclusion 
of the southern wood resource. That would of course 
lead to finally the opt imization of that wood.  

Those are the basic elements of the agreement. Now 
we wi l l  go into the financial terms. Repap was prepared 
to purchase al l  of the shares of M anfor for $ 1 32 mi l l ion ,  
$42 mi l l ion of that being cash, $90 m i l l ion being Series 
8, M an itoba 8 preferred shares. Phase 1 -and again 
before I move into the Phase 1- Phase 2 ,  some of the 
heaviest negotiat ions took p lace because we fu l ly  
understood that al l  companies were not  on ly  i nterested 
in the plant but were as much and maybe more so 
i nterested i n  the wood resource. They need fibre and 
of course that was the g reat attraction to the major 
proposals that came forward . 

We said that we i nsisted before we would agree to 
any portion of that f ibre being committed that there 
had to be a commitment of s ignificant capital. So al l  
of some of the more complicat ing structure that you 
may see coming forward is as a result of the benefits 
that the province was prepared to provide if Phase 2 
came on quickly and al l  of the benefits that we are as 
a province prepared to withdraw very significantly if 
Phase 2 does not come forward. I wi l l  say at this t ime 
and I wi l l  say it many t imes, the biggest withdrawal 
mechan ism to safeg u a r d  to t h e  p rov ince if t h i s  
i nvestment comes here is the removal o f  the forest. 
Repap will not receive cutting rights i f  they do not go 
forward with expansion. 
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The financial considerations, at closing,  we have 
struck a $ 1 32 mil l ion deal . Phase 1 ,  Repap wil l complete 
a Phase 1 development project as fol lows: convert 
and expansion of the exist ing mi l l  to 1 75,000-tonne 
annual bleached softwood kraft pu lp mi l l ;  the cost of 
d o i n g  t h at ,  $200 m i l l i o n ;  t h e  start , s p r i n g  '89 .  
Completion would be May-June 1 990, by their account. 

Phase 1 incentive, because we wanted to see this 
happen qu ickly, what the province is prepared to do 
i n  support of seeing Repap move quickly along Phase 
1 is that with the $42 mi l l ion of cash that we received 
at closing we will purchase $32 mi l l ion of class MA 
shares. So in return for our $30 m i l l ion i nvestment, we 
get a $200 mi l l ion investment in total . 

Phase 2, and again almost all the time we had buyers, 
many buyers who were prepared to come and buy the 
mi l l  exist ingly, in its exist ing form, were prepared to 
convert it to a bleached k raft mill but would not in any 
way guarantee expansion and, therefore, would not in 
any way guarantee the 850 jobs that were i n  p lace 
today. Like I said ,  we had many. 

Phase 2, construction of a new 420,000 tonne per 
year bleached softwood kraft pu lp mi l l ,  cost $800 
mi l l ion;  start up, late 1 990; completion, a full three years 
after that point,  not maybe a ful l  three years but not 
too short of i t ,  I do not th ink .  

P h ase 2 i ncent ives,  t o  see t h i s  $800 m i l l i o n  
i nvestment, t h e  Province o f  Manitoba would guarantee 
up to  $ 1 50 mi l l ion of the project's  f irst m ortgage debt. 
I want to be very clear on this.  The guarantee we put 
up is unl ike any that any other province has ever put 
up. First of al l ,  it wi l l  not be put u p  unt i l  we have strong 
confirmation that Phase 2 project is well along its 
course, that there is major commitment to investment. 
Only at that t ime does the guarantee come into place. 
The guarantee is not a changing of funds but not only 
that ,  i f  there is a call on that guarantee for whatever 
set of circumstances that may determine, the lender's 
cal l  upon the guarantee, the province's money is not 
t h e  f i rst m oney o u t ,  u n heard of  w i t h  respect t o  
provinces. 

Our money wi l l  come out. I f  there is a call on the 
province to honour this commitment, it will come out 
on the same basis as any other lender. I n  other words, 
i f  the project does not go ahead, if the pulp industry 
g oes into total rack and ruin and there is a shutdown 
and there is a $ 1 50 mi l l ion loss, that $ 1 50 mi l l ion is 
not the province's. The province's shares i n  that loss 
is  a proportion relative to the total cost . So if we put 
up $ 1 50 mi l l ion out of a $600-mi l l ion project then we 
stand to lose one-quarter of our guarantee. The only 
way $ 1 50 mi l l ion is lost is if, al l  of a sudden, a $1 b i l l ion 
i nvestment, for some reason, is worth zero, absolutely 
zero the day after. Unheard of that in  most cases the 
province's m oney is the fi rst out, the first called upon. 
That is  not the case i n  this deal . 

* ( 1 1 00) 

Also as another incentive, Repap, going ahead with 
Phase 2 can purchase from the Province of M anitoba 
h alf of those M B  shares, those original 90 mil l ion shares. 
They can purchase $45 mi l l ion of them back for I 
mi l l ion .- ( I nterjection)- I beg your pardon. 
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M r. Angus: Could you say that again ,  Clayton? 

Mr. Manness: Repap , to repeat? M r. Chairman,  M r. 
Angus was wanting me to repeat that. We are saying 
that g iven that Phase 2 proceeds and that the province 
i s  sure that that major development is i n  p lace, we wil l  
a l low the company to purchase back $45 mi l l ion worth 
of Series B shares for the price of $1 mi l l ion ,  a very 
g ood deal for the province. 

I m ight  say, with respect to the guarantee, it is going 
to  cost to have our g uarantee in  effect. Even though 
there wi l l  be no draw on those funds, sti l l  the company, 
j ust to use the Province of M anitoba's strong and 
g rowing lending credib i l ity, that they wi l l  pay for that 
r ight three-quarters-of-a-mi l l ion dol lars a year in cash 
to  the province as long as t hat guarantee is in effect . 

Provincial commitments, outside of the f inances, 
H i g hways:  T h e  p rov ince  w i l l  s p e n d  $90 m il l i o n  
upgrading h ighways from Swan River to Thompson over 
seven years. The h ighways load l im its wi l l  be increased 
to 62,500 kg's ,  75,000 kg 's  in winter. From The Pas 
to Thompson, the program wi l l  be suspended if  Phase 
2 is not started in  1 990. Let me ind icate the reason 
that $90 mi l l ion came about is because the former 
Government had commissioned a number of studies 
with respect to roads with in  that area and it  was wel l  
known that  if  logging were to  be cont inued i n  that area 
in any respect that th is type of infusion was requ ired 
into the h ighway network. That was well  known and it 
was part of the UMA engineering proposal or research 
d ocument. The range was between $90 mi l l ion and 
$ 1 37 mi l l ion i n  that document, and we chose the very 
l owest number. 

Forestry: Repap wi l l  be g ranted a forest l icence of 
a bout 3.3 mi l l ion cubic metres. I wi l l  ind icate again, 
this l icence wi l l  be reduced to 1 .2 mi l l ion cubic metres 
if  Phase 2 is  not completed by the end of 1 993.  

If Repap does not move into Phase 2 ,  it wi l l  not end 
up with Manfor's present cut. Manfor's present cut is 
aroun d  2 point- it is 3.4.  M anfor's present cut right 
now is 3.4. If  Repap does not go ahead , that present 
3 .4 would be reduced to 1 . 2  mi l l ion cubic metres. 

I might say, if you want to talk about the area, 
M anfor's present cut area is about 1 05,000 square 
ki lometres. We are granting to Repap through a d ifferent 
configuration 1 08,000, so the cut area as between 
M anfor's present cut and what is being granted to 
Repap is virtually s imi lar. 

I am going to ask Mike  Bessey to come forward and 
g o  into some of the forest renewal areas. 

Mr. Mike Bessey (Executive Council): We raise this 
because there was some question as to what the forest 
renewal charge would  be and just what it  is. The forest 
renewal  c h arge is esser.t i a l l y  a f u n d  f r o m  w h i c h  
reforestation can take p lace a n d  t h e  province can 
monitor a cash flow to ensure that those cash payments 
are actually going to reforestat ion and not s imply to 
bu i ld  bush roads or other th ings as such. If you do 
look at  any of the provincial comparisons, it can be 
p retty compl icated because d i fferent provinces charge 
on  different bases. 
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Ontario, for example, has a non-integrated wood area 
and an integrated wood area. The suggestion that 
Ontario has a $7 forest renewal charge is not exactly 
accurate. That is their stumpage charge. Ontario d oes 
not have a forest renewal charge. What happens is 
Ontario charges that rate of stumpage and then pays 
t h e  c o m p a n i es to do t h e  reforestat i o n .  W h at i s  
happening i s  Ontario i s  taking in $ 1 5  mi l l ion in stumpage 
a year and paying out $80 mi l l ion a year in reforestation 
charges, so they are actual ly i n  a net deficit and the 
taxpayers of Ontario are paying for reforestation.  For 
every dol lar they receive in  stumpage, they pay out 
$ 1 .60 to reforest the province. 

In essence, if you take their $7 stumpage, subtract 
t h e i r  $ 1 . 6 0 ,  which t hey are act u a l l y  p ay i n g  for  
reforestation through contracts with various companies, 
t h e i r  m o re accurate s tu m page rate o r  q u a l i f ied  
stumpage rate would be $5.45-$5.40, sorry. What we 
are i mposing here is exactly the same situation that is 
facing Abit ib i  and has been for several years now, is 
a forest renewal charge of $4.63. If  you take our 
stumpage on softwood of 65 cents and 17 cents on 
the forest protection charge and add them to the $4.63, � 
you are looking at $5.45. They are essential ly the same , 
th ing.  Prince Albert, for example, is about $2.38, about 
half. 

That  is not eve n t h at s i g n if ic a n t  because t h e  
commitment that w e  have warranted here i s  1 00 percent 
reforestation.  Regardless of the number of trees that 
takes and regardless of the cost, the company has to 
pay that . They have to reforest that 1 00 percent and 
al l  th is  fund essential ly is for us to make sure that there 
is a fund there and a cash flow actually going to that. 
Can I just f inish that sentence? lt is evaluated every 
five years so, if it is found that i t  is inadequate, it is 
s imply boosted and, if i t  is  too much, it can be lowered. 
But i t  is simply there so that we can monitor and make 
sure that reforestation is tak ing  place. 

Mr. Harry Harapiak (The Pas): Will the same rates 
apply to the hardwoods as to the softwoods? 

Mr. Bessey: The hardwoods are at 31 cents per cubic 
metre, which is actually the same rates paid by Prince 
Albert, and the model adopted was the exact rates of 
Prince Albert which is the closest competit ion, but we 
added an extra 17 cents per cubic metre charge. So 
our stumpage is actually, though it is modelled on P.A.'s 
Weyerhaeuser d ivestiture, we are actually 1 7  cents per 
cubic metre h igher. Al l  this-

Mr. Manness: There have been some comments, and 
very legit imate, on the environment aspect . I just want 
to ind icate to the committee that an awful lot of t ime 
was spent in  d iscussing basic elements of th is with 
Repap. M i ke, if you are ready, I wi l l  let you move into 
those points. 

Mr. Bessey: One of the reasons Repap satisfied the 
Government's criteria is because they are probably, in 
our view, the most progressive pulp and paper company 
in  North America and, hence, probably the world in 
terms of environmental protect ion.  

This technology, you have heard a l i tt le bit about i t  
and we wi l l  read a l ittle bit about it  in  our annual  report, 
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may revolutionize the pu lp industry in that it removes 
the p roblems of emissions. In essence, it removes 
chlorine completely from the process and cooks the 
wood chips with alcohol instead . 1t  is not at commercial 
stage yet. They have a commercial p i lot project in  New 
Brunswick, which they in fact a couple of weeks ago 
ran their fi rst tests from.  So they have run a couple 
of batches and it may be the pulping process of the 
future.  They have i nvested hundreds of mi l l ions of 
dollars in  it .  We are excited by that approach and by 
that sort of consciousness that they brought to their 
approach, actually to expansion.  

In  terms of add ressing the environment, there are 
several i mportant points. One is that M anfor for years 
h as been in  non-compliance with our own environmental 
leg is lat io n ,  o kay. Part of the d ivest i t u re p rocess, 
o bviously, is to rectify that situation and sort of start 
with a fresh start and get a clean mi l l ,  in  essence, 
running.  

* ( 1 1 10 )  

� The second po int  I would l ike to make is that the  
s ign ing  of  a share purchase agreement and closing of  
a share purchase agreement does not  constitute a 
d eve l o pment  u n d er The  E n v i r o n m e n t  Act .  A 
development under The Environment Act is when the 
process is changed , thereby having a potential  impact 
upon the environment. That development cannot take 
p lace unt i l  l icensed. That l icensing will not take p lace 
unti l  The Environmental Act process has been followed, 
including assessment, publ ic  registry and hearings by 
the Canadian Environment Commission. Before there 
is  any development i n  this project, that process wi l l  
h ave fol lowed i ts natural course. 

In addit ion to that, The Environment Act provisions 
wi l l  apply both to the plant changes, the process 
conversion, Phase 1 and P hase 2 ,  and the reforestation 
and forest operation and management plan. 

I n  addit ion to that, the province wi l l  be revoking the 
exemption granted to the pu lp industry in  this province 
by way of Regulation 9688(R), and bring the pu lp  
industry back under  The Environment Act, because it  
has had an exclusion for the past several years. We 
are going to bring the entire industry back under the 
g u idel ines of The Environment Act in  th is province. 

In terms of the engineering being built into Phase 1 ,  
several months ago, d iscussions as to the cost of Phase 
1 were about $ 1 30 mi l l ion .  lt is  now $200 mi l l ion.  Part 
of the reason for that is that Repap is  committ ing to 
t h e  m ost progress ive env i ronmenta l  e ngi n ee r i n g  
technology in  the world on this project. That wi l l  include 
extended del ignificat ion,  some of the th ings that h ave 
been talked about in publ ic forums where concerns 
peop le  expressed w i l l  be sat isfi e d .  lt w i l l  i n c l u d e  
e x t e n d e d  d e l i g n i f i cat i o n ,  w i l l  i n c l u d e  oxygen 
de l ign if icat ion ,  and i t  w i l l  inc lude c h l or ine d iox ide 
substitution for  chlorine, wh ich is a critical p iece in  the 
bleaching process. 

The most current and oncoming mi l ls  in  Canada and 
the world ,  the technology they just brought out i n  the 
l ast year or two regarding chlor ine d ioxide, can get a 
substitution factor of about 50 percent. Repap is 
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engineering this plant, and we are warranting it in the 
l icence and wil l  provide for such in  the l icence of 70 
percent su bstitution, chlorine d ioxide for chlorine. That 
will make this plant the most environmentally sensitive 
in the world unt i l  someone f inds a way to do better. 

The engineering that is allowing them to do that is 
a system called h igh substitution d ioxide generator. 
That process has not been perfected ,  has not been 
i mplemented by another company anywhere else yet, 
and that is what wi l l  be used on this site. 

One of the reasons ,  apart f rom the other  
considerations that the M in ister has talked about that 
made Repap preferred candidate in th is case, is its 
strong commitment to the environment. They are a 
growth company and they are simply saying this is good 
for our bottom l i ne, this is good for the future. That is 
the k ind of company we are and that is the k ind of 
company that we real ly wanted to d o  business with. 

M r. Manness: Thank you , M ike. No doubt there wi l l  
be further questions on that aspect. You mentioned 
Swan River. We are just del ighted that a component 
of this particular expansion involves a faci l ity at Swan 
River, employing a number est imated at 250 people, 
the majority of which would be in  the woodlands 
d ivision ,  harvesting wood within the mountain area 
within the valley. 

The sawmi l l-some people are i nterested to know 
what condit ions we put on the sawmi l l .  We d id  not 
d e m a n d  t h at t h e  sawm i l l  c o n t i n u e .  We certa i n ly 
ind icated it would  be our preference that it do.  We d id  
not make it as  a condit ion of sale, but Repap h as 
ind icated they wi l l  continue to operate the sawmill unt i l  
Phase 2 is started , Phase 2 again starting i n  late 1 990. 

Employment-total employment wi l l  not fal l below 
current levels and priority will be g iven firstly to people 
normally resident in The Pas and d istrict and thereafter 
to people normally resident in M an itoba, bearing in 
mind the commitments that we have made to other 
provinces with respect to free trade of resources and 
people and also the fact that the Charter of Rights 
would not al low for an exclusion of non-Manitobans. 
Nevertheless, the company has g iven an undertaking 
to fi rstly g ive priority to people who are resident and 
who are presently working on site. 

I should also mention with respect to-and there is 
some concern expressed and I can understand why, 
t hat ind ividuals now working for the sawmi l l  may not 
have an opportunity to move into a d i fferent facet of 
the wood industry. There will be a $20 mi l l ion train ing 
f u n d  est a b l i shed  b y  the c o m p a n y  but j o i n t l y  
admin istered , l i ke Government a n d  t h e  company, t o  
ensure that individuals presently working for t h e  sawmi l l  
have the fi rst opportunity to acqu i re the ski l ls to move 
into the next phase of development. 

Some have said that maybe the province has given 
away too much. I just wanted to ind icate what is  
happening in  the pu lp and paper industry. Of course, 
Alberta has made a lot of noise lately with respect to 
the number of projects coming on stream there. I just 
review this to try and put in some perspective our  
commitment. Weldwood of Canada received a $200 
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mil l ion loan guarantee on a $360 mi l l ion project; M i l lar 
Western L imited, 1 20 mi l l ion participat ing debenture 
on 1 94 mi l l ion project; Daishowa Canada, $65 mi l l ion 
g rant for a $500 mi l l ion project; Alberta Newsprint,  200 
mi l l ion loan guarantee on a 360 mi l l ion project ; and 
this latest major Greenfield 's  operation in  northeastern 
A lberta that Crestbrook were successful in  obtain ing 
a 75 mi l l ion grant and 1 50 mi l l ion subord inated loan 
for a $ 1 . 1  b i l l ion project . Again, I ind icate this only to 
point out that our loan g uarantee of $ 1 50 mi l l ion on 
$ 1  b i l l ion project, condit ional  on so many d i fferent 
aspects, and again at a ranking level equivalent to the 
other debt. 

The econ o m i c  i m p act  on the p rovi n c e  d u r i n g  
construction - and people may say, well how long wi l l  
that be? I guess we put a five-year t ime frame to it ,  
d i rect jobs during construction, 7,000; ind i rect jobs, 
5 ,400, a spinoff; wages and salaries, $200 mi l l ion ,  using 
a n  average i nc o m e  of  $ 2 9 , 0 0 0 ,  w h i c h  I t h i n k  is 
conservative; provincial income tax and ind irect taxes 
to the province, the combination of the 15 mi l l ion and 
1 4  mi l l ion ,  federal income tax,  22;  and an increase in  
the  Provincial Domestic Product of  roughly $500 mi l l ion 
or $ 1 00 mi l l ion a year. 

After the faci l ity is bui lt ,  Phase 1 and Phase 2, moving 
into general operations, we believe there will be 370 
additional jobs, d i rect wages and salaries, $ 1 29 mi l l ion .  
Th is  is  over a 1 0-year period at that average income, 
and t here are the provincial and federal tax shares and 
an increase in  the general economy of $300 mi l l ion 
each year. I m ight say that th is is  not the end.  

* ( 1 1 20) 

For those of you who have been in  attendance at 
The Pas and Swan River on the Saturday the deal was 
announced , M r. Pedde ind icated his h igh desire, once 
th is was in  p lace, to bring forward yet paper machines 
that would  have an investment price tag associated 
with them not too far d istant from this total bi l l ion dollar 
investment. 

Ladies and gentlemen, that is the presentat ion that 
we have on the basic elements of the sale. 

M r. Angus: M r. Chairman, if  it p leases the committee, 
I would  propose we deal with this in  sections in  order 
to keep the d iscussion somewhat on course. I would  
propose further  we d iscuss t h e  f inanc ia l  merger, 
takeover aspects, so that the ind ividuals who have the 
knowledge of that, M r. Bruce and M r. Harmer- if the 
committee hearings continue on to another t ime, they 
wi l l  not have to be brought back in from Vancouver 
to answer those types of questions. So if there are 
general q uestions of reforestat ion,  perhaps they can 
be left for the department to answer later in  the day. 

If t h at is an agreement  of t h e  c o m m it tee ,  M r. 
Chairperson,  I would  like to begin  with the financial 
aspects, if I may. We were advised by M r. Demare the 
other day that there was a $14 mi l l ion cash reserve 
surplus, if  you l ike,  in the corporat ion.  I would just l ike 
to be apprised of whether or not at least the fi rst phase 
of the investment- Repap has not bought this company 
with our own money. So I would like some assurances 
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that the $30 mi l l ion we have g iven them back in  
preferred shares and the acquisit ion of the company, 
that the $40 mi l l ion they are paying us is again not our 
own money. Perhaps you can just address that. 

M r. J a m e s  Bruce (Vice-Pres ident ,  Mergers a n d  
Accounting, Pemberton Securities): T h e  agreement 
provides that the $32 mi l l ion it made preferred shares 
that are purchased are only purchased on the condit ion 
that Phase 1 development goes ahead , that is that 
Repap spends approximately $200 mi l l ion.  There is 
further commitment that Repap wil l  put $65 mi l l ion 
equity into the business so there is no chance that they 
wi l l  not have any investment in the project. 

Mr. Angus: M r. Bruce, as I understand it, they have 
agreed to put $40 mi l l ion down as the company? 

Mr. Bruce: Yes. 

Mr. Angus: We as a province have agreed to buy back 
in preferred shares $32 mi l l ion and giving them $32 � 
mi l l ion back - � 
Mr. Bruce: Yes. 

Mr. Angus: -and that, if the company has cash in 
reserves of $ 1 4  mi l l ion,  that they have in  fact bought 
this, at least the down payment port ion, with our own 
money. Is that an accurate assum ption? 

Mr. Bruce: That is a correct understand ing of the 
transact ion.  However, they do not get the $32 mi l l ion ,  
that is to make it net. 

Mr. Angus: Until they start the phase-

Mr. Bruce: Unti l  they are committed to Phase 2 ,  and 
there are al l  sorts of defin it ions of what that means -
( Interjection)- Phase 1 ,  sorry. Thank you . 

Mrs. Sharon Carstairs (Leader of the Opposition): 
Wel l ,  I mean that sounds terrif ic, but I can say I am 
committed to Phase 1. What kind of proof do you have � 
to have before they get the $32 mi l l ion? , 

Mr. Bruce: There are a number of tests. There are, 
as I recal l ,  commitments on orders of equipment with 
n o n - refu n d a b l e  depos i ts ,  c o m m itted f i n a n c i n g  
arrangements for t h e  balance o f  t h e  costs o f  the project 
satisfactory to the province. Evidence to that nature 
wi l l  be provided when we purchase the $32 mil l ion i n  
shares. 

Mrs. Carstairs: Exactly what kinds of shares are we 
talking about here? We have got two types of shares, 
MA shares which are the $32 mi l l ion,  MB shares which 
wi l l  be the $90 mi l l ion in  Phase 2 .  What is the d ifference 
between the MA shares and the MB shares? 

Mr. Bruce: The terms of the MA shares, they carry 
d i fferent d i v i d e n d  rates.  They commence p ay i n g  
d i v i d e n d s  on d i fferent d ates. They have d i fferent 
retract i o n  or  repayment terms. The MA s h a res 
commence paying d ividends in  '92 once the faci l ity is 
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thought to be productive, you know, producing after 
the developments at a rate of 7 percent per annum. 
They commence in  '92 .  T h ey c o m m e n ce b e i n g  
ret racted, that is t h e  province starts getting repaid that 
money once the debt of the project is d own to half 
and that would  be half of only Phase 1, if they only 
did Phase 1, or half of Phase 1 and Phase 2 if  they 
proceed with the Phase 2 project. 

Mrs. Carstairs: I f  they have to put $65 mi l l ion in  equity 
in ,  are they not automatically down to one-half of the 
commitment? 

Mr. Bruce: No, they are not. We expect they wi l l  have 
approximately, between the cost of closing the purchase 
and the development and the cash that is i nside the 
company when they acq u i re it ,  d e b t  in t here of 
approxi mately $ 1 35 mi l l ion for Phase 1 ,  1 35 .  

Mrs. Carstairs: Are we talk ing cumulative or  non­
cumulat ive d ividends? 

� Mr. Bruce: Cumulative. 

Mrs. Carstairs: And how many d ividend payments are 
b u i l t in before forec losure  c o u l d  p o t e n t i a l l y  b e  
i nstituted? 

Mr. Bruce: These are preferred shares as such and 
do not provide for foreclosure terms. They are not a 
debt security. 

Mrs. Carstairs: So there is no debt security whatsoever 
on the $32 mi l l ion being invested by the provincial 
Government? 

Mr. Bruce: Other than covenants, there is no security 
against the d i rect assets. By covenants, that is not to 
further encumber, and so on .  

Mrs.  Carstairs: The M B  shares that  we are going to 
go into at  the Phase 2 stage, I assume that we have 
a d i fferent d ividend rate and that is the reason for the 
d ifferent designation. 

Mr. Bruce: Yes, that is correct. 

Mr. Manness: I would like Mike Bessey to make a 
comment on that. 

Mr. Bessey: I would  l ike to just set the context first 
because, if we look at the MAs and M Bs in isolation 
and some of the terms in  fragmented sense, we miss 
the picture of why they are structured as they are 
structured . The main key point is the present value of 
what they come to. I f  you recal l  the valuation sheet 
which places a negative value on Manfor, it  is on an 
ongoing concern basis, meaning that you have certain 
assets and l iabi l ities and, on an ongoing concern basis, 
i t  requ ires an infusion of cash even to break even.  You 
do not have, for example, the $ 1 0  mi l l ion cash avai lable 
un less you are wi l l ing to close the doors and hold the 
l iqu idation on a fire sale basis and put those people 
out of work. lt  is the only basis on which you have that 
cash available to you for whatever purposes, in addition 
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to which you would be paying for severance, etc . ,  so 
you would not have the cash . 

We would argue that and d id  in fact that the value 
indeed, although placed at a negative value on an 
ongoing concern basis, has to be somewhat positive 
because there is a working capital , including cash,  of 
about $40 mi l l ion.  You would  never real ize that $40 
mi l l ion even on l iqu idation because it is valued as an 
input into the pulp process so your pile of logs is out 
on that basis. I f  you l iqu idate, your pile of logs is not 
worth what you said they were in  terms of i nventory, 
so it is not qu ite 40 but it  is somewhere between 
negative 37 and somewhere approaching 40. 

We argued very strongly in  fact, that argument 
notwithstanding,  the real value of this th ing is $40 
mi l l ion.  Yes, you can argue it is sl ightly less, we do not 
hear that argument. lt  is about $40 mi l l ion. We are 
wi l l ing to take that in cash,  okay, which is what is done, 
but we are wil l ing to take 10 of that cash up front and 
invest 30 for the $200 mi l l ion investment. We are wil l ing 
to structure those MAs and M Bs at 7 percent and 5 
percent, at d ividends start ing at certain dates, etc . ,  so 
that  t h e  p resent va lue  of t h ose fu ture  stream of  
payments equals the $40 mi l l ion .  So, i n  essence, what 
we get is a $1 bi l l ion investment, plus the real value 
of t h i s  p lant  in today 's  terms at t h e  e n d  of the  
investment. If  they do not  d o  that investment, for 
example, we have that cash up front. 

I f  for whatever reason Phase 2 did not happen, in 
fact that future stream of payments would be much 
greater than the actual value. lt wi l l  be much g reater 
than the 40, it  will be actually about $70 mi l l ion.  lt  wil l  
be almost twice what this thing is worth .  So there is 
a real hook in  that sense, and that is why they are 
structured complex so that there is a hook for them 
to do that Phase 2 in  addition to incentives. I f  they do 
not d o  i t ,  then they are paying much more than th is 
th ing is  really worth .  That is o bviously not something 
they justify very wel l ,  the shareholders. They are doing 
Phase 2 and that is the Government's key priority. That 
is why these terms are structured as they are. 

There is  one other point I wanted to make and I lost 
track of i t .  The other th ing is that the 65-these are 
equity instruments as opposed to instruments, and the 
65 is in addit ion to the 135  debt. We did sensitivities 
on any delay in those payments and, because they are 
cumulative, if the profit was not there for first year to 
second year, we would sti l l  accrue those payments. 

I n  addit ion, we bui l t  in  covenants that they cannot 
service their own equity until our equity is serviced . So 
they cannot take anything out unless we have been 
paid f irst, so we are trying to bui ld those k inds of debt 
concerns into an equity instrument. 

M rs. Carstairs: With all due respect, we d id not publ ish 
the fact that you had gotten $ 1 32 mi l l ion for this deal . 
You d id .  What has to be determined now is just where 
th is $ 1 32 mi l l ion is. We were told it was $42 m i l l ion in  
cash but ,  in  essence, it is not  $42 mi l l ion i n  cash.  lt is 
some $42 mi l l ion minus $32 m i l l ion,  which is $10 mi l l ion 
for which there is cash already in  Manfor. So the 
q uestion is that in  fact they have been g iven this 
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company. We may justify their being g iven the money 
further on in these d iscussions, but they have been 
g iven money for no cash contr ibut ion.  

M r. Manness: M r. Chairman, with due respect, the 
moment we signed that agreement, and a condit ion of 
s igning is a cheque coming to the Province of Manitoba 
for $42 mi l l ion, that is what we are sel l ing the going 
concern for. After that,  we begin  then leading into Phase 
I, and our comm itment to the conversion of the exist ing 
Phase 1 represents an i nvestment of $30 mi l l ion .  At 
c losing,  we get $42 mi l l ion for the faci l ity. 

Mrs. Carstairs: Are you saying,  M r. M in ister, then that 
the $32 mi l l ion purchase of M B  shares wi l l  not take 
p lace until the completion of Phase 1 ?  

M r. Manness: No, I a m  saying i t  wi l l  not take place 
unti l  the f inancing of Phase 1 has been guaranteed by 
Repap, then the securities are in p lace. 

* ( 1 1 30) 

Mrs. Carstairs: So that - an d  we wil l use the f igure 
and it may not be absolutely accurate-when you see 
the g uarantee that they have i n  p lace, $200 mi l l ion of 
f inancing to bu i ld  Phase 1 ,  you are then going to send 
them back a cheque for $32 mi l l ion .  

Mr. Manness: Correct. 

Mrs. Carstairs: And what happens if in fact they d o  
n o t  p u t  that $200 mi l l ion i n t o  Phase 1 ?  

Mr. Manness: There i s  n o  deal ,  but the province has 
their cheque for $42 mi l l ion .  

M r. Bruce:  They w i l l  be p rovi d i n g  a c o m p l e t i o n  
g uarantee a t  that t ime, a s  well  a s  having provided u s  
a s  evidence that their lenders providing t h e  debt that 
they have put $65 m i l l ion of equity into the project and 
so on. 

Mr. Angus: I woul d  just l ike to fol low up  on that for 
clarificat ion.  How much is the first phase again ,  the 
total investment of the first phase, $200 mil l ion, and 
how much is the actual cash security going to be 
negotiated for, the security on the notes and the 
f inancing going to be for? You suggested , M r. Bruce, 
that you are going to be securing that investment 
through financial commitments. Those are my words 
not your words, and how much are they for? Are they 
for the complete $200 mi l l ion? 

Mr. Bruce: Yes,  we have to be satisfied . The province 
has to be satisfied that Repap has l i ned up  al l  of the 
f inancing necessary to complete Phase 1, that is  the 
$200 mi l l ion ,  before we proceed with the investment 
of $32 mi l l ion.  Then we try to define with them certain 
things that we would  say would satisfy us, that is a 
comm itment from a lender to provide them the amount 
of debt, their authorization to put i n  equity and so on 
l ike that .  

Mr. Angus: Are there any securit ies provided for if the 
company does not proceed with that Phase 1? If  they 
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cannot arrange that f inancing, as the M i n ister (Mr. 
Manness) has suggested , we have their $42 m i l l ion 
cheque, but they in  turn h ave the company. Is that a 
reasonable assumption or does the deal fall through? 

Mr. Bruce: I am sorry, you wi l l  have to rephrase. I 
apologize. 

Mr. Angus: The M in ister has ind icated that we would 
be able to keep their $42 mi l l ion cheque. We have 
already seen that the company has a cash operating 
surplus of $ 1 4  mi l l ion ,  I think was the f igure we were 
g iven , my f igures again .  Do they keep the company 
and does the deal fall through or do we keep the $42 
mi l l ion? They do not get the $30 mi l l ion in shares and 
we just shake hands, or are there any security provisions 
for us to keep a down payment and get the company 
back? 

Mr. Bruce: The agreement is structured so that we 
have a h igh degree of comfort at closing that they h ave 
the financing in place. I th ink without having it in front � 
of me, we are h igh ly comfortable that at closing Phase � 
1 wi l l  be done. That is, we wi l l  have seen lenders' 
commitments. They wi l l  have committed money, they 
will have g iven us our $42 mi l l ion ,  we wi l l  probably be 
purchasing the $32 mi ll ion back. Yes, there are 10 mi l l ion 
in  the company. Their commitment for $65 mi l l ion of 
financing i n -and that includes purchase of Phase 1 .  
T h ey w i l l  h ave $65 m i l l i o n  o f  t h e i r  m on ey i n  t h e  
transaction.  We w i l l  have $32 m i l l ion in .  We wil l  h ave 
taken back 90 as part of the purchase price as a nominal 
statistic. They are al l  interrelated. The purchase and 
the proceeding with Phase 1 are h igh ly i nterrelated 
transactions. I would th ink that i f  Repap decided not 
to proceed with Phase 1 they would not c lose the 
purchase the way that the agreement is structured . 

Mr. Manness: M r. Chairman, I just want to reiterate 
what M r. Bruce has said ,  that those periods of closing 
and receiving payment, and purchasing shares to Phase 
1 is in a very narrow time frame, but they are all separate 
and d istinct. 

Mr. Angus: Just a f inal quest ion and then I wi l l  turn � 
it back to Mrs. Carstairs. The $ 1 50 mil l ion first mortgage 
debt was in  Phase 2 .  That has nothing to do with Phase 
1 .  

Mr. Bruce: Correct. 

Mr. Angus: Okay, thank you . 

Mrs. Carstairs: Can the M in ister or h is representative 
g ive us some information as to the debt equity ratio 
protection for the preferred shareholder? 

Mr. Bruce: There is a debt equ ity covenant i n  the 
agreement. I am only going by recollection but -
( Interjection)- a debt equity ratio of two to one maximum 
throughout the l ife. 

Mrs. Carstairs: Can the Minister and the representative 
g ive us the f inancial tests that wi l l  be used on the 
preferreds, or are there no financial tests? 



Thursday, March 23, 1 989 

Mr. Bruce: I do not understand your question .  

Mrs.  Carsta i rs :  I f  you are est a b l i s h i n g  p referred 
shareholders and you have a debt equity ratio and you 
have cumulative shares, which you have indicated, there 
h as to b e  some p rotect i o n  for  t h e  p referred 
shareholders i n  terms of tests which are appl ied to 
ind icate how secure those preferreds are. What have 
been the tests that have been put in place? 

Mr. Bruce: The principal test is the debt equity ratio  
and that the dividends are current, that the redemptions 
are current. I f  they should fall outside of any of those 
provisions, they are prevented from taking any funds 
out of the company on a return of their own equity or 
for management or other th ings l i ke that. 

Mr. Chairman: Any m ore questions? 

Mr. Angus: Well ,  i f  you i nsist. Actual ly there are 
q uestions and I can only assume that the Government 
has done a good job i n  securing the i nterests of � Manitobans. They certainly are asking the q uestions 
along the r ight l ines, as far as I am concerned , for the 
securities. I am concerned , M r. 8ruce, as to how your 
organizat ion in  the course of one month would value 
a corporation the size of M anfor at $5 mi l l ion negative, 
or plus or minus less than your predecessor the month 
before had done it? H ow d o  you arrive at the devalued 
value? 

Mr. Manness: M r. Chairman , I am wondering if there 
is  some confusion here. We never asked Pemberton ,  
H ouston , W i l l ou g h by t o  d o  a n  eval u a t i o n  o f  the 
company. We had asked -

Mr. Bruce: There might be, M r. M i nister. I am sorry 
but-

Mr. Manness: The former Government had approached 
Stothert Management to do an evaluation, one amongst 
m any. 

Mr. Angus: Is Stothert n ot represented here? 

Mr. Manness: Yes. 

Mr. Angus: Perhaps then I should not be asking M r. 
8ruce that q uestion and I should be asking Stothert . 

Mr. Rob Harmer (President, Stothert Management): 
Essen t i a l l y  t h e  d ifferences in eval uat io n  ref lect 
perceptions of the future. Our evaluat ion is  based upon 
a 20-year forecast of future prices of sack k raft paper 
and operat ing costs. We would make assumptions 
concerning i nflation rates. I have reviewed the Bowel l  
M anagement evaluation. I was personally i nvolved i n  
calculat ing t h e  Stothert Management present value 
calculation. They essentially reflect different perceptions 
of what wi l l  happen with the sack kraft price in future 
and d i fferent assum ptions concerning inflat ion.  

Mr. Angus: I appreciate that you have different methods 
and are looking at d i fferent crystal bal ls to try and 
gauge these th ings. Were you asked , at any time, to 
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value the company for resale and, if you were, were 
you able to peg a value? 

M r. Harmer: That was the purpose of the valuation. 

Mr. Angus: The resu lts were that it  should be sold 
for-we should g ive somebody $25 mi l l ion to take it 
away? 

M r. Harmer: I am sorry, I perhaps did not make myself 
perfectly clear. The valuat ion we did was the operations 
of Manfor on an ongoing basis. We did not provide a 
valuation of what the Manfor asset could be sold, 
because that real ly is a reflection of what occurs in  the 
marketplace. 

• ( 1 1 40) 

Mr. Angus: I have no further questions for M r. H armer. 
I would l ike some clarification from the Minister. Correct 
me if I am wrong,  and again these are my terms. I do 
not have that package you were going to photostat for 
us yet, so I am going by memory as best I can. If Phase 
2 commenced , you were going to be sell i ng back a 
block of shares at a reduced value. Could you just 
expla in that portion again and then the rationale? 

Mr. Manness: Mr. Angus heard correctly. We did it for 
two reasons.  First of al l ,  in  the stream of cash flows, 
we structured those back so they would again present 
to the Government $44 mi l l ion ,  or $40 mi l l ion to $44 
mi l l ion present value, the whole deal . Secondly, as a 
show of good faith and commitment to th is major 
investment, that the Govern ment was wi l l ing to forego 
half of their B shares, so one incentive to sti l l  keeping 
the present value i n  the area of $40 mi l l ion to $45 
mi l l ion.  

Mr. Angus:  This condit ional grant is based upon how 
broad a commitment or how deep a commitment into 
Phase 2? 

Mr. Manness: l t  certainly is not a grant. We put out 
no money. As a matter of fact, we realize the value 
$ 132 mi l l ion only if it continues to grow as a going 
concern. Per your questions to M r. Harmer, as you can 
realize, there is not $ 1 32 mi l l ion worth of value there. 
So as part of the deal we have taken paper Class 8 
shares, which are not a grant, but says that we have 
some equity. We wil l  only grant forgiveness or the 
redemption of half of those shares upon commencement 
of Phase 2 .  

I f  Phase 2 d oes not  go ahead, a l l  of a sudden that 
paper Class 8 shares that we received take on much 
g reater value, because then the company has to begi n  
t o  r e d e e m  o n  t h e m  a n d  p a y  d iv i d e n d s  o n  them , 
accumulat ing.  So that paper really on ly takes major 
value if i ndeed the company d oes not proceed with 
Phase 2 .  Again ,  as M r. Bessey has ind icated , this is  
one of the hooks that we have put in  to ensure that 
the company maintains its word and its best intentions 
to m ove forward . 

Mr. Angus: Thank you, M r. M inister. The term "grant" 
I recognize as an obnoxious one to the business 
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mentality you h ave, but perhaps the agreed reduced 
rate of redemption or resel l i ng  of the shares is a more 
appropriate term. My understanding is that it is  secu rely 
t ied, and I was just curious as to what sort of an 
agreement you have come to, to ensure-the whole 
objective, M r. Chairman, through you to the Min ister, 
is to get them to do Phase 2, and you are dangl ing a 
carrot for Phase 2, and I applaud that form. But  if it 
does not, how do we ensure that it works? 

Mr. Manness: M r. Chairman, M r. Angus is right to where 
we spent countless, not hours ,  not days, but weeks 
and months in  that whole area, and I say to h im t hat 
we could not put a gun to the company's head to 
absolutely ensure Phase 2 .  What we did was bu i ld  in 
a number of commitments that we were prepared to 
make if they went ahead with Phase 2 and, on the other 
side, a number of legit imate costs to them if they d id  
not go  ahead, inc luding a l l  our  commitments I talked 
about: the $ 1 50 mil l ion g uarantee; the cont inu ing 
expansion of the roads. Third ly, the forgiving of ha l f  of  
the Preferred B shares would  on ly  occur after we were 
sat isf ied a n d  c o u l d  be s h o w n  p roof t h at a l l  t h e  
engineering was done; two, that t h e  f inancing was 
secure, the f inancin g - n o  part of our guarantee comes 
forward u n t i l  we cou l d  a b s o lu t e l y  see w h e re t h e  
financing for that $800 mi l l ion is guaranteed . Third ly, 
t hat there is a recovery boi ler, or some other major 
port ion of machinery that has been ordered , and that 
t here i s  a n o n - refu n d a b l e  payment  m a d e  b y  t h e  
c o m p a n y  i n  s u p p o rt of  t h a t  o r d e r i n g  of  major  
equipment. On ly  at  that t ime would  we be prepared 
to  honour some of our commitments to Phase 2. 

I f  Phase 2 d oes not go forward , then the company 
by the covenants in  the agreement h as then to provide 
certain th ings to the province. The wood is taken back.  
They l ose v i r t u a l l y  two-t h i r d s  o f  t h e  wood area.  
Secondly, there is no guarantee; th i rd ly, accelerated 
payments, I bel ieve, on the A's and the B's right across 
the board , accelerated payments such that the present 
value no longer is $40 mi l l ion but the present value 
jumps u p  to $67 mi l l ion ;  fourth ly, no forgiveness of 
course on the B shares. That is  what we have tried to 
structure throughout to ensure that Phase 2 took place. 

Mr. Angus: I appreciate what Mr. Manness is saying 
and 1 can l ighten the load a l itt le bit .  I think that they 
are on the right course and I recognize the deal ing in  
major takeovers of this nature are d ifficult ,  at  the best 
of t imes but ,  in monopoly, even when you end up with 
a l l  of the properties and al l  of the money, you have 
nothing and,  if you have a company that is not worth 
very much, I am wondering what securities we have in 
relation to Repap d ivest ing itself from the pu lp and 
paper forest products in  The Pas from its parent 
company. Are the securities and are the agreements 
and are the share values in  the Repap organizat ion,  
or is this a private and separate corporation that is 
being set up for the purpose of establ ishing shares? 

Mr. Manness: What we have is  the basic right -there 
are no transfers. l t  is ownership ,  u n less it has our 
endorsement. The province has the final say, the r ight 
of veto,  as to u lt imately how the assets associated with 
M anfor are moved around in  the corporate chain.  The 
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province has g iven itself veto signed by way of the 
contract . If th is is not fol lowed , we have the right to 
be paid off i n  d iv idends and indeed our share. 

M r. Angus: Paid off i n  Repap d ividends and Repap 
shares in the parent corporation or in  a separate 
corporation that has been establ ished in M an itoba with 
its own ind ividual t it le and share sections? 

Mr. Manness: M r. Chairman, the redemptions take 
p lace per my earlier comments, much more qu ickly 
causing a much greater present value. 

M r. Angus: Let me just back off from that and perhaps 
ask some other questions and I can perhaps col lect 
my thoughts on it. I wi l l  ask the M in ister and his staff 
to g ive some consideration to the fact that if  an 
organization like Repap is al lowed to buy a corporation 
l ike Manfor, break it off, m ake it a private ancl separate 
company, remove the assets, not fulfi l l  its commitments, 
take the money away from it and then turn it back to 
you , you can accelerate the shares as much as you 
want. They do not have any value or, if they d o  not � 
have any value-and I was concerned about the security � 
that we have as Manitobans to prevent that type of a 
th ing,  tak ing,  and I say that not with a slant in any 
d isparaging remarks to Repap or any innuendos in 
relation to their credib i l ity as a corporate cit izen. 

Mr. Manness: Mr. Chairman, I am going to ask Mr. 
Bruce to answer this.  Let me say, there is nobody more 
mindful  of the history of th is particular operation and 
what has happened over the last two decades between 
myself and indeed all Members of the negotiating team. 
S o  t h ose very concerns  and every one of  t h ose 
potential it ies was taken into account.  Now, I wi l l  ask 
Mr. Bruce to ind icate how it was that we structured 
the agreement to address your concern . 

* ( 1 1 50)  

Mr. Bruce: The objective was to have it as if i t  were 
a,  "stand alone Manitoba company" with no other 
Repap encumbrance. They have agreed to that, but � 
they want the corporate flexib i l ity of moving it around,  � 
subject to our approval and being satisfied that what 
you have described is not what the objective is. You 
can analyze and decide not to do it if you do not want 
to al low the transfer of the assets. 

There is a provincial rate. They have to get the 
approval of the province to transfer assets. We do 
recognize they may want to, for whatever corporate 
reasons, move this around but they have undertaken 
not to encumber the assets. If they move them into 
another company, they would not follow under the 
security arrangements of the other company, and so 
on. They have become transferred assets. They may 
be a d ivision but they wi l l  be kept as much l ike a stand 
a lone company with the equity associated with the 
project that they have put in  for  debt equity tests, and 
so on .  So it is a principle in  the agreement. l t  becomes 
very complex when you start th inking of d ivisions, of 
an organization chart that is extremely complex and 
often very dynamic, changes for-
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Mr. Angus: M r. Bruce, you have suggested that it is 
going to be a "stand alone M anitoba corporat ion . "  

M r. Bruce: N o ,  I said i t  is  l ike a "stand alone. " The 
objective was to have it l ike a "stand alone Manitoba 
corporat ion." 

Mr. Angus: H ow does i t  d iffer? The opt imum word is 
" l ike ,"  and perhaps we should get the lawyer to the 
table to g ive us an opinion of that.  But what I am 
concerned about, M r. Bruce, is that if the company is 
establ ished i n  M anitoba, if the shares are al l  for a 
Manitoba corporat ion,  if they end up having no value 
for whatever reason,  what have we got? Do we have 
any recourse to the parent company? 

M r. Bruce: The structure of the agreement is to have 
recourse to the faci l it ies, not to Repap. By negative 
pledges, that is in the form that they can encumber 
them beyond the first m ortgage debts that are used 
to f inance their construction, and so on. 

M r. Angus: The fac i l i t ies being the capital investment 
of the faci l it ies at The Pas. Is  that accurate? 

M r. B ruce:  The ex ist i n g  fac i l i t ies ,  t h e  P h ase 
development and the Phase 2 d evelopment. 

Mr. Angus: So, i f  I can just try to put th is into 
perspect ive ,  i t  is l i k e  a "stand  a l o n e  M a n it o b a  
corporat ion." They have agreed t o  g ive us $42 mi l l ion 
out  of  Repap's parent company's pocket. They are going 
to write you a cheque, I th ink are the words that you 
used . We i n  turn are going to get some agreements i n  
writ ing that they are going t o  u ndertake some Phase 
1 commitments. They i n  turn take over the whole of 
the plant, including the cash money that is in the bank.  
They then are able to establ ish the separate company. 

We have al l  of these preferred shares that we have 
agreed to, non-vot ing preferred shares, I suspect, and 
I would  suspect we d o  not have anybody on the board 
of d i rectors at this Man itoba corporat ion.  We d o  not 

Ill have any players at the table to monitor or gauge any 
, of their  decisions. If ,  in fact, they do not, and the only 

security we h ave are the commitments to growth for 
The Pas that they are going to make, if it does not 
work out, i f  they decide not to proceed with i t ,  there 
is  n o  recourse back to the parent company of Repap, 
the $42 mil l ion you have suggested they have got, which 
has o bviously been d iscounted by the 1 4  m i l l ion or 
whatever cash is in  the corporation r ight now. Is that 
an accurate appraisal of the situation right now? Without 
m a k i n g  any j u d g m e n t s ,  h ave I got t h e  g is t  o f  i t  
accurately? 

Mr. Bruce: I th ink ,  save and except that there are 
covenants in  there to prevent them from doing anything 
untoward . That is ,  they cannot encumber the assets. 
F u r t h e r, t hey can n ot t ransfer  t h e m  t o  a d u m m y  
corporation without -we wi l l  h ave the right t o  refer. 
They might want to transfer them to a substantial 
corporation, a shel l corporation, whatever. We are going 
to h ave to understand the reasons so the protection 
that the province has tried to bui ld into the transaction 
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are negative pledges, no more, just the debt that goes 
for construction of our productive faci l it ies in The Pas 
and Swan River. There is that major commitment and 
a right to review it to make sure what you have described 
is not the intent of the reorganizat ion.  In  other words ,  
there w i l l  be  reorganizations and you wind up-we have 
shares of a company and they are going to amalgamate 
or something and you wind up gett ing shares of others. 
We as shareholders have have the right to approve 
those th ings. 

M r. Angus: I appreciate the candor that M r. Bruce has, 
the d ialogue that he has entered into. 

Mr. Manness: I would have to ind icate to M r. Angus 
that we really cannot go into an awful lot m ore deta i l  
on that .  I see where you are leading and you are going 
to want to ask specific questions. I have to serve notice 
that we cannot go any further than this. We tried to 
lay out the basic covenants. We tr ied to l ay out the 
safeguards and the basic principles of those safeguards. 
We are happy to do that. I am just sort of serving notice 
that we cannot go much beyond,  much further. 

M r. Angus: I appreciate the del icacy of the issue and 
I appreciate that we begin  to tread upon the thin ice 
of business eth ics, negotiat ions and arrangements that 
are done in  good faith.  I will assure the M i ni ster that 
we are al l  i nterested in  making sure and ensuring that 
Manitobans have the absolute protection that they 
deserve for this corporat ion.  

Whi le the l i ne of questioning may be sensitive, i f  the 
M i nister would g ive me the courtesy of meeting with 
me i n  camera, and/or other Members of the committee 
who may be interested, to discuss these particular items, 
I would be p leased to pursue that issue because I 
bel ieve, M r. Chairperson, that it is incumbent u pon the 
G overn ment  not only to  sat i sfy a l l  M an i t o b ans  i n  
whatever method they take, but certainly t o  satisfy 
Members of the Legislat ive Assembly that th is is i n  
fact a good opportunity for Manitobans t o  negotiate 
a positive i mpact on the economy and part icularly the 
economy in  northern Manitoba. 

M r. Manness: Mr. Chairman, the questions as to  what 
safeguards h ave been bui l t  into the agreement are fair. 
There is no argument there. M r. Bruce has i nd icated 
that with respect to hiving off assets and moving shares 
around either to a substantial corporation or to a 
dummy corporation that there cannot be anything done, 
absolutely anything done, without our countenance. We 
h ave the final veto as to how the asset covered i n  a 
share form, the Manfor asset covered in some share 
form, is u lt imately dealt with within the Repap empire. 
We have the final say. 

M r. Angus: I wi l l  ask two more questions and then 
col lect my thoughts and see how I may be able to 
p h rase q uestions so that we can get more specific 
answers without embarrassing anybody. 

The one question that I have is, what are the assets? 
What are the capital assets of the corporat ion? This 
is  a two-year-old report. lt is  the most recent report 
that I have. Can somebody tell me? 
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• ( 1 200) 

Mr. Manness: M r. Chairman, I am prepared to provide 
a number, but I must tel l  the Member that what 
statement we have has not been audited . 

Mr. Angus: I appreciate that. 

Mr. Manness: l t  is not my responsib i l ity to release it .  
There is another M i nister who is i n  charge and that is 
the problem, I guess, we are in. So if you insist on 
want ing an evaluat ion,  I am p repared to g ive you one 
globally but I cannot entertain specific questions beyond 
that. 

Mr. Angus: M r. Chairperson ,  with that proviso that it 
is  a global figu re, that you are not going to be held to 
i t ,  I would appreciate having an approximate worth ,  if 
you l i ke, an outl ine i n  whatever fashion you can g ive. 

Mr. Manness: M r. Chairman, as I showed on the sl ide, 
the book value on M anfor books was $ 1 32 mi l l ion. As 
you know, the Province of Manitoba, the shareholder, 
we d id not support that buy. 

M r. Angus: A final quest ion,  and again I would remind 
the Min ister that  I sti l l  have not  got  a copy-

An Honourable Member: Wel l ,  they are r ight-

Mr. Angus: Okay, I am sorry. 

M r. C ha i r m a n :  That  i n f o r m at i o n ,  I w i l l  ask  t h e  
committee Clerk whether she could d istribute them t o  
t h e  Members i n  t h e  committee. 

M r. Angus: Thanks very much.  The final q uest ion and 
t hen I will turn i t  back to M rs.  Carstairs, the q uest ion 
s imply put is ,  why d o  we not h ave a player at the table 
in the Province of M anitoba? 

An Honourable Member: What table? 

M r. A n g u s :  Wel l ,  the b o a r d  t a b l e  of the Repap 
corporat ion that is go ing  to be gu id ing  and  governing 
the activities of the Repap d ivision of the Manitoba 
"stand alone l ike" company, l i ke stand alone company. 

An Honourable Member: Why? Do you want to be 
on the board of d i rectors? 

Mr. Bruce: Bite it. 

Mr. Angus: M r. Chairperson,  without putting M r. Bruce 
on the hot seat, i t  is not u ncommon in corporate 
mergers and/or takeovers for ind ividuals who are 
becoming t rad ing partners to ask for and to request 
opportunit ies to sit at the board of the governing body 
in  order to: a) protect their assets and their investment, 
to secure the d i rection they have got; and b) out of 
respect that they have ind ividual p layers who know the 
h istory, k now the development and know the d i rection 
from whence it  has come. So it is not uncommon and 
I wondered whether or not you were instructed not to 
or-
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Mr. Bruce: There was no instruction not to. lt was 
recognized that Repap is a publ ic Canadian corporation 
and has a f in ite num ber of d i rectors, has faci l i t ies at 
various locations, has done-and virtual ly in all cases 
acqu ired the assets from vendors, and none of their 
previous vendors from the three other major locations 
are represented on the board. lt is clearly your r ight.  

There is a clear concern as a sel ler that you have 
got al l  of these condit ions and covenants. H ow can 
you make sure that the corporation is, and we have 
tried to bui ld  into the agreement as a principle,  and 
I will not go  into detai l ,  basis of monitoring to making 
sure,  you know, receiving reports and so on,  that they 
are adhering to th ings. 

An Honourable Member: I am sorry, I d id  not get that .  

Mr. Manness: Wel l ,  to bui ld on  one point that M r. Bruce 
has just ind icated , and it will become clearer at closing, 
is that we sti l l  have by way of covenant in the agreement, 
an opportunity to go in  and look at certain aspects of 
Repap 's deal ings specifically deal ing with Manfor in an � 
audited sense. � 
Mrs. Carstairs: I just want to return to something earlier 
because I may have missed the answer. I just want 
some clarificat ion. I went out to do some testing myself 
in  terms of i t .  

We were talking about the preferred shares and the 
tests on those preferred shares, the debt equity rat io 
which is two to one and the payment of a 7 percent 
dividend on MA type shares and a 5 percent d ividend 
on MB shares. I asked a question with regard to the 
r ights of foreclosure and perhaps I should have said 
the right to seize the assets as opposed to the r ight 
to foreclose. But it has been qu ite normal that if a 
dividend is not paid eight t imes that indeed the preferred 
shareholder does have the r ight to seize the assets. 
Has that been bu i lt into th is agreement? 

Mr. Bruce: No, i t  has not, but I am not certain it is 
common for preferred shares to have the right to seize 
assets. lt  would be a major precedent, I th ink .  They f 
are share capital of the corporat ion,  not debt of the , 
corporat ion .  

Mrs. Carstairs: Share capital in  the corporation but, 
if there is no capital in  the corporation, they have 
noth ing.  Therefore, there have to be some protections 
for preferred shareholders. I n  the cases of cumulative 
payment of shares, certainly there are a number of 
corporations who do have that eight-payment test. 

Mr. Bruce: I do not know how to try and answer that 
other than by example from previous experience on 
preferred shares i n  corporations that have gotten into 
financial trouble. I mean, i t  is gett ing way off course 
in my view, but there are wel l-chronicled companies: 
Daon Corporat ion,  Dome Petroleum and so on, and 
the preferred shareholders' really only had a nuisance 
value that company could not continue in existence if 
they reorganized . In  our case-

An Honourable Member: A nuisance value. 
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Mr. Manness: We said $40 mi l l ion ,  present value. Did 
you not hear us? 

Mr. Bruce: I n  th is instance, we have gone beyond that 
to have negative pledges. That is,  the company if it 
gets into the g lue, it  is only on debt that we know was 
in t here. Secondly, there are incentives for th is to keep 
us current, but they cannot take anyth ing out of the 
company. They cannot, you know-they get into a very 
difficult position having to come to us virtually to do 
anyth ing with the company. But no, the shares are not 
secured against the assets of the faci l ity. They are 
secured by not al lowing any other, ind irectly in  jargon,  
negative pledge. That is, there is no other pledge. 

Mr. Manness: M r. Chairman, I am wondering if i t  would 
be acceptable to Mrs. Carstairs that M r. Jessiman come 
forward and g ive a specific legal response to the 
question.  

Mr. Duncan Jessiman (Barrister, Pitblado and Hoskin): 
I woul d  l ike to explain the situation of the preferred 
shares. As indicated earlier, we have tried to establ ish 
the investment on a basis whereby we have isolated 
the Manitoba assets on the basis whereby there is equity 
in the assets from Repap and , i n  the first phase, that 
is $65 mi l l ion .  There is $ 1 35 mi l l ion worth of debt and 
then there is the preferred shares, the MAs and the 
M Bs. 

I f  the debt holders have a r ight u nder the terms of 
their i ndentures to realize on their security and sel l the 
assets, then they woul d  be paid f irst.  I f  the company 
is  wound up,  then the preferred shareholders would 
then participate and after that the com mon shareholders 
would participate and that is the basis of the security. 
But there is no specific security on the assets in a 
preferred share.  They just rank ahead of the equ ity, 
common equity shareholders. 

Mrs. Carstairs: What, and if you had the worst case 
scenario, okay-

Mr. Jessiman: Yes. 

M r s .  Carsta i rs :  - w h at h a p p e n s  i f  t h e re are n o  
dividends paid o n  the preferred shares? 

Mr. Jessiman: They would be cumulative. There are 
no provisions to force their payment .  We cannot take 
over the company. They would have to default under 
their  debt and the company would have to be wound 
u p  in  order to realize. 

Mrs. Carstairs: But provided that they maintain their 
debt equity rat io-

M r. Jessiman: Right .  

Mrs. Carstairs: -which is two to one, that they sti l l  
do not  make payments to the  preferred shareholders. 

Mr. Jessiman: They h ave made a covenant to pay the 
d ividend. I mean, if  they d o  not, they meet the l iqu id ity 
tests under The Corporations Act. I f  they d o  not do 
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that,  then we have the right to go after them at law, 
because they have covenanted in  issu ing the shares 
that they wi l l  pay the dividend. The only reason that 
they could not pay the d ividends is they do not meet 
the l iqu id ity test under The Corporations Act and, i n  
the  structuring, we have even bu i l t  i n  security for that 
the way it is structured. 

I f  they try to move assets around,  we have tried to 
ensure that if  the Manitoba assets produce income that 
would be avai lable for d ividends, that the Manitoba 
Government  would be ent i t led t o  i t  t h ro u g h  t h e i r  
d ividends, through their preferred shares. 

Mr. Chairman: Any more questions? 

M rs. Carstairs: Oh,  lots of q uestions. 

* ( 1 2 10)  

Mr. Angus: I n  fairness, we wi l l  turn it  over to the other 
Members of the committee to ask questions on finance. 
I am sure they have legitimate questions as wel l ,  and 
we do have ind ividuals in  from out of town and, with 
respect, I would like to deal with any actions that they 
might contribute to and then let them leave. So I do 
not  want the Third Opposition Party (sic) to be ab le  to 
say, wel l ,  look, br ing those guys back from Vancouver. 

Mr. Cowan: J ust a couple of questions then and there 
are other areas of the deal that we wish to d iscuss i n  
more detai l ,  b u t  w e  th ink that t h e  financial aspects 
have gotten a fair hearing for today. That is not to 
suggest that there may not be reason to wish to pursue 
that later on in  the d iscussion i n  the review of this 
particular set of negotiations. So by asking q uestions 
today, we are trying to accommodate the intent of the 
Opposit ion Party, with respect , to not br inging people 
back but we do not rel inquish the right to do so if  that 
is required.  

Just on another issue that I do not bel ieve has been 
mentioned, and please correct me if it was while I was 
out of the room,  and that is with respect to the use 
of Manfor's accumulated deficit by Repap over the years 
with respect to income tax, and I would ask the Minister 
if  he can ind icate if any calculations have been done 
in  that regard to determine the value of that part of 
the deal to Repap and, because that will affect both 
provincial and federal Treasuries, the cost to the federal 
Treasury and the provincial Treasury. 

Mr. Manness: M r. Chairman, I wi l l  let Mr. Bessey answer 
this in fairer detai l .  Let me say, th is was an area that 
some d iscussion was spent on during negotiations. Let 
me also ind icate there is  no part of the agreement that 
indicates the province will warrant or prepare to warrant 
any potential ru l ing or lack thereof in Ottawa with 
respect to national revenue. We hope the company 
may be successful in  arguing its case in  Ottawa, but 
there wil l  be no dol lars lost to the P rovince of M anitoba 
if  indeed these loss carry forwards develop some value. 
M ike Bessey, p lease. 

Mr. Bessey: The context in  which this occurs is by 
virtue of the fact that Manfor has lost money over l ast 
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decades, say. There may be tax benefits associated 
with those losses, as is normal .  Manitoba, however, as 
a Crown corporation could never take advantage of 
t hose tax losses. We have l ost the money, we are out 
of it. There may be tax benefits avai lable,  but they are 
not avai lable to  us, period. They may not even be 
avai lable to any private sector purchaser because of 
restructur ing that took place i n  1 983 and some other 
factors. So they may or not be there and we refuse to 
warrant anyth ing to that effect. 

If they are there,  if there is some tax benefit there, 
we cannot access it .  N o  other pr ivate sector purchaser 
c a n  access it u n less it h as prof i tab le  vent u res 
somewhere e lse wi th  wh ich i t  appl ies these tax benefits 
to. What we h ave done-you then have two choices. 
You say, you find a way to p revent anyone from even 
ut i l iz ing tax benefits. You say, we cannot use them, we 
do not want anyone else to use them and you burn 
the value of those tax benefits i n  an incinerator, i n  
effect, a n d  i t  is  an i nefficient u s e  of capital resources. 

What we have done is to covenant,  to the extent that 
there is any tax benefit that can be accrued, we are 
forcing them to take profits they h ave elsewhere into 
the country, if t hey apply them to these tax benefits, 
and sink i t  back into this project i n  Phase 2 to make 
sure Phase 2 happens. So even though we can never 
use those benefits and they can only use them perhaps 
if  they are there by virtue of the fact they have profits 
elsewhere, we are forc ing them to apply them back 
into this project to make th is  project more viable and 
stronger, and then make Phase 2 happen qu icker. 

M r. Cowan: M aybe M r. Bessey can be more expl icit 
and provide a b it  more detai l  as exactly how we are 
going to force them to pay back those tax benefits. 

Mr. Bessey: l t  is  the equivalent value. So if they have 
sheltered their profit they h ave made elsewhere, and 
a profitable venture to the tune of $20 mi l l ion,  we expect 
$20 mi l l ion  back into th is project immediately to make 
this project stronger. 

Mr. Cowan: But would not that be money that would 
be flowing back to the project in  any event. I f  it was 
not, that money would be, the covenants that were 
discussed earlier would take effect with respect to Phase 
2. I am bui ld ing on the point that M r. Bessey said ,  that 
t hey wil l be forced to ut i l ize those in  Phase 2. 

Mr. Bessey: I f  not i n  Phase 2,  because Phase 2 has 
not happened, then on top of their 65 m i l l ion in  equity 
in Phase 1 or to pay us off, okay. lt is  not the same 
th ing ,  and i n  some way it would be there anyway 
because the m oney "would be there anyway" might 
be debt, as opposed to making this project more 
f inancial ly viable. So what we are doing is saying,  if 
you can receive any benefit from th is-and we have 
to recognize that they can only receive a benefit by 
virtue that they have performed elsewhere and so on.  
I n  some effects, we are contro l l ing their own use of  
their own capital resource. We are saying, if you do 
enjoy any benefit that it comes back into this project 
to make th is project f inancial ly stronger, not as debt 
but as equity or  to pay us oft. 
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Mr. Cowan: What are the possi ble valuations of that 
benefit to Repap? 

Mr. Manness: Mr. Chairman, I almost hesitate to answer 
th is question because it is purely in the realm of 
speculation . I th ink ,  when we were negotiating with 
Repap and indeed others, the bottom is obviously zero 
and, in  the top side, I th ink we al lowed ourselves the 
p leasure of saying 50 or 60. Wel l ,  there was even a 
t ime when 1 00 mi l l ion was used , but I do not th ink we 
ever allowed ourselves to get carried away with that 
number. You know, it is just purely in the realm of 
speculat ion.  

Mr. Cowan: So there could be, at the very outside, 
$ 1 00 mi l l ion ,  but more than l ikely in  the realm of $50 
mi l l ion to $60 mi l l ion of tax benefits that would accrue 
to Repap as a resu lt of this deal. Is that the case? 

Mr. Manness: M r. Chairman, I refuse to even g ive 
comment as to what might . . . .  We would not spend 
any t ime trying to quantify it at al l because it is not 
our decision . We have nothing to do with the decision • 
whether  or not  it i s  accept a b l e  to t h i s  federa l  � 
Government as a loss carry forward . What we d id  say 
is if it h as any value whatsoever, if you , Repap, are 
successful  in being able to real ize some value from it ,  
then that wi l l  have to come back i n  to the Manitoba 
project in  form of your equ ity on top of what is here, 
to shore u p - and M rs. Carstairs talked about the debt 
equ ity ratio of two to one again to improve that so to 
g ive the whole project greater stabil ity. 

M r. Cowan: So, if I understand it correct ly, it may not 
result in  any further economic activity. lt may not result 
i n  any further work, but what it may result in is a stronger 
corporat ion.  Is that the case? 

Mr. Bessey: l t  may. l t  can also be used to purchase 
more assets here, for example, to proceed with the 
paper machine. 

Mr. Cowan: But it does not have to be used for that 
purpose. lt may, in fact, just be an internal bookkeeping, 
although of some sign ificance, with respect to the � 
corporation sinking it back into the operation here so 
as to increase the financial stab i l ity of the corporat ion,  
which is not a bad th ing ,  but would not result in more 
jobs, would not resu lt in more economic activity other 
than what is al ready anticipated under the agreement.  
Is that correct? 

Mr. Manness: M r. Chairman, it is certainly more than 
a bookkeeping entry. What it is, it wi l l  provide a greater 
stabi l i ty and a greater certainty of the jobs that are 
now in  place and those ones that are to be added to 
it. l t  provides the province with a greater degree of 
comfort. Remember whenever there is debt i nvolved , 
we do not have the same comfort as if there were no 
debt involved . So to the extent that there is lesser debt 
i nvolve d ,  g reater equ i ty, the  province feels  m ore 
comfortable and, indeed, the jobs that are in place are 
more secure. 

Mr. Cowan: I know that feel ing personal ly. I can 
certainly empath ize. However, I do want to make the 
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point,  and I do not want to misconstrue or misstate 
or even misinterpret, even inadvertantly, what has been 
said, but it is my understanding ,  which is somewhat 
contrary to what I first understood being said by M r. 
Bessey, that in fact the tax loss carry forward may, as 
the M i nister said ,  make the operation more f inancial ly 
certain and provide f inancial stabi l i ty. But it may, in 
fact , not result i n  one add it ional job,  one addit ional 
purchase, one addit ional economic activity. 

* ( 1 220) 

M r. Manness: M r. Chairman, it is  al l  a matter of t iming .  
Were i t  to happen al l  today, my comments are r ight.  
M r. Bessey is r ight i f  indeed the judgment d oes not 
come d own until three or four years from n ow, and M r. 
Pedde is so impressed with the M an itoba environment, 
so impressed with the Conservative Government that 
wi l l  be in place at that time, that he decides he would  
l ike to i nfuse another $800 mi l l ion in  support of paper 
machines. I th ink he might want to d i rect that $20 
mi l l ion ,  h owever much saving,  towards greater equ ity � associated with that yet next phase of this g reat 
denouncement. 

M r. Cowan: I am certain M r. Pedde is impressed with 
the deal he has gotten to d ate, so one would anticipate 
that he could be i mpressed i n  the future. But what the 
M i nister is tell ing me, as I read through his words, is 
that it is  entirely M r. Pedde's decision .  

M r. Manness: False. M r. Pedde's decision whether he 
is going to put paper machines here or not. The fact, 
i f  there is a benefit derived from those l oss carry 
forwards, they wi l l  come to Manitoba. That was our 
decision as we entered i nto the agreement. 

M r. Cowan:  I just want to go back to what M r. Bessey 
said then. I wrote it d own because I thought i t  was at 
the t ime i mportant to note. He said that there is, i n  
h is  words, a covenant that i f  there are tax benefits they 
wil l  be forced to sink back into Phase 2 of the operation. 

The imp l icat ion there was that they would be forced 
to s ink back i nto some expansion of the operat ion.  But 
what I am being  told now by the M i nister is that may 
in fact be what actual ly occurs. That would be M r. 
Pedde's decision but there is nothing in the agreement 
that forces them to do that. They can sink i t  right back 
into their debt equity position in  the company. I n  other 
words, they can use i t  to make themselves more stable 
f inancial ly without adding to the jobs or without adding 
to the purchase of equ ipment. That would  be their  
choice. 

M r. Manness: M r. Chairman, it is  not their choice. lt  
is the choice of the Government of Manitoba as to 
where those benefits are d irected . You can bet that the 
Province of Manitoba wi l l  want them d irected back to 
the Province of Manitoba. You can bet that i f  they come 
forward before Phase 2 is  on the ground ,  they wi l l  want 
to be d irected towards the shoring up and the stabi l ity 
associated with Phase 2.  I f  they come in after Phase 
2 is  bui lt  and operat ing,  then it is  up to M r. Pedde to 
decide how he wants them to come into the p rovince. 
But they will come into the province, for the l ast t ime. 
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Mr. Cowan: We understand that they will come into 
the province. But how they come into the province and 
how they are ut i l ized once they are in  the province is 
somewhat at question. I am hearing two different things. 
Perhaps the M in ister can clarify. He says that it is  up 
t o  the Province of Man i toba ,  the Government  of 
M a n i toba ,  t o  determ i n e  where th ose benef its are 
d irected. Is he saying that they can then tell Repap 
that they cannot use those benefits to shore up their 
financial position but actually have to undertake projects 
which wi l l  increase employment or undertake projects 
which wi l l  add to the operating equ ipment in the plant? 

Mr. Manness: M r. Chairman, the f irst priority is that 
they would come to Phase 2 to shore up the debt equity 
rat io.  

M r. Cowan: I th ink we are probably going to need 
some d iscussion on that over a period of t ime. lt may 
have to actually wait unt i l  we see the contract , but I 
am certain ly not satisfied from what we have been told 
today that we have very much leverage other than to 
ensure that the money is reinvested back i nto the 
o perat ion in  Man itoba without regard as to exactly how 
it  is reinvested. That is something that we will want to 
d iscuss a bit later. 

I would ask the M i nister though on the same subject, 
with respect to the tax rul ing, he said earlier, and correct 
me if I am wrong,  that the tax ru l ing wil l  not have a 
cost to Manitoba. Is that the case? 

M r. Manness: M r. Chairman, that is  correct. 

M r. Cowan: But it wi l l  have a cost to M anitoba 
taxpayers as taxpayers who rely upon the financial 
Treasu ry to f inance certain operations. I n  other words, 
federal dol lars are provincial dol lars in that sense. Is 
that not the case? 

M r. Manness: M r. Chairman, I find i t  passing strange 
that M r. Cowan is  now concerned about the taxpayers 
of the Province of Man itoba, g iven the information that 
I put up on the chart as to the cumulative losses over 
the last number of years d i rectly borne by the taxpayers 
of this province. I have ind icated before that it has no 
d i rect i mpact on the taxpayers of the Province of 
M an itoba. I would  be p repared to  hear his ind ication 
as to how he saw it having an ind i rect cost to the 
taxpayers of the Province of Manitoba and ,  at that 
t ime, I wi l l  respond to h is claim.  

M r. Cowan: Just before go ing  in to  that, I would ask 
the Chairperson as to the i ntent of the committee. Are 
we p repared to sit past 1 2 :30 p . m . ?  Has that been 
determined? 

M r. C hairman: M em bers of the committee, I thought 
I woul d  pose that q uestion to the committee Members. 
What is the wish? I might as well address that right at 
th is point in t ime. 

Mr. Harold Taylor (Wolseley): I h ave a motion related 
to  that very subject if  I might j ust read it out and see 
if there was any simi lar feel ing among the Members 
of the committee. 
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I m ove that the Economic Development Committee 
be called upon to sit again by Apri l  7 ,  1 989, to deal 
with Manfor or  before the sale of Manfor is concluded 
with Repap, whichever comes sooner. In addit ion,  it is 
requested that H ansard transcripts be p repared on an 
as-soon-as-possible basis and avai lable prior to the 
next meeting of the committee. 

Mr. Angus: M r. Chairperson ,  to the motion, if I may, 
the short answer to your question is that we are 
prepared to sit here and do our best to exhaust the 
financial q uestions as long as the M i nister and the 
administration are p repared to  answer them. If  we feel 
that t here may be future questions, as the Honourable 
Member for Churchi l l  (Mr. Cowan) has suggested,  and 
the f inance people have to come back, then so be it ,  
and that may result as we dig deeper into this.  

H owever, if what we are real ly trying to get to, Mr. 
Chairperson, is that, if it is for logic and practical reasons 
the wi l l  of the committee to  adjourn, we would like to 
reconvene the committee at the earliest opportunity 
after the Hansard transcripts have been p repared and 
before the sale is finally locked in  stone, only for the 
purpose of being able to ask penetrat ing questions that 
will improve the negotiat ing position of the province 
to get the best deal for the people of M anitoba. 

Mr. Manness: Certainly there are major issues and 
elements of t h i s  agreement  wh ich  h ave not  been 
d iscussed. I though would l ike to, if  at al l  possible, 
spend some extra t ime on the financial m atters, indeed 
as y o u  i n d icated yoursel f ,  t o  a l low M r. Bruce,  i n  
part icular, to-

Mr. Angus: To get on to h is  next takeover. 

* ( 1 230)  

Mr. Manness: - be free. I k now he has a commitment 
to leave Winnipeg around two o'clock this afternoon. 
You know, if I sensed that we could p retty wel l  handle 
most of the f inancial matters and yet ful ly prepare to 
discuss them but not with the condit ion that we can 
keep d iscussing them up t i l l  the d ate of the sale. I 
mean, there are major elements that have not been 
discussed at a l l . I th ink we should d i rect some attention 
to them and I would  hope t hat would  be the focus of 
the next sitt ing. I am seeking some advice as to whether 
or not we can handle the f inancial matters over the 
next half hour, three-quarters of an hour and then move 
on to another sitt ing ,  at which t ime we wi l l  d iscuss 
some of the other elements. 

Mr. Angus: M r. Chairperson,  I appreciate the Min ister's 
concerns. I am sure he recognizes and appreciates the 
fact that we have only had now two or three hours to 
ask some penetrating questions. I th ink that he wi l l  
agree that the questions h ave been reasonable, that 
t hey are not of the sky is fal l ing nature. They are in 
the best interests of consumating a good deal on behalf 
of the people of Man itoba. I have already g iven h im 
the commitment and I wi l l  continue to g ive h im the 
commitment that we wi l l  d o  our best to ask financially 
related questions today i n  time for M r. Bruce to catch 
his plane and leave the city of Winn ipeg. 
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But, with respect , if the Hansard t ranscripts and/or 
i f  as we review the input leads to more financial 
questions, surely there is somebody within the Province 
of Manitoba who would be able to answer those financial 
impl ication questions. Surely, with al l  due respect to 
M r. Bruce, we do not have to run off to Vancouver to 
get an expert  in here to  e x p l a i n  the f i n a n c i al 
circumstances and/or the commitments. So, with that 
proviso, I am prepared to try and wrap up his portion 
of it. If there is anything that you want him to say to 
us before he leaves, we would be more than wi l l ing to 
hear it .  

Mr. Manness: Al l  of a sudden, the tone is taking on 
a l ittle d ifferent proport ion.  We wil l  sit at this t ime and 
review f i n a n c i a l  m atters .  The next s i t t i n g  of  the  
committee, we w i l l  be prepared to consider other 
financial matters but bearing in  mind that we may not 
go into near the depth that we have today on some 
of these areas. 

Bearing in  mind also, M r. Chairman, that I do not 
know what is the wish of Members opposite but, i f  they � 
want us to sit for many, many hearings, with respect ,. 
to the d ivestiture, that in itself is going to present some 
problems, because there is no way that we can spend,  
during this point  i n  t ime in  the month of Apr i l  when 
we are working towards the final closing,  having our 
resources which should be at that table going through,  
very clearly, al l  the aspects, many of  which have been 
d iscussed here today. We cannot have them there and 
also here. I guess I am seeking some ind ication from 
Members of the committee as to how many more t imes 
they may wish to sit. Certainly there is good reason to 
sit again .  

M r. Angus:  M r. C h a i rperso n ,  w i th  respect to  the  
M i n i ster, by h i s  own ad m i ss ion , h e  has spent  
aggravat ing  hours, d ays and weeks,  on i nd iv idua l  
sections putting th is  package together and ,  with respect, 
I do not th ink that it is untoward for legitimate members 
of the Opposition to ask reasonable questions over a 
period of t ime for however long it takes. 

Now having said that, I understand that you have • 
got key players playing two games at one t ime. I would , 
respect that we are going to need a min imum of one 
more meeting on a large portion of the financial aspects. 
But then we want to get i nto the reforestation pol icies, 
t h e  e n v i r o n m e n t a l  concerns and all of the other  
concerns that go with th is particular package. I certain ly 
hope that without stand ing in the way of the sale that 
you are not attempting to invoke some form of closure 
to solve this problem. If you had come on Thursday 
and g iven us an awful lot of the information,  we would 
h ave been probably half-way done. 

Mr. Manness: Wel l ,  i t  shows you how confused the 
Mem ber is .  This is Thursday and I am here. But let me 
say that Members of this committee are summoned 
here to consider the annual report, albeit a year-and­
a-half late, the  Annual Report of  Manfor. 

Mr. Chairman, what we are doing today is totally 
unprecedented , where the Government of the Day is 
entering into an open d ialogue with Members of the 
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Opposit ion, covering basic elements of a sale, and we 
are happy to do so. But,  M r. Chairman, if  what I read 
in M r. Angus' comments is a threat that indeed if we 
are not prepared to sit for h owever long it takes to 
review an area which is outside of the reason that the 
Members of the committee have been cal led here in 
the first place and that he wi l l  evoke upon us,  to use 
my words, a call that we are trying to h ide and not 
bargain ing i n  good faith if  we do not succum b  to his 
desire to provide un l imited sitt ings of th is committee 
for the purposes of looking at the d ivestiture, M r. 
Chairman , then we have a problem. Because after the 
closing, after we go into the closing,  certainly Members 
of the Opposition will have the full rights, as Members 
of the Opposit ion, to see that document and at that 
t ime pose those very same questions. So I am asking 
j ust for  some common sense to prevai l  and some 
ind ication of how much the Opposition is going to 
stretch our wi l l ingness to be open and yet at a very 
vulnerable t ime of negotiat ion. 

Mr. Angus: Thank you, M r. Chairperson,  I respect the � "unprecedented nature" of the efforts the Government 
is p u t t i n g  forward . I h ad ass u m e d  perhaps  t h at 
notwithstand ing precedent it was the right th ing to do 
and so ,  therefore, i t  was a normal occurrence, but  
obv ious ly  t h at i s  not  t h e  case.  I a p p rec i ate t h e  
opportunity t o  b e  able t o  ask questions before t h e  deal 
i s  done and hope that we can offer some suggestions, 
n ot in  an adversarial fashion but i n  a cooperative fashion 
to  get the best package we can for M anitobans. 

I would suggest that the House leaders could solve 
this and resolve this problem in terms of negotiat ing 
a t ime and a place, but I would not th ink that we would 
need much more then one, at the most two,  more 
sitt ings to answer the q uestions in the sort of b locks 
that we have. That is the best indication of area of 
asking q uestions that I can g ive at this particular t ime 
because I just have no way of knowing how long the 
hear ings  wi l l  last in relat ion t o  the env i ronmenta l  
protection and/or to the d i fferent areas such as  the  
Swan R iver, the roads, the h ighways and where the  
money is coming from these th ings. We just do not 
have any answers to those questions. 

Mr. Manness: M r. Chairman, those are al l  legit imate 
q uestions. I only say to the Member, please put i n  the 
balance his wanting and right to know in  terms of where 
we are in the deal relative to it being completed, and 
I say to h im that he has much g reater rights to  know 
and understand what is i n  the deal after it h as been 
c o m pleted t h e n  maybe h e  d oes ,  and i nd ee d  a l l  
Members o f  t h e  committee do right now because, if 
what they are saying is that they can make i t  a better 
deal the more we spend time col lectively going over 
it, then I guess he is really saying that he should have 
been part of the negotiat ing team. 

Mr. Angus: Yes, I woul d  h ave volunteered . 

Mr. Manness: Because that ,  u l t imately, is where you 
go.  That is u lt imately where the argument g oes. You 
are saying that, if you could col lectively, if we could 
improve a lot of the part i f  we d iscuss it enough and 
often enough, ult imately, I th ink M r. Angus wishes then 
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that he had been part of the negotiat ing team. I do 
not blame h im.  

* ( 1 240) 

M r. Angus: If that is an ind ication to walk across the 
floor, I do not accept at this stage, thank you. 

M r. Cowan: My question is to M r. Angus to clarify what 
he means, "at th is stage," by the words "at th is stage." 

M r. Angus: But anyway, I am sorry. 

M r. Chairman: M r. Angus, have you any comments? 

M r. Angus: No. 

M r. Cowan: We do have a mot ion on the floor and I 
would l ike to speak to the motion because I am not 
cert a i n  t hat t h e  t i m i n g  i s  one t h at i s  t h e  m ost 
appropriate. But I think the fi rst matter has to be dealt 
with , which is more i mportant than when are we next 
going to meet, is really can we effect discipl ine u pon 
ourselves to ensure that we can cover th is in two ful l  
meetings fol lowing th is meeting. I bel ieve that we 
certainly can if the meetings are t imely and if the 
answers are forthcoming and if there is the opportunity 
to obtain the type of detail that is requ i red . As the 
M i n i ster k nows, one cannot ,  wi thout  h av i n g  g o ne 
through the meetings themselves, commit  themselves 
to just two meetings but I could suggest that we would 
use our best efforts to complete the deliberations within  
a set of  two meetings and I th ink that  would be a 
responsible approach. 

N ow we say that ,  assuming that we get to the same 
sort of standard mix that we have on q uestions and 
answers in the past in that there not be one group that 
is dominating it, whether it be the Third Party, the Official 
Opposit ion or the G overnment or staff, I th ink that is 
our first quest ion.  I would suggest that we commit 
o u rse lves t o  e n d eavo u r  our best e n d eavours  to 
complete the del iberations withi n  two ful l  meeti ngs of 
th is committee over the next l i ttle while and then we 
d etermine when that l i tt le while should be, and I ask 
the M i n ister if that is acceptable to h im .  

M r. Manness: Certain ly, two meetings are  acceptable 
to  me. I say to you and the Members without k nowing 
everybody's t ime schedules but knowing that I know 
I have a commitment to Publ ic Accounts Committee, 
k nowing that it is  a very hectic time of year, taking all 
those th ings into account,  by al l  means let us attempt 
to have another two sitt ings of this committee dealing 
with the d ivestiture, bearing i n  mind that the best of 
plans sometimes cannot come i nto being. 

M r. Chairman: M r. Cowan,  i n  respect to the motion. 

M r. Cowan: Having determined that,  let me indicate 
t h at the  New Democrat ic  Party Oppos i t ion  wou l d  
certainly b e  prepared t o  forego Publ ic Accounts for 
th is  committee meeting so that we could take the 
meet ing that was scheduled next week for Publ ic 
Accounts and use it for the meeting of th is committee, 
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if the other Members agree. That would  put us at a 
meet ing next week. 

I am not certain as to the exact d ate of that meet ing,  
but- okay, so that would put us back here at the 28th 
and then -that is a good point,  I wi l l  come to that. 
Then we would  have the-if we could not d o  it before 
the 1 3th ,  we would  also have the 1 3th  as a spare. I 
a m  re ly ing  u po n  t h e  O p p o s i t i o n  W h i p  for  t h at 
i nformation.  Would that be acceptable then? 

Mr. Manness: M r. Chairman, I am just -the 28th is 
acceptable to myself and M r. Harmer, who I want to 
be here to answer q uestions if any of them centre 
around road l imits and matters of that nature. 

I should ind icate that I am hoping sti l l  that the focus 
of that meeting will not be on the financial side. I hope 
we w i l l  m ove i n t o  other  areas .  I c a n n o t  m a k e  a 
commitment for Members of the Government who are 
on th is  committee because unt i l ,  you know, they have 
had an opportunity to-

An Honourable Member: lt  appears that you are here 
by yourself. 

Mr. Cowan: Actually if the Members of the Government 
who are on the committee were here it m ight be a bit 
easier, but we have g rown accustomed , almost to the 
point where we enjoy their absence which did not need 
too much provocation on our part to reach that state. 

H owever, let us assume that we will m eet on the 28th 
and t hat we wil l meet on or before the 1 3th  with the 
second meeting which should t idy us up on the basis 
that we wil l  have meetings of this duration or if it requires 
to carry over a bit further on that day, a reasonable 
amount such as we are doing today in  order to t idy 
up a certain section, committee would be prepared to 
entertain that flex ib i l ity. 

If that is the case-

Mr. Manness: M r. Chairman, can we have a longer 
meeting on Tuesday? Why do we not start at n ine 
o 'c lock in  the morning? Why d o  we not go t i l l 1 :30 p .m.  
I mean that is qu ite a goal . I f  there is a wi l l ingness to 
do that ,  let us make those changes to the provisions 
in  the rules right now for that one sitt ing.  

M r. Cowan:  Why do we not  t h e n ,  because the 
committee does have the power to set the t ime and 
d ate of its next meet ing,  and the Chairperson has the 
power to d o  it with the concurrence of the committee­
well ,  Beauchesne at least provides him with that power. 
Let us assume that Beauchesne is right in this particular 
instance. Before we go on to that-

Mr. Chairman: M r. Cowan, I would like to just mention 
to you that I bel ieve the p(ecedent has been set that 
the House Leader basically always sets the t ime for 
the meetings. 

Mr. Cowan: I think you wi l l  f ind if you go back that 
the committee itself has from t ime to t ime determined 
when its next meeting wi l l  be but,  notwithstand ing the 
point, we have already determined that our next meeting 

wil l  be the 28th and so it is a moot point at this particular 
t ime. 
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With respect to the flexib i l ity, let us meet at, say, 
n ine o'clock and then if we go to 1 :30 p .m . ,  if we go 
to 1 2:30 p.m.,  f ine. If  we can f in ish u p  i n  that day, f ine; 
i f  not, we know it may take another day. There is 
certainly no d ifficulty with that. 

Two other questions then, the H ansard , M r. Bessey 
of course wi l l  remember that we were able to provide 
very short turnaround t imes on Hansards in  the past 
and we would expect the same sort of accommodation 
from the Government of the Day with respect to perhaps 
having the H ansard avai lable with in  a day or two so 
that we can review it before the meeting,  wel l  before 
the meeting on the 28th.- ( Interjection)- Friday and 
Monday are hol idays so, if we could have it in  a couple 
minutes, it would be g reat. I f  not, certainly if we could 
have it tomorrow some t ime then someone could 
probably come in  and pick it  up .  So that is my first 
quest ion.  

Mr. Chairman: I would  l ike to ask gu idance here in 4 
th is respect from the Clerk. M r. Cowan, it has been 
ind icated to me that as soon as possible and in a draft 
form, possibly by tomorrow. Does that answer your 
question? Can we get back to the resolution that is 
before us? 

Mr. Cowan: This is al l  part of the motion that I am 
trying to define because it does make a d ifference with 
respect to the motion as to when we meet . If it is not 
tomorrow, could we at least be assured that it will be 
del ivered if noth ing more than slid under the door of 
the caucuses by Saturday so that someone can come 
i n  on Saturday and start to review it .  M r. Manness and 
Mr. Bessey of course will remember how valuable that 
is to Opposition in trying to perform a constructive role. 
So if we could have that sort of commitment, I th ink 
that would be more than enough at this t ime.  

Mr. Chairman: The committee Clerk assured me that 
all haste would be dealt with .  

Mr. Taylor: I would ,  with t h e  leave o f  t h e  committee, � 
l i ke to amend the motion in the following way: I move 
that this committee recommend to the Government 
H o u se Leader  that the Eco n o m i c  Deve lopment  
Committee be  called to  sit again a t  9 a .m . ,  March 28, 
1989, to deal with Manfor. I n  addit ion it is requested 
that Hansard transcripts be prepared on an as-soon­
as-possible basis. 

Mr. Chairman: Mr. Taylor, can you forward that motion 
to the Clerk , p lease? M r. Taylor, do you do this by leave 
of the committee? Does the committee g ive leave? 
(Agreed) 

The motion reads as follows: I move that this 
comm ittee recommend to the G overnment House 
Leader the Economic Development Committee be called 
to sit again by March 28, 1 989, to deal with Manfor. 

In addit ion, it is requested that H ansard transcripts 
be forwarded on as soon as possible, signed by Mr. 
Taylor. 



Thursday, March 23, 1 989 

Mr. Taylor: You should add in  the nine o'clock , M r. 
Chairperson. 

Mr. Chairman: That is r ight. I th ink M r. Taylor, when 
he read i t ,  he somewhere ind icated it was nine o 'clock . 
I do not see it on th is paper. 

Mr. Taylor: J ust add it i n ,  p lease. 

Mr. Chairman: So I wi l l  add it in  for you. The Speaker 
has indicated that the transcripts will be forwarded to 
you people by Saturday. 

Mr. Cowan: Just one last question then , earlier the 
matter of whether or not the committee can hold in 
camera sitt ings was taken under advisement. H ave we 
had any determination? 

Mr. Chairman: Can we deal with this motion f irst? Is 
the committee i n  favour  of the adopt ion of th is motion? 
(Agreed) 

In respect to your previous request, Mr. Cowan, it 
• is possible to have i n  camera meetings, but I understand 
• also that they cann ot be recorded. 

Mr. Cowan: Right.  
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Mr. Chairman: Does that answer your quest ion,  Mr. 
Cowan? Is it the wil l  of the committee to rise? 

An Honourable Member: Committee rise. 

Mr. Chairman: Committee rise. 

M r. A n g u s :  M r. C h a i rperson , M r. M a n ness was 
suggest ing that there may be questions that we could 
deal with in  the financial appl ications today. Are there 
i ndeed a n y  q uest i o n s  f rom any  M e m bers of the  
committee, particularly o f  M r. Bruce who is go ing  to 
be leaving? I understand the other gentleman is going 
to be back.  

Mr. Cowan: We have questions of a financial nature 
but we bel ieve they can be answered by the M i nister 
or the other staff that will be present, so I feel the same 
way. 

M r. Chairman: Committee rise . 

COMMITTEE ROSE AT: 1 2 :50 p .m.  




