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Mr. Chairman: Good morning, everybody. | would like
to call the committee to order on Economic
Development to consider the 1987-88 Annual Report
of Communities Economic Development Fund; and the
Auditor’s Report and Consolidated Financial
Statements of A. E. McKenzie Co. Ltd., as of October
31, 1988 and 1987.

A. E. McKENZIE CO. LTD.

Mr. Chairman: The committee had previously met on
Tuesday, October 17, and at that meeting the committee
had commenced considerations of the A. E. McKenzie
Co. report. So at this time | would like to ask the Minister
whether he has some remarks to make.

Hon. James Downey (Minister responsible for the
Natural Resources Development Act, A. E. McKenzie
Co. Litd., and CEDF): Yes, Mr. Chairman, | just want
to say that it was my understanding that the committee
was about ready to pass the report. However, the
Member for Brandon East (Mr. Leonard Evans)—the
committee was held over in case he had some questions
that he wanted to ask and | see, even though he is not
a Member of the committee, he is here this morning
as a Member to ask questions, and we are prepared
to deal with it.
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| have brought back the staff of McKenzie Seeds
and also the chairman of the board in case he has
some questions to direct to them, so we are prepared
to deal with it and pass it, Mr. Chairman.

Mr. Chairman: Does the critic have any remarks to
make at this time?

* (1005)

Mr. Laurie Evans (Fort Garry): No, | am quite prepared
to have it passed over to the Member for Brandon East.

Mr. Leonard Evans (Brandon East): | appreciate the
opportunity of discussing this, this morning. | do not
intend to get into much detail. | have a few basic
questions to ask.

First of all, | would say | was very pleased to see
that the company is showing an improved net income
position and | think that is to the credit of the company,
a credit to the board and staff, and | would congratulate
them for this.

| wonder, however, if they could just briefly comment
on what they believe is the basis for the profit. | know
we can look at these numbers and see the costs, the
interest rates, the interest costs and the other expenses,
but basically what would the staff attribute the success
this past year to, what particular factors? What is
happening in the market out there?

Mr. Ray West (President and CEO, A. E. McKenzie
Co. Ltd): Mr. Chairman, in reply to that, there was
an increase in total sales of some $263,000 for the
fiscal year. To give you an ideawhere those sales, those
increased sales came from was basically that the grass
seed area had about a $70,000 sale increase, onions
had about $117,000, and spring and fall bulbs had
about $165,000.00.

The retail stores in Brandon and Edmonton had about
a $155,000 sales increase. There was a sales decrease
in uniflex, which was planned, and a sales decrease in
packet seeds. Part of the problem that we are facing
with our business is a declining market in packet seeds.

The increases in gross profit, which is the sales less
the cost of the goods, in the packet seed area was a
decrease of about almost $250,000 in gross profit in
packet seeds. That was offset by increases in gross
profits of grass of $74,000, onions of $65,000, spring
and fall bulbs of $88,000 and mail order of $164,000.00.
Now you notice we did not increase the sales at all in
mail order. In fact they went down by $38,000, but we
increased our gross profit, which is the important part,
by $164,000.00.

Also there was a decrease overall in total company
operating expenses. This is also in light of the fact that
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at this time, publicly, how much | appreciated the
opportunity to work with Barbara Bruce who, due to
other activities and work commitment, saw fit to resign
from the Board of Directors. | want to thank her publicly
for her commitment to the board and to the work with
the Communities Economic Development Fund, and to
acknowledge the rest of the board membership for
their work and endeavours to make sure that the
Communities Economic Development Fund operates
in the interests of the people of Manitoba.

| think we might as well enter into the questions that
the Members may have and that will be all | have to
say at this particular time.

Mr. Angus: Could the Minister give us just a brief
overview of the intended goals and aspirations of this
Crown corporation, with reporting relationships as they
report to the super Crown corporation board and
specifically identify the perceived difference between
this and the NDP Jobs Fund?

Mr. Downey: Yes, Mr. Chairman, | can go back over
the Act for the Member. The Communities Economic
Development Fund does operate under an Act of the
Manitoba Legislature, which was established | believe
in 1971 with the purposes and objectives—and | will
just go from memory—but | believe the purposes and
objectives of the Communities Economic Fund—and
| can state that the Communities Economic
Development Fund was established as a Crown
corporation to encourage the optimum economic
development of remote and isolated communities within
the Province of Manitoba. The fund places emphasis
upon the economic development of northern Manitoba.
However, applicants from other communities within the
province, with the exception of larger centres, are also
considered.

To carry out this objective it is not practical to pass
on all of the fund’s costs to the users of its services.
As a result, the fund depends on a subsidy from the
Province of Manitoba. In previous years the Manitoba
Development Corporation provided a subsidy to cover
the fund’s excessive expenditures over revenue for the
year ended March 31, 1988. The province has provided
this subsidy.

The basic thrust of the Economic Development Fund
is to provide loans to those individuals who are unable
to get financing from banking corporations, particularly
in remote and northern communities. It is clearly
understood that—the record, | should say, of the past
has been something like a 20 percent write-off of loans
that have been encouraged by the province, and the
board has made an assessment of this and are trying
to work that percentage down. It is between the board
and management that operate the corporation, and it
reports to the Minister when it comes to loans of greater
than, | believe it is $150,000, for ministerial and Cabinet
approval.

Mr. Angus: How does it differ from the Jobs Fund?

Mr. Downey: Specifically, Mr. Chairman, | guess | leave
that to the Member to determine how it differs. | think
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the Jobs Fund had a different set of criteria as it related
to job activities and community projects throughout
Manitoba. This specifically relates to a commercial
operation of lending of funds to people who cannot
get funds from the traditional banking organizations
to carry out commercial businesses.

Mr. Angus: Mr. Chairman, as | understand this, and
just looking at the amounts—and correct me if | am
wrong—there is about $3.5 million administered last
year which created 210 jobs. | am going from memory.
Perhaps the—I am sorry, sir, | did not get your name.

Mr. Downey: Mr. Chiswell, Acting General Manager.

Mr. Angus: Perhaps the acting general manager would
just give us the criteria for applications, the specific
emphasis, Mr. Chiswell, on the fact that, if | remember
again correctly | could not find the specifics, there were
only 76 applications from last year. It seems to me that
76 applications to consider —perhaps if you would just
give us that ratio of how you solicit this, how you make
people aware of it and the number of applications you
review, what the procedure is for reviewing them, things
like that.

Mr. Ted Chiswell (Acting General Manager,
Communities Economic Development Fund): Mr.
Chairman, we do not really solicit applications, we have
taken a reactive approach as opposed to a pro-active
approach. Our normal ratio is for every 10 inquiries we
make one loan. So for the number of loans that we
have made last year we would have had approximately
nine other inquiries. Our criteria are established by our
Act which, as the Minister has pointed out, is basically
to provide funding where funding is not available in
remote and isolated communities to people who
normally would not be able to attract that kind of
financing.

Mr. Angus: The board meets on a regular basis to
review applications, or is it approved simply by the
general management of the corporation?

Mr. Chiswell: Mr. Chairman, the board approves all
applications between $25,000 and $150,000.00. Over
$150,000, it is recommended to the Minister for his
approval. Under $25,000 can be approved by the
general manager.

Mr. Angus: | noticed a difference in interest rates that
were being charged to loans. Could you perhaps just
explain the reasoning between that?

Mr. Chiswell: Mr. Chairman, the interest rate varies
with the 5-year borrowing rate established by the
Province of Manitoba, and the board meets regularly
each month to approve those loans. The interest rate
is established each month.

Mr. Angus: Before | get into some specific questions
on the breakdown of administrative expenses and things
of that nature, | am curious as to, if you take a reactive
position, Mr. Chiswell, how you bring fairness of
representation to the submissions? How do people find
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Mr. Downey: Broadening the accessibility, making it
more accessible and available to more communities i
think will in fact give more people the opportunity to
do business with CEDF. That is one way. Broadening
the mandate in a legislative term, no.

Rir. Ashiton: Really, what we are talking about is not
broadening the mandate. The reason | ask that is
because it has been suggested in the past in terms of
providing CEDF with a greater mandate in terms of
beyond its current focus. We are not talking about
activity here, we are talking about the mandate, so
essentially the Minister is saying no.

What | would like to ask the Minister, getting into
the area he has been dealing with in terms of the contact
in the northern communities, is what communication
there has been with staff in terms of the question of
decentralizing the office, the office of CEDF. It is
something that | think all three Parties have said is
particularly something that should be looked at, not
just a single officer, which is what was tried before but
a larger component of the office. The problem that
happened with the establishment of the satellite office
was that it really did not have the full scope of activities,
it was really dealing strictly with that single community.
It did not really have the impact of broadening the
contact of CEDF and other communities, but | just
wonder what communication there has been with staff
in terms of what | think most people agree is the needed
decentralization of CEDF.

Mr. Downey: Mr. Chairman, let me go back to the
reference made to broadening of the mandate. |
indicated that legislatively | had no intentions of
introducing legislation to change the mandate, but |
think that what we will do with the board, or | have
talked to the board, and as a Government, what we
can do within the legislative mandate to broaden the
scope of CEDF will be done. | guess one of the major
difficulties that the board has faced and CEDF has
faced in the past is the reference to loans to remote
and isolated communities. How broad an interpretation
can one make of that?

For example, we may have a community that is
considered to be remote for certain reasons as it relates
to transportation or remote as it relates to distance
be a part of the factor. Let me give an example. Recently
we have had the major development in the northwest
region of the province as it relates to the wild rice
production. There was a need demonstrated by the
Wild Rice Producers Co-op in the northwest region to
get support from CEDF to finance their marketing
proposals so that the producers could be assured of
an initial market price for the product that they bring
in off their fields. That is broadening the mandate. |
do not know of any past loans to producer co-ops as
it relates to wild rice. That | think is broadening the
mandate and giving it the opportunities to support 120
some wild rice producers that it had not done before.
A lot of people in The Pas area would argue that The
Pas is not remote or isolated, but it in fact qualified
for the loan of some $200,000 to ensure that the
producers got a fair initial price for their product. That
is broadening the opportunities of CEDF.
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Let me further respond that part of the discussions
as it takes place to decentralization, CEDF is a part
of that. Rather than have one central focus in Winnipeg,
and | appreciate the Member’s support, thereare certain
things we can agree on even though he may feel we
cannot, but | think there are several things we can
agree on, that it in fact should be decentralized and
maybe several communities would have a loans officer
and/or access to the program through staff of CEDF
in more than one community.

That is the kind of concept that | see being introduced
as it relates to CEDF. | think that one thing we do not
want, and | say it very seriously, we do not want the
people of the northern communities to think that we
are in any way reducing CEDF’s role. | see an
opportunity to expand the role as it relates to northern
and economic development.

* (1120)

Mr. Ashton: | certainly would emphasize once again
that | think the structured CEDF should be
decentralized. | have said it in the past, not just last
year, | said it in previous years and not just a single
officer. | think that was part of the problem with what
happened in the Thompson situation and | think that
the logical next step, and particularly given some of
the shake-up that has taken place at CEDF. In a way
that may be the silver lining in the dark cioud that
sometimes when you do have a shake-up you have the
opportunity to start from scratch. | would certainly urge
that.

The specific question | want to ask the Minister is,
what communication has been with staff on that?
Because my understanding is that people have been
told, yes, there is going to be decentralization and then
that has been put on hold. There is a fair amount of
uncertainty as to what, if any, decentralization will take
place. It is certainly causing a disruption in terms of
the staff itself. | am wondering perhaps if, through the
Minister to Mr. Chiswell, whether | can get some
clarification of exactly what staff have been told and
what the current plans of CEDF are in terms of
decentralization.

Mr. Downey: Mr. Chairman, | will let Mr. Chiswell talk
on his own behalf, but let me just say as a Minister,
| believe it is the board’s responsibility to work co-
operatively with the management. | can assure him that
there will be a plan put in place, and when the decision
is finalized, then the management and the staff will be
communicated with directly and everyone will have a
clear understanding as to what is expected of them
and what the future will be as it relates to
decentralization. That, | can assure the Member, will
be done very shortly. Now there are plans to make
sure that everyone has a clear understanding of where
they are at.

| can appreciate, as | do in the whole question of
decentralization, when you are dealing ‘with people’s
lives, it is a very sensitive area and we want everyone
to feel comfortable with those decisions.

Mr. Chiswell: Mr. Chairman, decentralization has come
up since the last Standing Committee meeting, and of
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course our staff read Hansard and are aware the same
as all of us are. They have come to me on several
occasions and | have told them that we have a job to
do and we have come out of a period of disruption
and in fact our business is just now getting back onto
track again. We are really progressing. We are beyond
our budget expectations.

Of course, people are concerned. They are worried
about their future. What | have told them is that we
cannot let that swerve us from our goal and we still
have to carry on business on a day-to-day basis and
that in.any case they will be treated fairly. | have
discussed this with all of our staff, told them there is
a possibility of decentralization but that there is nothing
we can do about that at this point.

Mr. Ashton: There is also the other side though. My
understanding is that there have been people who
basically have been told that they will be moving and
then the time period which it appeared they would be
moving has since past. There is a lot of uncertainty as
to whether this is going to take place. Not certainly
uncertainty for people who do not want to leave, there
may be some people who want to relocate in northern
Manitoba. A number of the employees have got a strong
background in the North and would be more than happy
to, | am sure, locate in northern Manitoba. But | am
really asking, not just in terms of the general discussion,
because | agree, because anybody who has read
Hansard and really looked at the situation will | think
recognize that decentralization certainly has to be the
No. 1 priority issue that has to be looked at.

What has been the communication with staff and
have there been mixed messages? Have staff been told
they are moving, and then told they are not moving?
The reports | have are that there is a lot of uncertainty
coming from completely mixed messages as to where
people are going to be located and people are trying
to make plans based on the message they are getting
and are unable to do so because of the confusion.

Mr. Downey: Mr. Chairman, in fairness to the
management and to the individuals involved we had
to go through a process, and have gone through a
process, of how do we relate to MDC? How does CEDF
sever what they do with MDC and the responsibilities?

The second point | want to make very clear, and
maybe the reason it has taken a little longer to finalize
the decision is the sensitivity to staff. We want to make
sure that everyone is treated fairly and equitably, and
| know that any time we talk publicly, at committee or
wherever, when we talk of decentralization, then it raises
a nervousness among individuals who have maintained
their lives in Winnipeg and/or at any location.

Let me assure the Member that it is my intention,
as soon as possible, when | get the final report and
we get the proper system in place, that everybody will
be clear as to what the Government’s intentions are
to deal with the moves of CEDF. There may be more
than Mr. Chiswell has told the staff. If there has been,
he is quite free to put it on the record at this time.

Mr. Chiswell: Mr. Chairman, no, we have just—and |
guess the mixed message is | can understand what
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you are saying, Mr. Ashton. The message that we have
given the staff is, yes, the message is clear that there
is going to be decentralization, but | think the mixing
of messages is who and when. For example we have
one of our staff members whose wife has already moved
to Thompson and he commutes. He lives here and
commutes. Of course, he is wondering about the future.
That is the only mixed message that | am aware of.

Mr. Ashton: My understanding too is that there are
several people who have through discussions either
been told directly or received the impression that they
would likely be transferred to particularly a Thompson
office. My understanding is that the number of people
who would be involved in an office of at least two or
three people in that community, and that there may be
possibilities of other satellites. | think the uncertainty
is creating the difficulty, and perhaps in trying to bring
a bit of a focus on this | would like to ask the Minister
when he anticipates the final report and when he
anticipates a clear message on decentralization.

Mr. Downey: Mr. Chairman, | would like to have had
it done by now, but | can assure him as soon as | can
get it done, | would like by the first of the new year,
that we can have the decision made and everyone
knows exactly where they are at.

Mr. Ashton: | have no other questions. | wonder if the
Liberal Members would like to perhaps ask some
questions and | will continue later.

Mr. Laurie Evans (Fort Garry): | would just like to
seek a little more clarification on the interest rate. It
is indicated that it was based on the 5-year loan rate
but, at the same time | find a little difficulty interpreting
that when | see that the interest rate ranges from a
low of 7.5 percent to a high of 11. | am quite sure that
there is no place that you can borrow at 7.5 percent
at the present time, or could have at any time in the
past five years, so | would just like to seek a little
clarification as to how that should be interpreted.

Mr. Chiswell: Mr. Chairman, | should tell you that, and
I just forget the exact date, in the early part of the ‘87-
88 year the board changed the method of calculating
interest. Prior to that it was based on the Government
of Canada announced interest rate each Thursday and
we used to within one-eighth of 1 percent the interest
rate that was announced.

Early in this particular year the board changed so
that the interest rate was based on the long-term
borrowing rate of the Province of Manitoba for a 5-
year term. Each month the Department of Finance
issues a letter which indicates what the average 5-year
borrowing rate is for the Province of Manitoba. For
example, two months ago that rate was 9.75 percent.
When all other interest rateswererrising, it was coming
down. Now it is coming back up again. That changes
every month and it can be quite a swing.

Mr. Laurie Evans: One should not | guess cross-
reference, but what puzzles me a little bit is when we
are looking at McKenzie Seeds, in ‘87 the interest rate
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that was used was 11.13 percent and in ‘88 it was
10.52. There seems to be some discrepancy in terms
of the figure that is used in calculating what the interest
cost would be in these two, in the Crown corporation
and this time, in one case in the fund and the other.

The other point | would like clarification on is, it would
appear that Government policy, and | assume this has
not changed over the years, is more in terms of direct
loan than it is in loan guarantees. | wonder what the
rationale is for adepting a direct loan policy as opposed
to a loan guarantee policy.

Mr. Downey: | am not quite clear what the Member
is saying. Is he saying why continue on with a loan
guarantee or a direct loan?

Wir. Laurie Evans: In looking at the figures that have
been provided there is much more money being
provided through direct loan than there is through a
loan guarantee procedure. It would seem to me from
an administrative standpoint it would be much less
expensive to operate on a loan guarantee policy as
opposed to a direct loan policy.

Mr. Downey: | guess basically it has b« :: the demand
of those individuals wanting loans from CEDF that their
preference has been a direct loan rather than a loan
guarantee option.

* (1130)

Mr. Chiswell: If | can comment on that, CEDF provides
more than just lending. Our role is one of a
developmental role. For example, each of our loans is
monitored very closely after we make the loan. The
purpose is to make sure that those jobs that we are
creating are maintained. For example if we made a
loan of $100,000 to a client, we try to visit that client
every four months subsequently to help them with their
bookkeeping system, to make sure that they are on-
line with their original business plan that they presented
to us, to make sure that their expense items are in line
with what they had predicted, to make sure that there
market has not changed. Our consultants do not provide
the sophisticated kind of advice that an accounting
firm may provide, but we do provide some basic
ousiness principles and basic bookkeeping skills that
are very helpful to our clients. Probably 20 to 30 percent
of our time is spent not in administering the loans, but
in offering consulting advice to our clients after the
loans are made. To that end there has been very little
demand for guarantees.

Mr. Laurie Evans: | appreciate the clarification because
this does, it would appear to me on the surface that
the administrative costs are exceptionally high for the
amount of money that is being handled, but the
clarification, it is not simply a fund of last resort, it is
a fund that is providing additional resources and support
as well, | appreciate the comments.

Mr. Parker Burrell (Swan River): | just want to say
that up in our country, banks are not easily accessible.
I live 90 miles in either direction from a bank. If you
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get up into Easterville, up into that territory it is really
very difficult because a lot of the people that are trying
to get into a new venture or something, in my case |
am usually in the bank with cap in hand two or three
times a week. That is not the case up in the North.
That is another reason why loan guarantees are not
as direct and to the point.

Mr. Angus: Mr. Chairman, | was just going to tell Mr.
Burrell that because he is an MLA, he has a lot of
security. Can | just go over the schedule of the
administrative expenses, Mr. Chiswell, very briefly?
Before | do that, | was just curious as to the number
of employees you do have and their locations.

Mr. Chiswell: Mr. Chairman, we have made a concerted
effort to review all of our staff positions in the last six
months, and | think that it might be more useful for
you to know that about NDC and CEDF. In April, 1988,
the staff complement was 25; in 1989 it was 17. All of
the staff are located in Winnipeg. Our consulting staff,
which numbers eight including MDC, spend
approximately 25 percent of their time away from the
office.

Mr. Angus: | am curious about the rent and utilities
of $114,000, just doing a very quick calculation on the
number of employees you have and the familiarity with
leasehold costs, there must be something more here
that | cannot see. It seems inordinate.

Mr. Chiswell: Yes, Mr. Chairman, it is. We had rented
a substantial amount of space on the understanding
that part of it would be subleased, over 25 percent of
it would be subleased. Unfortunately the persons who
were the sublease ran into severe financial difficulty
and we wereforced to evict them. As a result, our costs
have skyrocketed. We have only one more year to go
on the lease and we are now seeking much smaller
quarters, about 50 percent of what we have at the
present time.

Mr. Angus: Good. Once you cut your staff down by
40 percent then | question even half of $114,000—
$70,000 for space. That is a decision that you will have
to make and we will be interested in looking at it very
closely. The credit reports seem to have jumped in
1988 over 1987. Is that as a result of bad debts and/
or necessity to scrutinize that more closely?

Mr. Chiswell: We basically do credit reports on new
applications so that reflects increased activity.

Mr. Angus: 1988 over 1987 was not that large a jump
in applications being approved so | find some
inconsistency with the need to do credit checks on
activities that you have not done. Only in the
Government, you say?

Mr. Chiswell: Mr. Chairman, as | mentioned before,
we have an application to loan approve ratio of
approximately 10 to one and during that year we had
a number of applications that were declined, but
nevertheless, once an application is made, the first thing
we do is seek a credit report. | should tell you that
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Mr. Angus: A threat? It is the first positive
recommendation we have had at this table. If | may
just serve notice on another area of the requirements
that | think should be met by the board, | would like
to discuss whether the board of directors has an audit
comimiiiee thatlooks at the—and perhaps | will do that
first and then share some comments.

Do you have an audit committee, and does it report
regularly on efficiencies and/or methods of
administrating and methods of securing the loans? Do
theylookatthe way the business is being run objectively
to try and plug ioopholes and to move to getting more
value for their money?

Mr. Downey: Yes.

Mr. Angus: Mr. Chairperson, perhaps Mir. Chiswell could
just reflect a little bit more on the activities of the audit
committee.

Mr. Chiswell: Well, all | can say is that before | had
an audit committee my hair was a dark brown and now
it is a different colour.

| can assure you that we have a very active audit
committee and we have a board that is unique as far
as | am concerned, because we have ¢ board that does
not deal strictly with policy, they deail with some day
to day issues. | have never worked with a board in that
kind of environment.

Our audit committee reviews our budget in a great
deal of detail even down to items like stationery, pens
and pencils. We have to provide each year, to our board
and of course ultimately to the Minister, a business
plan with the attached budget. We have to report
regularly, quarterly, particularly on whether we are
achieving those goals or not, to the board.

Mr. Angus: One of the things that | would like to serve
notice on, to this Crown corporation and others, is that
in future annual reports | would like to be able to clearly
identify what the goals and the objectives of the
organization are, and how they did in relation to
attaining—if they did better than they had attained.
That may indicate a budgetary process review. If they
fell short of attaining their goals, then there should be
some reasonable explanations that are understandable
by the Members of the committee.

The historical information you provide is valuable,
but | am not sure whether your goals are to create
jobs, give away money, or to process as many
applications as you can. So | find it difficult. | am sure
that my comments are consistent with the Auditor
General who is anxious to be able to review, under
those circumstances, value for money and management
attainability of good goals. If the plans are being created
on a quarterly basis then it should be reasonably easy
to summarize them on a global basis for an annual
report such as this one. So with that -(interjection)-
Oh, | am sorry, go ahead.

Mr. Downey: | was just going to say the Member’s
comments will be taken into consideration.

Mr. Ashton: In the last few minutes there has been a
lot of discussion if the Minister wiii be here next year,
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| suppose if any of us will be here next year. | think
the one encouraging thing is that there appears to be
broad consensus on this that there needs to be more
than a partial move of CEDF to the North.

| think this particular opportunity, given the historical
background, | am aware of it by the way in terms of
the time between MDC and CEDF, there is a real
opportunity here to give CEDF that much more
autonomy. When you give it that much more autonomy
it also provides for a greater potential for it to be located
in the North. By the way, there is office space available
in many communities, including Thompson.

| realize, as MLA for Thompson, there may be people
who think that it should be located only in Thompson,
or at least | would be suggesting that. ! think there is
some possibility of having not only a central office in
the North, but also satellite offices, because what has
happened over the last number of years is it used to
be that Winnipeg was a centre for much contact from
the North but more and more organizations are seeking
to move. | know at the NACC conference this was a
matter the Minister raised, was raised by NACC in terms
of their decentralization. We have seen that in terms
of the Limestone Aboriginal Partnership Development
Board. More and more organizations are locating right
in the North—whatever community, whether it be
Thompson or The Pas, the central communities—and
| think there is a real possibility for CEDF to join that,
and certainly it would help counter some of the moves
by the federal Government.

They are moving in the opposite direction, and it has
been raised in the Legislature, the Northern
Development Agreement Office, which has been closed
in Thompson, for example, the CMHC office, which has
been closed in Thompson. So we are in a position
where we are losing items. In the case of Thompson,
for example, the Northern Training Authority has
basically been closed and folded into KCC, which will
result in loss of jobs in the community. So anything
that could be done to move toward decentralization
would be a great deal of assistance. | know in Flin Flon,
for example, they lost their driving examiners. So CEDF
may be a really logical move, and a counter to some
of the other centralizations and changes that have taken
place.

| just wanted to ask, in the same vein that | had
asked in terms of some of the previous reports, just
to get some idea of the situation this year. We are
dealing, obviously, with the last fiscal year, with the
report ‘87-88. | am just wondering what the experience
has been this year in terms of just the general loans,
number of loans approved, and if there is some
indication of what the loss ratio has been over the past
year.

Mr. Chiswell: Mr. Chairman, as | said earlier, we had
a disruptive influence in the ‘88-89 year, but since then
our activity has increased substantially, and to the end
of September we are ahead of budget.

Mr. Ashton: The ‘89-90 fiscal year there has been a
pickup, but ‘88-89 was lower in terms of loans approved
and jobs that were a by-product of those loans?



Tuesday, October 24, 1989

Mr. Chiswell: Yes, substantially lower.

Mr. Ashton: Were there lower numbers of applications
or was it strictly from the board level or is it a
combination of them both?

Mr. Chiswell: Mr. Chairman, we will be reporting on
that activity at the next standing committee, and | guess
| am not sure whether we should be reporting on that
at this point or not.

Mr. Downey: | do not think there is any difficulty of
talking about trends. That is really what we are talking
about, and the manager has indicated an increase in
loan activity specifics | guess would be more difficult
to deal with and if the Member is satisfied with that.

Mr. Ashton: Well, we did get some clear ideas in terms
of the previous reports. The reason | am raising this
is because | did raise, in the committee, a concern last
year that there not be the type of drop-off that we saw
take place when there was a last change of Government
back in 1977.

| do not want to overly politicize the situation, but
we did see under the last number of years a dramatic
increase in the number of loans that were approved.
It went from average, about a million dollars a year,
to $2.5 million up to the 1988 period.

| did raise the concern that there not be any cut in
terms of the loans approved. | am trying to give the
Minister and CEDF every opportunity to explain why
therewas the drop. | would like to think it is not politically
motivated. That is really why | had asked the question,
is to allow the Minister and Mr. Chiswell to give some
explanation why there was such a drop-off in ‘88-89.

* (1150)

Mr. Downey: Mr. Chairman, it is not the intention of
the Government to reduce loan activity or activities in
northern Manitoba, and | think it has been expressed
many times, whether we talk decentralization, we talk
northern activities, we want to see the opportunities
for business in northern Manitoba, because of the
inherent unemployment problems we have in a lot of
our remote and isolated communities that we have to
in fact enhance business opportunities and employment
opportunities for Northerners.

| believe it is clear that some of the problems CEDF
hadin the past year was with the results of the Auditor’s
Report, which is available to all Members, activities
taking place internally to try and get on stream and
get some things put in place that could in fact enhance
the delivery of their programs. That is ensuing and |
expect activities under CEDF in northern Manitoba to
continue to increase. | am strongly supportive of it as
our Government is.

Mr. Ashton: My understanding is the 1988 and 1989
fiscal year decreased. That is correct. Can we not get
some idea of what the drop off was? | realize it is
difficult. We do not have the official report, but | know
in the case of the previous reports there was some
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effort to give a, you know, ball park figures and that
is all | am seeking. Is there some indication of what
the level of loans approved in 1988, in 1989 was?

Mr. Chiswell: Mr. Chairman, | guess | would like to
offer you some explanation first of why, or in our opinion,
management’s opinion that loans were reduced
substantially. | am still getting callsfrom people saying,
are you still in business, we thought that having read
the newspapers in 1988 and 1989 that you are no longer
in business. So | guess all of the publicity as a result
of the Auditor’s Report had a pretty significant affect
on our business. Our loan activity is probably reduced
by 40 percent in 1988 and 1989 in terms of numbers.

Mr. Ashton: Well | am very concerned about that drop.
That is a major drop. | do not think there has been a
decrease of that magnitude since 1977 to 1978. | really
hope that it is not a pattern. You know, the first year
the Conservatives were elected in 1977, and in 1978
there was a drop, by my calculations, of about 40
percent. | want to put it in context too, because last
year | raised the concern that we not, as the Touche-
Ross Report, incidentally, which was released in March
of 1988, which made recommendations on CEDF, made
very clear. It said, we wish to caution that the significant
scrutiny that the fund has recently undergone may swing
the pendulum too far on the control side.

CEDF is on a very sensitive balance and you know
| realize there may have been some problems related
to the publicity surrounding the audit. | incidently raised
some concerns about the way the audit was brought
in, you know, the announcements made by the Minister
and the kind of publicity it received. | think that was
something the Government had to consider in the way
it dealt with the audit and the way it announced the
audit and the way it conducted the audit. So | am not
sure that we can simply put aside the significant drop.
I am hoping that it will not last, but | am concerned
again that perhaps the uncertainty over, for example,
the decentralization, now will be the reason we will hear
in the next committee that there are still concerns, but
I mean a 40 percent drop in the loan approvals is pretty
significant. | am wondering in that regard why some
action was not taken during the 1988 and 1989 fiscal
year to deal with that very significant problem.

| realize that there was some attenition given to the
audit, but surely when you have a major drop in your
loan portfolio of 40 percent it is time to look at what
is happening. If there is a problem with signals coming
because of the announced audit, communicate to
people that it is open. CEDF has surely mailing lists,
contacts in various communities. Why was action not
taken to deal with what | would call a major drop in
loan approvals in the 1988 and 1989 fiscal year?

Mr. Downey: Mr. Chairman, | would have hoped the
Member would have tried not to get into the political
angle at which he is approaching it. Again we had to
clean up what was | would say very bluntly a mess that
was left by the former New Democratic Government.
Precisely what we were doing was cleaning up a mess
in CEDF that he was a part of and did not want the
auditor to report on. He wanted to continue to leave









Tuesday, October 24, 1989

shifting between the two Parties that have been here
for so long, is that we are dealing with a report that
clearly on' its face is not a good report. It is very
symptomatic of difficulties and of problems.

They are a quarter of a million dollars in expenses
cver revenues, incomes. Just going through very
casually on the expense statement | can find $100,000
that | would question very, very closely and if | was the
Minister | would get specifically in to some of the
activities.

That is a report that is dated 1988. We are now well
on our way te 1990 and it is to be assumed that these
corrections have been made and that all the good news
that the Minister is telling us about is to be immediately
realized. May | ask, through you, Mr. Chairperson, when
we can expect to see the 1989 report that will better
reflect your influence as a Minister on this corporation,
because quite frankly this is history. The Auditor pointed
it out, the fights were there, and we know that there
were strong symptoms of difficulty. Steps have been
taken to correct them. The concept is still good and
all we had is words and indications from the Minister.
When are we going to have something to look at in
terms of the 1989 report?

Mr. Downey: Mr. Chairman, it will be made available
as it has traditionally been done to the legislative
committee.

Mr. Angus: You have no idea when that will be?

Mr. Downey: | guess we have to finish this Session
and Members of the Opposition, when they want to
get on with Estimates and activities of the House, then
we will proceed. It is in the hands of the Opposition.

Mr. Angus: Mr. Chairperson, that is nonsense. There
is no rule that says that we have to finish a Session
before we can consider 1989 reports. There is no rule.
You have brought forward 1987 reports, 1988 reports
at the same time. We sat here and looked at them.
There is no reason why, if that report is available, if it
is concluded, if it is as glowing as you suggest it is
and, quite frankly, | resent the challenge to (a) my
integrity and (b) my intelligence, by the Minister in that
regard.

There is absolutely no reason why we cannot consider
the 1989 report which is a full year of this Government
in operation. Hopefully those reports would reflect the
benefits that they are suggesting. It is just so much
bafflegab that suggests that there is any reason for
the delay.

Mr. Chairman: As Chairman of this committee, | would
like to ask the guidance of the Members. It is 10 after
12. Is it the intention of the Committee to pass this
report with a few additional questions? Why | am asking
this is some of us Members have a different meeting
that we would like to attend if it will not be passed
today, but if it would be able to be passed today we
are willing to sit here to whatever time the committee
Members so desire.

* . (1210)
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Mr. Angus: Mr. Chairperson, | do not have any difficulty
with passing the report today. We are getting into sort
of stone-throwing and mudslinging. | would like to have
more accurate, more up-to-date indications of the
direction that the board is taking because | find that
if we start to look at 1989, at the end of 1990, close
to 1991, we are again dealing in a vacuum. It is the
very thing the Auditor said that we are all faced with
doing, and it is not very responsible. So | am prepared
to pass this report today and ask titem to get on with
bringing the next report back so that we can see the
progress we hope is being made.

Mr. Ashton: | have some further comments and
questions. | think we will try and wrap it up today, |
do not see that as being a difficulty.

Mr. Chairman: Very good then, if it is the will of the
committee, we will stay sitting.

Mr. Ashton: | just want to read it into the record and
| do not want to belabour this, but for the Liberal
Member | think it is important because | am concerned
about the impact in northern Manitoba. | am concerned
about the number of loans that are going to northern
communities and | would hope that the Member for
St. Norbert would be concerned about that, as well.
That is the bottom line with CEDF.

| went through the basic situation, but | want to
indicate the type of concern that | do have and my
hope that next year the Minister will come back and
will reverse the situation because | do not want history
to repeat itself. That is all | do not want to happen.

The first hear the Conservatives were elected, ‘77-
78, the loan ratio dropped substantially. The average
over that period was $1 million. Okay, under the NDP,
the first year the NDP was in office, it increased by
about 230 percent, the average was $2.5 million over
the seven-year period. | think anybody in northern
Manitoba would be concerned asout a 40 percent drop
in one year in the loan portfolio, given what has
happened in the past.

| am hoping that the Minister has learned his lesson
from the disaster of the Sterling Lyon years, and he
was a Member of that Government. If he wants to talk
about history, we can get into that. | do not think that
is what we really want to do though today. What we
want to do is—and | want to, as critic for the New
Democratic Party—for CEDF, pinpoint my very major
concern about the 40 percent drop that has taken place
in the first year and, for whatever reason, whether it
is the incompetence of the Minister and the
Government, whether it is because of changes in
policies, whether it is because of the uncertainties
surrounding the audit, the Minister has to accept
responsibility.

Mr. Chairperson, the Minister is the Minister who has
been responsible for the 40 percent drop.

An Honourable Member: Not in this report.

Mr. Ashton: Not this report, the last figure for this
report was the highest number of applications in the






Tuesday, October 24, 1989

Conservative years. | mean, if the Minister has to stoop
to that level to make his arguments then | would suggest
that he is really insulting the intelligence of the
committee.

| would also like to ask the question, once again,
because the Minister has become very defensive, and
so he should, about his record in his first full year as
Minister. Well, 1988 and ‘89 fiscal year, the Minister
was responsible for CEDF, loans dropped by 40 percent
and | said that | hoped that is not a continuing trend.

An Honourabie Member: Look what happened under
your Government.

#ir. Ashton: Well, look what happened. The Minister
starts talking about 1982 being a Conservative year.
if the Minister believes that 1982 was a Conservative
year, where the hell was he in those years? We thought
he was a bit out of touch at times, but to not even
know where the hell he was and what was happening
in this province at the time is absolutely incredible.

An Honourable Member:
committee.

Order, apologize to the

Mr. Ashton: Well, | think you should apologize to the
committee for your completely inane—

Mr. Chairman: Mr. Ashton, let us please keep our
questions to the report, please.

Mr. Ashton: So | asked my question and the Minister
did not answer. | will ask it again and | asked about
the geographic mandate and whether the Minister is
looking at any expansion of the mandate to deal with
the fact that there is an uncertainty that faces CEDF
and which communities fit into its mandate, whether
it is Northern Affairs communities, the Northern Affairs
boundary. If you read through the report, there are
many communities that are outside of the Northern
Affairs boundary that have been included in terms of
various loans. If you look at McCreary, for example,
which is outside of that area, there are a number of
them and | could run through the list but | do not
believe we want to spend the time doing that, but |
am asking the Minister if he is looking at any changes
in terms of that to clarify more clearly CEDF’s role in
those communities.

Mr. Downey: Mr. Chairman, | indicated earlier that |
do not plan to do that at this point legislatively, but
the interpretation of the Act is to make it as broad as
possible and assist as many people as we can with
CEDF.

* (1220)

Mr. Chairman: Is it the will of the committee to pass
the—Mr. Ashton.
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Mr. Ashton: Well, Mr. Chairman, we have agreed that
we will pass this report today. | do not see why the
Liberal Member is in such a rush to have it through.
If the Liberal Member has other pressing engagements
| am sure we will not miss his presence here and we
can pass the report anyway, but | just wanted to finish
off on some questions that will be dealing with . . ..

Mr. Chairman:
question.

Mr. Ashton, go ahead with your

Mr. Ashton: | would like to ask the Minister further,
in terms of what has been happening, not just in terms
of the overall loan portfolio, but what has been
happening in terms of the loss ratic the last number
of years. Last year in committee it was indicated the
loss ratio was approximately 19-20 percent, | believe,
in that range. | am just wondering if there has been
any change in the loss ratio in terms of loans.

Mr. Downey: No, there has not been any change, Mr.
Chairman.

Mr. Ashton: Well, looking for the positive signs with
CEDF | think the fact it has had a fairly consistent loss
ratio over the years shows that it is a very good program
and one that is well worth maintaining. That is why |
am asking whether the Minister will consider some
expansion of the mandate of CEDF and the fact that
it has clearly been a success on the financial side. |
mean | realize that a commercial lending operation
probably is, and the figure | am sure perhaps could
be provided by Mr. Chiswell, would probably be in a
lower range in terms of loss ratio. | believe if you are
looking at 5 percent, 6 percent, 7 percent, 8 percent,
it depends on the area and the type of loan portfolio,
but really when you have only a 20 percent loss ratio
that means an 80 percent success ratio. Before we
leave this committee that is one thing that should be
put on the record, that CEDF has a very sound footing,
and regardless of what has taken place the last period
of time, or recommendations in terms of the Auditor’s
Report that CEDF is doing a job in northern Manitoba
that is pretty near to being incredible. It is creating
jobs, it is creating economic activity, and it is doing so
without a major subsidy in terms of bad loans, and if
anything can be done to improve the administration
that will only further improve the picture.

Mr. Chairman: Any more questions, Mr. Ashton?
Mr. Ashton: Pass.

Mr. Chairman: Okay. Shall the 1987-88 Annual Report
of the Communities Economic Development Fund be
passed—pass. The report is accordingly passed.

Committee rise.

COMMITTEE ROSE AT: 12:23 p.m.





