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STANDING COMMITTEE ON PUBLIC ACCOUNTS
Thursday, January 20, 2005

1:00 p.m.

Ron MacKinley (L) (Chair):    We’ll call the
meeting to order.  

Wayne Collins (PC):   I want to go back to 3.13
on page 9 where you mention that the government
was intricately involved in providing financial
support. . .  Auditor General, would it be fair to say
that when you talk about government the range
and scope of government here where the
Department of Development and Technology
would probably be the most closely involved
department on this file of Polar?

Colin Younker (Auditor General):    Yes.  

Wayne Collins (PC):    The Office of the
Treasurer, would that also be involved with it?

Colin Younker (Auditor General):    Yes, it would
be Business Development Inc. and the
department.

Wayne Collins (PC) (Chair):     The Treasury also
had some decisions, right?  

Colin Younker (Auditor General):    Yes.

Wayne Collins (PC):    Would you also include the
Premier’s Office in that, intracely involved?   

Colin Younker (Auditor General):    Well there
were decisions made at Executive Council level.

Wayne Collins (PC):    Right, up on the fifth floor.
Alright, given that, Mr. Chairman, I move that
Members of the Prince Edward Island Standing
Committee on Public Accounts request Pat Binns,
Premier; Development and Technology Minister,
Michael Currie; Provincial Treasurer, Mitch
Murphy; Agriculture, Fisheries, and Aquaculture
Minister, Kevin MacAdam; and Charlottetown-
Spring Park MLA, Wes MacAleer, appear before
this committee at their earliest convenience and I
have copies of that motion for all members. 

And if I could speak to that motion just briefly, I just
feel that there’s so many things we’ve heard
already up to page 7, some very incisive questions

from members opposite and I just feel it would
serve this committee well if we could hear from
some of these people who were intricately involved
with the Polar file as quickly as possible. So given
that, that’s where I stand on that. 

Ron MacKinley (L) (Chair): If they come though,
will they tell the truth because they didn’t tell me
the truth in 2002 in the House but anyway that’s
just a question I have.

Honourable Robert Ghiz (L): If I can speak on
this (Indistinct)

Ron MacKinley (L) (Chair): Yes.

Honourable Robert Ghiz (L): I agree with the
honourable member and, in fact, we kind of
indicated that we were going to wait until the end
before we put together the witness list.

Jim Bagnall (PC):    No problem.

Honourable Robert Ghiz (L): But I totally agree
with you that we should be working on this now. I
have a lot of questions in relation to this. In fact, I
have a list here and some motions on some
witnesses as well so I think we should include
them all together and make a decision on this. And
our motions are calling on, first of all, Leo Walsh to
appear.

Wayne Collins (PC): My motion is on the floor, I
believe.

Honourable Robert Ghiz (L): Well, I’m just asking
if you want to make it easy folks -

Ron MacKinley (L) (Chair): We’re debating your
motion.

Wayne Collins (PC): No, he’s giving another
motion.

Honourable Robert Ghiz (L): No, no, no. I’m
amending your motion.

Wayne Collins (PC): Oh, you’re making an
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amendment to the motion. Is that correct?

Honourable Robert Ghiz (L): I’m going to amend
the motion to include the following people - 

Ron MacKinley (L) (Chair):   Are you done
speaking?

Wayne Collins (PC): Yeah, I just wanted an
opportunity, Mr. Chair. . .

Ron MacKinley (L) (Chair): Alright, he’s making
an amendment to your motion.

Wayne Collins (PC): Well, he should have said he
was making an amendment to the motion. I would
have been pleased to know that.

Ron MacKinley (L) (Chair): Well, you might have
known that’s what he was doing.

Wayne Collins (PC): No, I didn’t.

Ron MacKinley (L) (Chair): Come on. It’s hard to
believe.

Honourable Robert Ghiz (L): I’ll provide a copy
here to the chair and these are the three people
that I believe would be integral in coming before
the committee to ask for allotted questions on the
setup and, in fact, here in Exhibit A that I’m going
to table before the committee now, it lists off Leo
Walsh as being the former chief executive officer
of Enterprise P.E.I. and also he was originally
named deputy minister of the department prior to
being involved.

Also, I believe it would be important to have Mr.
Kent Scales here before the committee, would be
another person who I believe was intricately
involved in the whole Polar affair and, in fact, I
believe is now Deputy Minister of Tourism, if I’m
correct, but was also brought in by the government
to brief the media on the release of this Auditor
General’s report so should have more than enough
information.  And the last person that I think - and
this is just to get us through the beginning as the
honourable member from Winsloe-West Royalty
so correctly pointed out to get us through the
original briefing part and that would be a Mr.
Hillard MacKinnon, who was intricately involved in
the beginning of the negotiations on this file.

Ron MacKinley (L) (Chair): Yes. It was brought to

our attention here the other day. Have we got the
transcripts from the other day, the last meeting we
had?

Honourable Robert Ghiz (L): No.

(Unidentified Speaker): First meeting.

Ron MacKinley (L) (Chair): No. I’m not worried
about the first, the last meeting. 

Marian Johnston (Committee Clerk):    No,
they’re not ready yet.

Ron MacKinley (L) (Chair): Is there any way we
could get those transcripts quicker? Like if we’re
meeting on Tuesday. This is Thursday. It would be
nice for all members to have the transcript typed
up for us.

Marian Johnston (Committee Clerk):    Not a
turnaround like that, no.

Ron MacKinley (L) (Chair): No. Alright. Anyway,
it was brought to our attention that Mr. Leo Walsh
was suggested he was a deputy or CEO for you,
Mr. MacAleer, and I believe Mr. Collins or
somebody said he wasn’t.  I forget who it was.  I
mean I don’t have a transcript. What was Mr.
Walsh? Was he the deputy or CEO?

Wes MacAleer (PC):  Deputy minister.

Ron MacKinley (L) (Chair): Yeah. He was
involved with you. But the other day at the meeting
now - See we don’t have the transcripts - but I
understand it was brought up here that it was
brought up by Robert or Richard that he was a
deputy, came from this side somewheres that he
wasn’t. Mr. MacAleer, you just sat there and didn’t
volunteer one way or the other. Do you remember
hearing that? Alright. It doesn’t matter. Continue
on. We don’t have the transcripts.

Honourable Robert Ghiz (L): So those would be
he three people I would also like to amend the
motion to include and that’s, as the honourable
member points out, that’s to get us through the
initial part to hear more about the setup of Polar
Foods at the beginning. So with the amendment
now, if the amendment passes, which I believe it
should, because I’m just supporting what the
honourable member from Winsloe-West Royalty
said, I’d be more than happy to approve the whole
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motion.

Ron MacKinley (L) (Chair): Have we got any
more discussion on that motion, the amendment to
the motion?

Wilbur MacDonald (PC): A question, Mr. Chair.

Ron MacKinley (L) (Chair): Yes.

Wilbur MacDonald (PC): Don’t we always
indicate when we ask Cabinet members and stuff
to come that they can take anybody that they feel
is important to come with them?

Ron MacKinley (L) (Chair): But the problem we
have, Mr. MacDonald, is right back to April 25,
2001, in the House, your Premier, the Minister of
Development and them weren’t giving straight
answers and it’s all in the record here and I can go
over it. The Premier couldn’t seem to remember
anything. Then when you produce the document,
he had to check into it and then he blamed it on
somebody else, so I think what we need here is
some deputy ministers. With my experience, we
need some deputies, former deputies, and people
that actually did the work because we know that
you people didn’t do any work on this file, going by
the auditor, because there was nothing done. It
was a mess. That’s what the auditor said. It was a
mess so let’s bring in the people, find out if there
was political influence. 

Now I got a lot of respect for these civil servants
and I don’t think they’d make a mess like this
unless there was political influence from the
politicians somewheres involved. So let’s find out.
Was these civil servants interference from the
politicians? I’m not referring to you, Mr. MacAleer
or Mr. Walsh or anybody. I don’t know because
this is what we got to find out by bringing in these
bureaucrats. Now we know Mr. Walsh has clear
political civil service and I’m not arguing anything
about him but he’s been around the block, and
he’s a senior Tory, and he was in charge of this
file. You were the new person on the block. You
know, I have questions myself. A lot of people are
phoning me and asking: Well, did Mr. Walsh and
some of the Binns’ Tory friends put this together
and Mr. MacAleer was sort of kept in the dark as
the new minister of all these details? If you look at
Mitch Murhpy, I believe Mitch when he said he
didn’t know a thing about it to 2003 because he
wasn’t paying any attention to the file. 

There’s lots of questions in the House but he
wasn’t listening so let’s bring in some of the
bureaucrats and find out. You look at Mitch today.
He’s not lying he didn’t know anything about it until
2003. He must have been sleeping in the House
when I asked the questions. He wasn’t paying any
attention to it so I don’t think that the Premier,
Peter McQuaid, and Leo Walsh even kept any of
your Cabinet ministers informed and that’s what I
think we should get to the bottom of it. 

That’s what the public is phoning me. I’ll bet you I
field 25 phone calls in the last few days over this,
especially after last night’s CBC report of people
saying: We got to get to the bottom of this and we
got to stop the bull. I can’t use that word here - get
to the bottom of it and find out what’s going on.
That’s what the taxpayers want to find out.

I was at the professional place today, the president
of a large organization asked me if we thought
we’d ever get to the bottom of this and he’s
concerned. I mean this takes right from the six-
year-old child in school to every professional in the
Province of P.E.I. You’ve lost $31 million and it’s
climbing here. I think we got to get to the bottom of
it. You got to stop playing your politics, get to the
bottom of it. MacAleer said he’d take the heat and
I respect him for that. That’s why I let him talk the
other day so let’s get to the bottom of it.

Honourable Robert Ghiz (L): I’m quite
impressed, actually, with the Member from
Winsloe-West Royalty for telling that he wants to
do some due diligence on this committee as well
and bring in people to testify before the committee.

Wayne Collins (PC): Question on the
amendment.

Ron MacKinley (L) (Chair): Are we ready for the
question on the amendment? All in favour of the
amendment, raise your right hand.

Honourable Robert Ghiz (L):   They didn’t tell me
they spoke against it.  Is everybody against the
amendment?

Ron MacKinley (L) (Chair): Well, go ahead.

Wilbur MacDonald (PC): What I was going to say
is we bring in, we’ve always done - 

Ron MacKinley (L) (Chair): Sorry for that. He cut
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you off.

Wilbur MacDonald (PC): - and we don’t, we
always say bring in whoever you like and all the
other people may come in. Let’s bring in the
ministers and the Premier, whoever they want to
bring in with them and then we’ll see what goes
on. If you want to keep on going, that’s another
story. That’s the way we’ve done it. 

Ron MacKinley (L) (Chair): We got to forget
about the politics, Wilbur, you know, in this. 

Wilbur MacDonald (PC):    I’m not talking politics.

Ron MacKinley (L) (Chair):     Like you’re playing
the politics and the general public is getting sick
and tired of you playing politics here. Now you got
a good idea is a good5th floor (Indistinct). . .

Wilbur MacDonald (PC): No, it’s not.

Ron MacKinley (L) (Chair): But we have brought
in the ministers on other issues. We had the
ministers before Public Accounts like this before
and all we got was mistruths and it’s in the
documents that are here. There’s no way they
could be that stupid, those ministers, to tell the
mistruths that’s here. They had to just come right
out and not tell the truth so let’s bring in the
bureaucrats, which are professional bureaucrats,
which I have great respect for, but they take orders
from the minister. All you got to do is go down and
talk to any of the deputies or anything, Mr.
MacDonald, and when you were in before under
Angus MacLean, Jim Lee, Joe Ghiz, Alex
Campbell, the bureaucrats were able to run the
organizations, the departments. 

Jim Bagnall (PC):    The question’s on the fllor.

Ron MacKinley (L) (Chair):     Now today, the
ministers run them. That’s who’s running them. 
So the question’s on the floor. Well, we want to
make sure we don’t get anybody else.

Jim Bagnall (PC):    Okay, the. . .

Ron MacKinley (L) (Chair):     Let him speak.

Jim Bagnall (PC):    No, you asked for the vote. 

Ron MacKinley (L) (Chair):     No, he interrupted.

Ron MacKinley (L) (Chair): No, but he
interrupted. He interrupted.

Jim Bagnall (PC):    You stopped the vote in the
process. 

Honourable Robert Ghiz (L):    There’s no limit to
speaking.

Ron MacKinley (L) (Chair): No limit to speaking.

Honourable Robert Ghiz (L): Thank you, Mr.
Chair. I would find in phenomenal if these
members would not approve having these three
gentlemen here before the committee since they
were vital in the formation of Polar Foods, Mr.
Chair.

Jim Bagnall (PC): The vote hasn’t taken place.
The vote hasn’t taken place.

Honourable Robert Ghiz (L): I just said I would
be surprised if these members hold that against
us, okay.   Mr. Chair, who has the floor?

Ron MacKinley (L) (Chair): You do.

Honourable Robert Ghiz (L): Okay, thank you.
And Mr. Chair, I would hope that they would
approve of these gentlemen coming before the
committee to appear since they were integral in
the setup of this. If this was rejected and the
honourable member only wanted to bring in the
Tory politicians that were responsible for this file
under the Pat Binns Tory government, well, then
this is just another clear indication of spin control.
If, in fact, they want to do their due diligence and
as good members of the Public Accounts
Committee and as good members of the
Legislative Assembly of Prince Edward Island, I
believe they would approve having all these
witnesses come forward so we can finally start to
get to the bottom of this $31 million fiasco that the
Pat Binns Tories set up, Mr. Chairman.

Ron MacKinley (L) (Chair): Now, all opposed to
the amendment, raise your right hand. The
amendment is defeated. We’re back to your
original motion. Have anybody got anything?

Jim Bagnall (PC):    Question.

Ron MacKinley (L) (Chair):     Alright, all in favour
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of the original motion by -

Honourable Robert Ghiz (L): I’d like to speak
now to the original motion.

Ron MacKinley (L) (Chair): Alright.

Honourable Robert Ghiz (L): Thank you, Mr.
Chair. Well, it’s quite evident here now, Mr. Chair,
that it is Pat Dorsey and Peter McQuaid on the fifth
floor of the Premier’s office that is in charge of the
spin control on this file and they realize that
Islanders are getting tired of the mistruths of the
deceit of the whole fact of this Polar file has been
a disaster since the very day that the Pat Binns’
Tories decided to bring it on. And now what they’re
trying to do is get before a committee and give out
their own personal spin without having the
bureaucrats here to defend them and I was
appalled when I heard the Premier Pat Binns on
CBC news trying to blame bureaucrats for this file
when, in fact, we all know that it is ministerial
responsibility to be in charge for the department;
and if anything goes wrong in their departments, it
has to be the politicians that take the accountability
for it and that’s what they are elected for under our
democracy, Mr. Speaker, and I am appalled that
these members refuse to go ahead.

Wayne Collins (PC): Mr. Chair.

 Ron MacKinley (L) (Chair): Yes, go ahead.

Wayne Collins (PC):   Mr. Chair, I just want to
address the motion again.  I guess I can speak
more than once.

Ron MacKinley (L) (Chair):     Yes, go ahead.

Wayne Collins (PC):    I think the member
opposite said the magic word a couple of times
there, it is responsibility and responsibility does
rest with the members of the Executive Council,
the people who were, as the Auditor General
rightfully points out, intricately involved with this
file. If the member opposite wants to talk about
disasters and one thing and another and casting
dispersions about, let’s not forget. It was the
Ghiz/Morrissey Liberals of the 80s that gave us
that perfect debacle called Perfection Foods
debacle of $5.8 million in writeoff and things that
are going to be plaguing this government for many
years to come when there’s still a $60 million
lawsuit still hanging out over that Perfection Foods

debacle.

And while I’m on it and before he gets any
opportunity to say it again, I want to say Mr.
Chairman, I want to apologize right here and right
now for as a working journalist having been unable
to prevent the Perfection Foods debacle and I’m
really sorry I was unable to prevent the MacKay
and Hughes debacle as well when this government
decided it was going to buy and sell the market
potatoes. They darn near ruined the potato
industry on PEI, so apology is up front, Mr. Chair.

Ron MacKinley (L) (Chair): And Mr. Bagnall is
next but you should be apologizing for the mess
you’re in now because you’re not cleaning it up
either, like lots of governments have problems. Mr.
Bagnall. 

Jim Bagnall (PC): Yes. You know, we’ve listened
to this committee for the last two or three meetings
and almost every comment that we’ve heard has
been Pat Binns’ government, Pat Binns’
government.

Ron MacKinley (L) (Chair): Well, that’s whose it
is.

Jim Bagnall (PC):  The Minister of Development,
they’re the problems with this file.

Ron MacKinley (L) (Chair): They are. They
should be behind bars.

Jim Bagnall (PC): All we’ve done is asked to bring
these two people in and I can’t understand why the
Leader of the Opposition would be so worked up
over that because that’s who he’s been blaming
since the beginning of this file that came out. So
now when we’ve asked to bring these people in
front of the committee, they turn around and do a
change of face. Mr. Speaker or Mr. Chair, we are
interested in finding out exactly what happened.
The people that were most involved with this file,
the Premier, Minister Currie, the Minister of
Development at the time - we’ve asked for all of
these people to come forward to explain the
situation on these files. 

I don’t think, you know, deputy ministers have
changed over the years and I’m not sure whether
the deputy ministers have all changed on this file
or not but the ministers have been there. They’ve
been in Executive Council since the beginning. My
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opinion is that these people are the most up-to-
date, acknowledgeable people on this file and
when we asked to bring them forth, the Opposition
go foolish and say: Oh, we don’t want them. We
want these people. Well, the whole part of it is, Mr.
Chair, is that these were the people that were
involved. These were the people we’ve asked to
come to our committee. They are the people who
are most knowledgeable on this whole file and I
believe that these are the people we should be
talking to.

Ron MacKinley (L) (Chair): Just before you start,
you done, Mr. Bagnall?

Jim Bagnall (PC): Yes, thank you.

Ron MacKinley (L) (Chair): Alright. I’ll just put my
two cents into it.

April 25, 2001, the Legislative Assembly - This is
the honourable Premier talking. One of them - and
I was on to about how much money was into Polar
and we’re into the 3.5, et cetera, and here’s the
Premier’s answer: One of them, for example, is
that they’ve increased the amount of processing
that takes place in Prince Edward Island.

Jim Bagnall (PC):    True, they did. 

Ron MacKinley (L) (Chair): They did. Since
coming together as a new industry, I think in
excess of 20 per cent, as trying to relate it into
increased jobs, increased employment - 20 per
cent. This is what the Premier is saying.

Jim Bagnall (PC): They did.

Ron MacKinley (L) (Chair): Both, I mean they’re
doing very good. They’re way over $100 million. I
think, you know, that’s a very great sales potential.

Jim Bagnall (PC):    And it was.

Ron MacKinley (L) (Chair):     Then I go on to ask
some questions, you know. The problem is your
Premier is in denial and what I say here - It’s quite
obvious the Minister of Development and the
Premier of the province don’t understand what’s
going on or they’re in denial. That was in April.
That’s where you could have saved. If you had of
took better management that time, you might have
saved $15 or $20 million.

Jim Bagnall (PC): But everything he says was
true.

Ron MacKinley (L) (Chair): But you were in
denial.

Jim Bagnall (PC): Everything he said there was
true.

Ron MacKinley (L) (Chair): But they weren’t
making a profit.

Jim Bagnall (PC): Everything he said there
happened.

Ron MacKinley (L) (Chair): But the lobsters were
being all processed before here. What you really
did was set this company up trying to get rid of the
small co-operatives.

Jim Bagnall (PC): You’re forgetting about the
lobster they brought in from Maine and Nova
Scotia. That increased 300 times the amount what
we used to get before.

Ron MacKinley (L) (Chair): But you lost big
money, like you’re broke. The system wasn’t
working.

Jim Bagnall (PC): Nobody questions that.
Everybody knows that they lost money.

Ron MacKinley (L) (Chair): Anyway, it’s Robert
has got something to say.  

Honourable Robert Ghiz (L): Thank you very
much, Mr. Chair.

I had no trouble whatsoever having the Premier
here, the Minister of Development, and whatever
ministers you would like and, yes, at the end of the
day, I agree with you 100 per cent. They are the
ones responsible for this. They are, as the Auditor
General pointed out, the ones that have been
involved totally with this file from the beginning and
are responsible for the $31 million loss but also
along the line, there were a lot of bureaucrats
involved in this file. It wasn’t the Premier that went
down and tried to defend this issue when the
Auditor General released it. It was some
bureaucrats that came down to try to explain the
file to the media and to a couple of people from my
office, Mr. Chair. I, in no way, have any trouble
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whatsoever calling these politicians, Pat Binns and
Mike Currie, before this committee to try and hear
how they don’t think they did anything wrong over
the last seven years. 

But in fact, I watched it on CBC Television and the
Premier attempted to put some of the blame onto
the bureaucrats and I think it would give an
opportunity for these bureaucrats to come in here
and tell us their side of the story because if we’re
only getting the one side of the story we all know
in politics, especially from this government
because I believe you’re great at politics but
horrible at government, that it comes down to
these politicians getting out here and wanting to
give their spin on it. I think for a balanced
approach we should have these bureaucrats and
in no way am I complaining that the Premier and
the Minister of Development and other ministers
are going to be heard before the committee. But I
believe for a balanced approach, I don’t see why
you would reject having these other people come
in here unless, of course, I’ve been right all along
and you have something to hide.

Jim Bagnall (PC):    Question.

Ron MacKinley (L) (Chair):  All in favour of the
motion, raise their right hand.All opposed?  Motion
CARRIED.

Honourable Robert Ghiz (L): Mr. Chair.

Ron MacKinley (L) (Chair):     Yes.

Honourable Robert Ghiz (L):     I would like to
introduce a motion now.  I will now read it and it
says: 

WHEREAS Enterprise PEI was the key
government agency involved with the
establishment and management of the Polar
Foods files;

AND WHEREAS the Auditor General has named
this agency repeatedly throughout the initial pages
of his report that has been reviewed by the Public
Accounts Committee;

AND WHEREAS the senior officials employed this
agency that were initially responsible for the Polar
Foods file will have valuable insights to provide to
the Public Accounts Committee;

AND WHEREAS the Public Accounts Committee’s
work or committee’s thorough review of and
response to the Auditor General’s report on Polar
Foods would benefit from the testimony of senior
officials from this agency;

THEREFORE BE IT RESOLVED that the Public
Accounts Committee request the former employee,
Mr. Hillard MacKinnon be requested to appear
before this committee to answer questions in
relation to the government’s involvement with the
establishment and ongoing operations of Polar
Foods; 

THEREFORE BE IT FURTHER RESOLVED that
this committee instruct the Assistant Clerk to
contact Mr. MacKinnon to arrange a time he will
appear before the Public Accounts Committee.

Ron MacKinley (L) (Chair): Mr. Leader, we
already had Mr. MacKinnon in the last motion.

Honourable Robert Ghiz (L): That was on an
amendment to an original motion.

Ron MacKinley (L) (Chair): He was lumped in
with -

Honourable Robert Ghiz (L): He was lumped in
with the three of them so maybe they’d be more
willing to do it as just a separate.

Richard Brown (L):    Let’s see which one they
don’t want.

Jim Bagnall (PC): The motion has already been
defeated. It’s out of order.

Honourable Robert Ghiz (L): No, no. I’m just
asking for a ruling here from the Chair. 

Originally, I put in the three bureaucrats under the
same motion that the Honourable Member from
Winsloe-West Royalty put forward. Now what I’m
doing is perhaps they were against one of the
people on that motion and that’s why they rejected
my amendment. So now I believe that by offering
perhaps just one of the names that it can be
approved by this committee.

Jim Bagnall (PC): It’s out of order.

Honourable Robert Ghiz (L): If it’s out of order,
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it’s out of order but -

Ron MacKinley (L) (Chair): Anybody speaking to
the motion? Anybody else want to speak to it?

Wes MacAleer (PC): Just a clarification in
procedure, Mr. Chairman. Mr. MacKinnon is no
longer an employee of the Enterprise. I mean I’m
just adding that.

Honourable Robert Ghiz (L): Yeah. We know
that, oh yes.

Ron MacKinley (L) (Chair): All in favour of the
motion if there’s no debate. 

Jim Bagnall (PC):      It’s out of order.

Ron MacKinley (L) (Chair): No, it’s not out of
order. I’ve ruled it was in order.

Jim Bagnall (PC): Hold it now. I’d like a ruling
from the Clerk on this.

Marian Johnston (Committee Clerk):      I don’t
rule.

Jim Bagnall (PC):  Can you give me some
advice? Is that motion out of order or is it not in
your opinion as the Clerk.

Marian Johnston (Committee Clerk):       I’ve
advised the Chairman.

Jim Bagnall (PC): You advised him as to what?

Ron MacKinley (L) (Chair): I ruled that it’s in
order.

Jim Bagnall (PC): No. I’m asking because of my
question as our deputy clerk. You advised the
Chair that this was in order.

Wes MacAleer (PC): Mr. Bagnall, I think you’re
putting the Clerk in a very difficult situation. I think
the chairman. . .

Jim Bagnall (PC): Okay. I’ll back off on that
because I know that the Clerk ruled, told you that
it was out of order and I’m just wondering why you
ruled in on her.

Ron MacKinley (L) (Chair): Listen. Are you all in

favour of the motion? 

Honourable Robert Ghiz (L): I’ll drop it. If they’ve
got so much against this and they’ve got so much
to hide, I’m willing to drop the motion. I can
withdraw my motion.

Marian Johnston (Committee Clerk):    With
unanimous consent, yes.

Honourable Robert Ghiz (L): Can I withdraw my
motion with unanimous consent?

Ron MacKinley (L) (Chair): Alright, we can
(Indistinct) arguing.

Jim Bagnall (PC): You know it was out of order
too.

Ron MacKinley (L) (Chair):     No, it’s not out of
order.

Honourable Robert Ghiz (L): Mr. Chair, I’ve got
another motion.

Ron MacKinley (L) (Chair): Alright, give me the
motion.

Honourable Robert Ghiz (L): Thank you, the
calling of witnesses from Polar shareholders, Mr.
Speaker.

Richard Brown (L):    Let’s hear both sides.

Honourable Robert Ghiz (L): Because I believe
what we’ve seen so far now has been attacks on
government, attacks on the politicians and attacks
on the shareholders; and if the Honourable
Member from Winsloe-West Royalty is so intent on
having Pat Binns come in here and defend his $31
million loss of this file, I think that the shareholders
deserve an opportunity, so -

WHEREAS the founding shareholders of Polar
Foods played an instrumental role in the
establishment and ongoing operation of the
company;

AND WHEREAS the Auditor General has
repeatedly raised the actions of shareholders
throughout the initial pages of this report that has
been reviewed by the Public Accounts Committee;
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AND WHEREAS the Public Accounts Committee
thorough review of, and responses to, the Auditor
General’s report on Polar Foods would benefit
from the testimony of senior staff and shareholders
from Polar Foods;

THEREFORE BE IT RESOLVED that the Public
Accounts Committee that the former Polar CEO
and shareholder, Mr. Ken MacDonald, be
requested to appear before this committee to
answer questions in relation to the establishment
and ongoing operations of Polar Foods;

THEREFORE BE IT FURTHER RESOLVED that
this committee instruct the Assistant Clerk to
contact Mr. MacDonald to arrange a time when he
will appear before the Public Accounts Committee.

Ron MacKinley (L) (Chair): Have we got any
discussion on the motion? Anybody want to say
anything on the motion?

Wes MacAleer (PC): Mr. Chairman.

Ron MacKinley (L) (Chair):      I have very mixed
feelings on this. In other words, I may well support
this but I’m not prepared to do that at this time
without a clear indication that’s there a benefit to
be gained by doing that. And my understanding
from the committee’s discussions on this issue is
that we will be asking for a forensic audit and I
think if that audit were to be completed and
brought to us, there may be more than just Mr.
MacDonald that we may want to appear before the
committee. So I’m indicating to the meeting that
I’m not supporting this concept at the moment but
I could well be.

Ron MacKinley (L) (Chair): Or I could just ask the
question to the Auditor.

Wes MacAleer (PC): But there’s a timing issue
here that I think is relevant.

Ron MacKinley (L) (Chair): You talk about when
you went in to do your audit. I don’t know if I got it
here somewheres, it’s in the report anyway.  You
talk about T-4 slips, TD-4s. Did you get to look at
the TD-4s?

Colin Younker (Auditor General): The T-4 slips
we got, they had, the names were blacked out on
them, the T-4 slips we got.

Ron MacKinley (L) (Chair): Alright, the names
were blacked out. And also like if I read that
correctly - and you can stand to correct me - but
what I got out of that was the T-4s and the TD-4s
were to be made available but if the dividends
went to the shareholders or family, they weren’t
supposed to be made available, is that right?

Colin Younker (Auditor General): Originally, in
the BDI, Preferred Share Agreement, what was
supposed to be done was an annual report
showing the gross payroll, which would be
reported to Revenue Canada, less any
extraordinary bonuses, compensation to
shareholders, and family members and that was to
have an audit opinion on it. Now that could be in
totals or it could be broken down. It might not be
by individual T-4s.

Ron MacKinley (L) (Chair): But so it didn’t have
to - so what that was telling you that they could
write a check out to family members and not have
to declare it to you fellows or to BDI?

Colin Younker (Auditor General): They had to
declare it to BDI because the calculation of the
payroll because the payroll targets would show
that family T-4 amount coming off in the
calculation, so it would be disclosed what amounts
were paid to family members as part of that. 

Ron MacKinley (L) (Chair): So why did it read like
that in the report? Like it looked like it was like
family was exempt and shareholders were exempt.

Colin Younker (Auditor General):    No, they
were exempt from the calculation like in the. . .

Ron MacKinley (L) (Chair):     Oh.

Colin Younker (Auditor General): It was a payroll
target calculation which was to be brought in from
BDI.

Ron MacKinley (L) (Chair): All right.

Colin Younker (Auditor General): It was to be
after the shareholders families extraordinary
bonuses.

Honourable Robert Ghiz (L):   Mr. Chair.

Ron MacKinley (L) (Chair): All right. Go ahead.
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Honourable Robert Ghiz (L): I’m a bit intrigued
by the fact that the member from Charlottetown-
Spring Park is concerned about perhaps bringing
someone before the Committee because the
forensic audit hasn’t been done yet. When
perhaps he should be concerned maybe the
Premier coming before the Committee before the
forensic audit is done.    I just don’t see how that
relation is there, your concern about Ken
MacDonald but you’re not concerned about the
Premier coming before the Committee without the
forensic audit being done. 

So right now we’re just dealing - and I believe
where the honourable member from Winsloe-West
Royalty was trying to get to with his original
request was with the set up of Polar Foods and
some issues around that and I believe perhaps Mr.
Ken MacDonald can provide us some good
background on the original set up of Polar Foods
and I don’t think - my understanding is the forensic
audit only takes place around when the FPI
Agreement was put in place and that’s not what we
would be looking for right now. We’d be looking for
some more assistance and information on the set
up of Polar Foods which was why you - I believe
the honourable member from Winsloe- West
Royalty wanted to called in Pat Binns to answer for
the $31 million that his government lost on this file.

Ron MacKinley (L) (Chair): Anymore debate on
it? Yes go ahead.

Dr. David McKenna (PC): Just curious why you’re
choosing Mr. Ken MacDonald as appose to the
other six shareholders. Is there any reason why
you choose that name as oppose to the other six?

Honourable Robert Ghiz (L): No. We can have
them all on there. If that’s what you’re interested
in. There’s no sequence of events here. He was
just the last CEO and we’re willing to have them all
come in and give their side of the story.

Dr. David McKenna (PC): (Indistinct) .

Honourable Robert Ghiz (L): You approve this
one. I’ll put  forward another motion calling for
another one.

Ron MacKinley (L) (Chair): Anyway all in favour
of the motion, raise your right hand. All opposed.
Motion is defeated.  Mr. Collins has the floor.

Richard Brown (L): Kangaroo court.

Wayne Collins (PC): My question is for the
Auditor General.   I thank him for his patience. I
want to ask the Auditor General first of all is he
aware of any programs that BDI offers
entrepreneurs in terms of helping them with the
formulation of business plans?

Colin Younker (Auditor General): They have
programs, but I don’t have a list of them with me.

Wayne Collins (PC): But they do have programs,
where they assist businesses formulate business
plans. 

The business plan for Polar Foods, $250,000 cost.
What work was done and by whom?

Colin Younker (Auditor General): That was in
November of 1997 I think they approved that
financial assistance and the project was authorized
by BDI, the applicant was PEI Fish Processing
Industry and the contact was Garth Jenkins.  It
was to provide professional fees for the
preparation of the business plan and to - for the
group that had requested it and McPherson,
Roach Smith & Noonan were the accountants and
McInnes Cooper were the lawyers.

Wayne Collins (PC): McPherson, Roach Smith &
Noonan accountants.

Colin Younker (Auditor General): Yes.

Wayne Collins (PC): And the lawyers were -

Colin Younker (Auditor General): McInnes
Cooper.

Wayne Collins (PC): McInnes Cooper, all right. 
Do you know what business plans - who paid for
the business plans and the set up of Royal Star
Foods, Royal Star Fisheries, up west?

Colin Younker (Auditor General): No. I don’t
have that information. 

Ron MacKinley (L) (Chair): Somebody told me
Morrissey paid for that out of his back pocket.

Wayne Collins (PC): I presume that there was a
business plan for it and I’m just wondering who
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would of paid for it. Could you find that out and
bring that back here?

Colin Younker (Auditor General): I can bring that
back.

Wayne Collins (PC): If government paid for that
business plan.

Ron MacKinley (L) (Chair): It must have been
pretty good . . .

Wayne Collins (PC): Can you tell me as well . . .
I believe I have the floor Mr. Chair. Can you tell us
as well, Auditor General, who paid for the business
plan for the new plant in Souris?

Colin Younker (Auditor General): We’d have to
go back and check as well. Who paid for the
business plan?

Wayne Collins (PC): Yes. Would you check that
out for us. 

Honourable Robert Ghiz (L): (Indistinct) .

Wayne Collins (PC): Well no we are talking about
- the other day the member opposite made a great
deal of hoopla about the $250,000 that was spent
by government to help formulate a business plan.
 But I’m just trying to get the history of businesses
plans here and I think we are trying to make a little
progress on that front. To find out that this is not
unprecedented what occurred in case of Polar
Foods. 

I also want to ask you Auditor General, from your
studies in the past of previous government
dealings in the fish processing industry. Can you
tell me whether or not any personal guarantees
were made in regards to the formation of Royal
Star Foods, Royal Star Fisheries?

Colin Younker (Auditor General): I’d have to
check on that Mr. Collins.

Wayne Collins (PC): You don’t know whether or
not. But you made a deal about there being no
personal guarantees for Polar. But you don’t know
if Royal Star (indistinct) . 

Richard Brown (L):   Royal Star is out of
business.

Wayne Collins (PC):   What about, I mean the
fisherman, you know,  in terms of their guarantees.

Ron MacKinley (L) (Chair): It’s foolish.

Wayne Collins (PC): Were any personal
guarantees offered,  requested by the government
of any of those operations? Do you know.

Colin Younker (Auditor General): I’d have to
check that.

Wayne Collins (PC): Would you.

Colin Younker (Auditor General): Yes.

Ron MacKinley (L) (Chair): Tell me this when you
are checking. Will you find out if Royal Star is still
in business and is the one down in Souris still in
business, that new co-op they built in South Lake
and bring it back for Mr. Collins so he knows the
difference between a good businessman and a
poor one.

Jim Bagnall (PC): Are you finished, Mr. Collins.

Wayne Collins (PC): I believe I have for now.

Dr. David McKenna (PC):    Been cut off.

Ron MacKinley (L) (Chair): No he’s not cut off.
He can keep going. We just wanted to find out if
the Royal Star is still in business. Because
whoever did that business plan must of been pretty
good. It’s still going.    Yes,  Mr. Ghiz.

Honourable Robert Ghiz (L): Thank you very
much. Can you provide a list of supporting
documents used in the presentation to Executive
Council to receive the original monies.

Colin Younker (Auditor General): That would be
the business plan.

Honourable Robert Ghiz (L): Yes. Do you have
that with you now or -

Colin Younker (Auditor General): We don’t have
- we’re compiling the information that was
requested.
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Honourable Robert Ghiz (L): You are compiling
the information. 

Ron MacKinley (L) (Chair): If I could interrupt for
one second. There were some questions asked
you here the other day.

Honourable Robert Ghiz (L): Also . . .

Ron MacKinley (L) (Chair): Did you bring any of
that information back?

Colin Younker (Auditor General): We started to
compile the information. We didn’t have the
transcripts as well of the last . . .

Ron MacKinley (L) (Chair): You need the
transcripts. I agree with you.

There’s no way we can get them any quicker?  Is
there anybody working now?   We can always hire
more. 

Honourable Robert Ghiz (L): I still have some
additional questions from this section here and it
says here that the decision says,  and I’m talking
about Executive Council Order from April 15th,
1998,  I take it you viewed that,  and it says here
that and I’ll quote from it. “Cabinet authorizes the
minister to issue the letter of financial assistance
as presented to Polar Foods”, and I’m just
wondering can you bring us back a copy of that
letter as well.

Now my next question, Mr. Auditor General, has to
do with the fact that originally in 1998 it was $7
million in preferred shares and a $7 million term
loan guarantee, correct.

Colin Younker (Auditor General): Yes.

Honourable Robert Ghiz (L): But later on that
year the term loan guarantee got increased by
$500,000, and I’m just wondering why they
decided to increase that by $500,000 just shortly
after they saw the business plan and they knew
everything was in place and if you have any
documentation to back that up?

Colin Younker (Auditor General): I can give a
brief answer on the documentation.

Honourable Robert Ghiz (L): Okay.

Colin Younker (Auditor General): There was a
subsidiary bought in the summer of ‘98, AeroSic
and the arrangement with them was the same as
the original with the original shareholders.

Honourable Robert Ghiz (L): So how long did it
take them to decide that they were going to start
buying more assets?

Colin Younker (Auditor General): That would of
been in August of 1998.

Honourable Robert Ghiz (L): And it was formed
in?

Colin Younker (Auditor General): March 1998.

Honourable Robert Ghiz (L): So within a few
months - it’s hard to believe that they didn’t know
that they were going to purchase that before hand,
but I’ve got one last question now on - or perhaps
a couple last questions on this section here. You
say that there were varying levels of financial risk.
I’m  wondering if you can run us through that and
perhaps let us know when the risk was the highest
and when the risk was the lowest.  

Colin Younker (Auditor General): Go to page 23.
This outlines the dates when the different
guarantees were given. 

Honourable Robert Ghiz (L): Yes.

Colin Younker (Auditor General): So if you start
in March 1998. It was $14 million and then it
moves through to August 1998 to $14.5 million,
July 1999, $18 million, December 2001, 21, April
2002, $21 million, March 2003, was down to $19
million and than in July 2003 it was up to $33
million.

Honourable Robert Ghiz (L): Okay so you are
basing it on how much exposure we had there. 

Colin Younker (Auditor General): At the time,
yes.

Honourable Robert Ghiz (L): And than it went
from $19 million to $33 million I guess and that
was the July loan where it was a secret deal done
within Cabinet.

Colin Younker (Auditor General): That was the
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July working capital loan, approved by Executive
Counsel. Working capital.

Honourable Robert Ghiz (L): And wouldn’t you
find it odd that if all a long they were loaning
anywhere between 14 and 19 million and all of a
sudden they needed an additional $14 million.
Don’t you think some alarm bells would of started
going then?

Colin Younker (Auditor General): This was when
they were having working capital problems in June
and July of 2003.

Honourable Robert Ghiz (L): Yes. But if you were
the government at this point and somebody came
to you and said I need another $14 million, how
can you just put in I guess it was 12 million here in
term loan guarantees back in March and then by
July they show up and ask for it. Wouldn’t  you
start to ask some questions.

Colin Younker (Auditor General): Yes, we’d be
looking at the file closely.

Honourable Robert Ghiz (L): You’d be looking at
the file closely but how come,  and I’m sure you
read the Guardian today the same as I did, and for
some reason the Provincial Treasurer says that at
they didn’t think there was any concerns in
government until the fall of 2003, so does that just
indicate the incompetence on this file went right up
until the fall of 2003?

Colin Younker (Auditor General): Well I can
refer you to page 38 perhaps, section 6.46. 

Honourable Robert Ghiz (L): Page 38.

Colin Younker (Auditor General): Yes, at the
time when that guarantee was put in there where
some additional conditions attached to this
guarantee which included a 30 day plan and a six
month plan dealing with the working capital crisis.
Weekly meetings between BDI, Polar Foods, the
multinational firm, and the Bank and a one percent
administration fee on the guarantee.  And there
was also Polar . . . 

Honourable Robert Ghiz (L): So they started
weekly meetings and there was major concerns
going on in government but for some reason the
Provincial Treasurer says in the news today that
they had no worries about what was going on in

Polar Foods until the fall of 2003.

I’m just asking you, does that make any sense?

Colin Younker (Auditor General): Well the
concerns were raised and there were additional
conditions put in place at that time.

Honourable Robert Ghiz (L): He was either
speaking mis- truths or perhaps the Provincial
Treasurer was not in the loop on this file.  At the
time he was not the Provincial Treasurer back in
the summer of this time, I believe he was minister
of agriculture at the time and I think that . . . 

Wayne Collins (PC): (Indistinct) .

Honourable Robert Ghiz (L): No I was just asking
the Auditor General now. I’m just saying so there
was concerns going on in the summer there and
by what you are demonstrating to us now, weekly
meetings, BDI all those things that there was a
grave concern going in the summer of 2003 with
regards to Polar Foods.

Colin Younker (Auditor General): There was
additional monitoring at that time.

Honourable Robert Ghiz (L): Okay.  Thank you.

Jim Bagnall (PC): Mr. . . .

Ron MacKinley (L) (Chair): Jim Bagnall.

Jim Bagnall (PC): On that $14 million that the
Honourable Leader of the Opposition was just
talking about, was that an operating line so that
they could purchases more lobster at that time?
My understanding was that in order to get that
money, in order to keep people working that they
needed an operating line for buying product and to
move it out. Is that . . .  am I wrong in that or was
that what it was about?

Colin Younker (Auditor General): Yes, what was
happening at that time was that the sales were
low, they had declined from the previous year.

Jim Bagnall (PC): Yes.

Colin Younker (Auditor General):  And their
inventory was building up and that’s the time of the
year that they would have the most inventory. So
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they needed, they  were offside with their working
capital ratio with the bank. So they had to get the
guarantee to continue to operate.

Jim Bagnall (PC): To buy product?

Colin Younker (Auditor General):  They could be
buying product and processing product at that
time, yes.

Jim Bagnall (PC): Okay. No I was just . . . why
that amount came in.

Colin Younker (Auditor General): That’s why it
came up is because their own ratio with the bank
wasn’t efficient. The bank calculation of  working
capital (indistinct)

Jim Bagnall (PC): I guess my second question is,
and you can probably tell me, was that $14 million
operating loan ever paid back? Before the
bankruptcy.

Colin Younker (Auditor General): No the
operating loan - this $14 million guarantee stayed
in place until the end of February when the loans
were called. 

Jim Bagnall (PC): Okay.  So it was still in place
when the loan was called?

Colin Younker (Auditor General): Yes.

Jim Bagnall (PC): Okay. Thank you.

Ron MacKinley (L) (Chair): Anyway, so are we
going to start . . .

Colin Younker (Provincial Auditor):    3:14 I
think is where we were.

Honourable Robert Ghiz (L): I have one more.

Ron MacKinley (L) (Chair): One more.

Honourable Robert Ghiz (L): Yes. When the
additional $500,000 was granted, did they look for
personal guarantees for that additional $500,000
six months later?

Colin Younker (Auditor General): No.

Honourable Robert Ghiz (L): No.  So this was

another time when they started loaning out more
money which started directly after and I’m just
wondering why do you think at that point there was
no personal guarantees asked for?  They just gave
them $14 million and now they wanted to  increase
it by $500,000 so they can buy another asset,  I
think you said in Nova Scotia. I’m just wondering
the government at that point thought no need to
ask for personal guarantees yet.

Colin Younker (Auditor General): We have no
reason.   Just that they weren’t asked for.

Honourable Robert Ghiz (L):  Okay.  Yes the half
million did that go, so that went to pay for the
plants in Nova Scotia.   Do you have the
documents that show that the cost half a million
dollars to buy that plant in Nova Scotia?

Colin Younker (Auditor General): Well the plant
would have cost more to buy than a half a million
dollars. Because of the payout.   Preferred shares
issued as well as turned down.

Honourable Robert Ghiz (L): Oh there was more
preferred shares issued?

Colin Younker (Auditor General): At that time,
yes.

Honourable Robert Ghiz (L): Do you have the
documents of that.

Colin Younker (Auditor General): Yes.

Honourable Robert Ghiz (L): Thank you I’d like to
see those.

Colin Younker (Auditor General): 3.14.

Ron MacKinley (L)Chair:     Yes.

Colin Younker (Auditor General): The
amalgamation of nine companies, under the
control of six voting shareholders, made Polar
foods a large and diverse corporation. After
amalgamation, Polar Foods was by far the largest
lobster processor on Prince Edward Island .
Exhibit 3.2 shows a comparison of the PEI lobster
purchases of Polar Foods to the total PEI landings.
This exhibit illustrates that Polar Foods purchased
a substantial portion of the entire lobster landings
in the Province. In addition, Polar Foods imported
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lobster for processing on PEI.

Honourable Robert Ghiz (L): Within this section
here, the amount that was purchased in Prince
Edward Island, how much was that of our total
catch? Percentage wise do you know.

Colin Younker (Auditor General): I don’t have
the percentage numbers, but it would be - if you
look at the chart in exhibit 3.2. It would be in the
7,000 . . . 

Honourable Robert Ghiz (L): Okay we are talking
7,000.

Colin Younker (Auditor General): Seven million
pound range.

Honourable Robert Ghiz (L): Now . . .

Colin Younker (Auditor General): Verses the
total - close to 20 million pounds.

Honourable Robert Ghiz (L): I’ve  got a question
for you. I believe it was the honourable member
from Charlottetown - Spring Park, the former
deputy minister, when this deal was put together,
indicated in the media the other day that this deal
was done for fishers as well, not only process
workers  but he was looking at the whole industry
and he was talking  about how it was going to help
out the lobster fishers in the province of Prince
Edward Island for them to have somewhere to sell
their product. 

In the conversations I’ve had with fishers in the last
couple of days,  because after the minister made
those comments I had quite a few calls saying that
in fact that was dead wrong, they were against the
formation of Polar and they thought it was going to
consolidate the prices and lower down the prices
and before it was better for them. So in fact they
were against the creation of Polar Foods.

I’m just wondering if you have any documentation
where there was letters sent by the PEIFA or
perhaps letters sent from fishermen saying to the
government, you should form Polar Foods , we’re
in favour of it because the information that I’m
getting is that the Island fishermen that fish
lobsters were dead against the deal, but yet the
government are still trying to claim that they were
for it.

Colin Younker (Auditor General): We don’t have
any documentation on that. 

Honourable Robert Ghiz (L): Oh so there’s no
way to prove that the fishers were in favour of it.
The government doesn’t have . . . 

Colin Younker (Auditor General): We didn’t see
any documentation. No.

Honourable Robert Ghiz (L): They didn’t show
you anything that said, you know, letter of support
from the fishermen at a port something like that
saying we’re  all for Polar Foods?

Colin Younker (Auditor General): We didn’t see
any documentation.

Honourable Robert Ghiz (L): Okay.

Ron MacKinley (L)Chair:    Wayne.

Wayne Collins (PC): Do you have any idea in the
course of your  study of Polar Foods at all, Auditor
General, what happened to the lobster prices over
that period?  Is there any way to figure out overall
whether or not island fishers benefitted from the
creation of Polar at the wharf and the purchase of
their product?

Colin Younker (Auditor General):  I think the
stats department and the provincial treasury would
have some stats on that, what the prices were.

Wayne Collins (PC):   Can we get that?

Colin Younker (Auditor General): I think we can
get that.  We can get that, yes.

Ron MacKinley (L) (Chair): So what you’re
saying here on page ten is that there is about 7
million pounds of lobster went through Polar
bought on PEI, right?

Colin Younker (Auditor General): Bought on the
Island, yes.

Ron MacKinley (L) (Chair): Yes.

Colin Younker (Auditor General): They bought
lobster off Island too.

Ron MacKinley (L) (Chair): Yes, and there is
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about 21 million produced.

Colin Younker (Auditor General): Right.

Ron MacKinley (L) (Chair): So at 7 million
pounds at $5.00 a pound, that would be $35
million, $6.00 a pound would be $42 million. But
yet they put out costs of goods, they put out saying
2003, $88 million. 

Colin Younker (Auditor General): They also
bought lobster from Maine, New Brunswick and
Nova Scotia.

Ron MacKinley (L) (Chair): Yes.

Colin Younker (Auditor General): And the range
of purchases there ranged from 2.8 million  in 1998
to 8.4 million in the year 2000.   

Unidentified Member: Pounds or dollars?

Colin Younker (Auditor General): This is
pounds. 

Ron MacKinley (L) (Chair): So if you take 8
million and multiply  it by five that’s $40 million, six
would be $48 million. So they bought this lobster
from Nova Scotia and imported it here to the
province and processed it.

Colin Younker (Auditor General): Right.

Jim Bagnall (PC): So you ‘re saying it jumped
from 2.8 million to 8 point some million their
purchases of off- Island lobster?

Colin Younker (Auditor General): Pounds.

Jim Bagnall (PC): Pounds. 

Colin Younker (Provincial Auditor):   Off-Island
lobster. 

Dr. David McKenna (PC): Has that happened
before?  Was there much purchased out side the
province before?

Colin Younker (Auditor General): I’m not sure.

Ron MacKinley (L) (Chair): They only purchase
some (indistinct)

Dr. David McKenna (PC): But that’s a fairly big
increase.

Ron MacKinley (L)Chair:    I wouldn’t know. 

Jim Bagnall (PC):  Substantial.

Richard Brown (L):   Mr. Chairman?

Ron MacKinley (L)Chair:    Yes.

Richard Brown (L): Just on the financial
statements there where you talk about the
purchases. I noticed an alarming trend here. They
start of in year one, 86 per cent cost of goods sold
is the purchase, year two is 83, 2000 is 81, and
then it jump to 87 per cent cost of goods sold and
then 2002 the costs of goods sold was 93 per cent.
Like it really got out of whack in 2002.

Colin Younker (Auditor General): There’s two
things about the cost of goods sold, is the 2002
and the 2003 numbers, they include plant
expenses. So they changed what they had in the
cost of goods sold in their financial statements. So
you would have to compare from 1998 to 2001 and
then you compare 2002 and 2003.

Richard Brown (L): So they changed their
accounting methods. At what year did they start
changing their accounting?

Colin Younker (Auditor General):  2002. The
plant expenses used to be included down below as
expenses, then they moved them up into cost of
goods sold.  It doesn’t affect the bottom line but it
does effect the margin calculation.

Richard Brown (L): Can we get those adjusted
back or . . .

Colin Younker (Auditor General): I don’t know if
we can get those numbers or not. 

Richard Brown (L): Is that normal in the industry?

Colin Younker (Auditor General): Well I think
they ended up getting switched in 2002 because
the rest of the industry was recording their plant
expenses that way with their cost of goods sold.

Honourable Robert Ghiz (L): I guess we’re
talking about exhibit 3.3 here of your chart. I notice
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down at the bottom it says Source:   Audited
Financial Statements (Adverse opinion in 2003
Auditors Report). Can you explain to me what that
adverse opinion in 2003 Auditor’s Report means?

Colin Younker (Auditor General): The Auditor’s
Report for the 2003 year end was issued on March
5th, 2004. At that time the company was under
receivership. So he couldn’t give an audit opinion
on it. And the reason why it’s a adverse report is
that,  and what the report says is, they couldn’t
estimate the realize the value of the assets for the
company. So you couldn’t say if they were
represented fairly or not. 

Honourable Robert Ghiz (L): And this was in
2004.

Colin Younker (Auditor General): This was for
the 2003 year. The Audit Report was dated March
2004.

Honourable Robert Ghiz (L): Okay.

Colin Younker (Auditor General): So that’s why
there was an adverse opinion at that time. You
simply couldn’t give an audited report. 

Ron MacKinley (L) (Chair): But if you look at that
report sales must go to the year 2002, sales were
$158 million. Costs of goods 147 which gives them
a gross margin of $10,726,000, but their expenses
were $14 million, but they were down $10 million
from the year before, but it is still lost money. 

Colin Younker (Auditor General): No, it’s a
change now, Mr. Chair. The $24 million in the
pervious year, 2001 that includes plant expenses.

Ron MacKinley (L) (Chair): Right.

Colin Younker (Auditor General): They are not
included in the $14 million in the year 2002. They
are included in the $147 million under costs of
goods sold. It is just a different way that they
reported their numbers.

Ron MacKinley (L) (Chair): That’s what that is.

Colin Younker (Auditor General): So you can’t
really compare those two numbers. 

Jim Bagnall (PC): Section 4.

Colin Younker (Auditor General): Section 4.  In
accordance with section 14(d) of the Audit Act we
conducted a review of the financial support
provided by government to Polar Foods
International Inc. including the steps taken by
government to protect the interests of taxpayers.
We reviewed the due diligence carried out by BDI
at critical decision points, the monitoring of
compliance with terms and conditions of the
financing agreements, and the appropriateness of
the accounting treatment for the financial support
provided both through BDI and the Province. We
also reviewed the agreement of sales of assets to
Ocean Choice PEI Inc. and the estimated loss on
the project.

Honourable Robert Ghiz (L): Here, and I’m sure
you get into this later on, but including steps taken
by government to protect the interest of taxpayers.
And if you do get into this later on we can just
move on, but . ..

Colin Younker (Auditor General): That’s in
Section 6. (Indistinct)

Honourable Robert Ghiz (L): Okay and the next
one, we reviewed the due diligence carried out by
BDI at critical decision points. That couldn’t have
taken you very long.

Colin Younker (Auditor General): That would be
in Section 6 as well.

Honourable Robert Ghiz (L): But that couldn’t
have taken you very long?

Colin Younker (Auditor General): There’s quite
a bit of material in Section 6.

Honourable Robert Ghiz (L): No, because you
said there wasn’t too much due diligence.

Colin Younker (Auditor General): In addition, we
verified the bank debt outstanding at the date of
receivership and carried out specific auditing
procedures on accounts receivable and inventory
transactions which occurred between the date of
the financial statements, December 27, 2003 and
the date of receivership.

Honourable Robert Ghiz (L): Now this is the
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section I find quite interesting and you mentioned
the story here or the phrase here - inventory
transactions. Would you please explain what you
looked at in this respect?

Colin Younker (Auditor General): What we
looked at initially were the working capital, bank
reports that the company issued to the bank. And
we noticed that the working capital loan was
staying the same, the inventory accounts
receivables were going down. So we wanted to
have a further look at that.

So what we looked at was the . . .  we looked at
some sales of inventory between December 27,
2003 and February 27, 2004 and traced those
through the sales records. We looked at the
standard costing on the inventory. We also looked
at the accounts receivable. Accounts receivable
reconciliations and transactions during that period
of time. We outlined most of that in Section 10 or
we talked about that in Section 10 of the report.

Honourable Robert Ghiz (L): I’ve got a question
here and this is from an email from Mary Dalton
and she works in Minister Currie’s office and it
says Ray Hicken asked me to pass this along the
follow information. See opportunity to revisit Island
Product Holdings assistance due to accessibility of
lobster in Nova Scotia. Interest to buy 10 million of
raw lobster tail, anxious for government to view as
soon as possible, respond to them as follows,
need an written request.  They said they would be
delivered later today.  Will assign Kim Jay to
review rational (Indistinct) out of province.  Kim
has the familiarity.  Will review on a timely basis.
Will share request when received.  Advice
welcomed.

I’m just wondering,  and it’s from 2001,  and it says
there is an opportunity to revisit Island Products
Holdings.  Can you just tell us what Island Product
Holdings is?

Colin Younker (Auditor General): When we did
the Crown Corporations,  when we were doing the
2004 report there, we were going to bring back
some more information back on Island Product
Holdings, we haven’t got that back yet. I don’t have
a lot of detail on it. But I’ll get it. 

Honourable Robert Ghiz (L): Can you tell me if
Island Product Holdings assisted in the purchase
of this $10 million of lobster or I guess it’s lobster

tails from, raw lobster tails from Nova Scotia?

Colin Younker (Auditor General): In 2001?

Honourable Robert Ghiz (L): Yes.

Colin Younker (Auditor General): We’ll  have to
get back to you on that.

Honourable Robert Ghiz (L): And maybe you
should check in, because if Island Product
Holdings is an arm of the government of Prince
Edward Island,  I think it’s . . . I don’t know what it
is. I’ve asked somebody to explain it to me and
somebody said its like a secret Crown corporation
or something like and if they were involved in
helping buy product and move product for Polar I
guess that would probably be included under some
financial assistance and things such as that
matter.  So I’d like you ,  if you could check in and
see exactly what Island Product did and whether
or not they went ahead with the $10 million
purchases. You don’t know if Island Product
Holdings did purchase any product?

Colin Younker (Auditor General): No.

Honourable Robert Ghiz (L): Or buy any product
from Polar.

Colin Younker (Auditor General): We’ll have to
check.

Honourable Robert Ghiz (L): Okay so that wasn’t
checked into. You’ll check into that.

Ron MacKinley (L) (Chair): Wayne.

Wayne Collins (PC): Mr. Younker, you’ve heard
of Island Product Holdings have you not?

Colin Younker (Auditor General): Yes, it’s a
subsidiary of BDI.

Wayne Collins (PC): Yes.

Colin Younker (Auditor General): And I
explained that.

Wayne Collins (PC): And if you wanted to look
into its books you could. It’s not a secret Crown
corporation of government?
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Colin Younker (Auditor General): We could look
into the books.

Wayne Collins (PC): Yes, it’s no big secret. But I
wondered,  Mr. Chairman,  would it be possible if
the member opposite were to give us copies of
that email, because I had a bit of difficulty following
all of that logic and I would certainly appreciate
receiving a copy of that.

Honourable Robert Ghiz (L): I will table this
Exhibit (b).

Wayne Collins (PC): Thank you.

Dr. David McKenna (PC): What date was that,
Mr. Chair?

Wayne Collins (PC): Well we will get a copy in a
second.

Honourable Robert Ghiz (L): This was
11/27/2001.  Perhaps we’ll  provide a copy to the
Auditor General as well. 

Wayne Collins (PC): What has that got to do with
27, ‘03?

Ron MacKinley (L) (Chair): You don’t have to
worry about - you got to worry about the Auditor
General. 

Honourable Robert Ghiz (L):  Inventory
transactions.

Ron MacKinley (L) (Chair): Yes. You got to worry
about Auditor General, don’t worry about the
(Indistinct) .

Wayne Collins (PC):   Two years previous.

Ron MacKinley (L)Chair:    You should be
worrying about the Auditor General and  asking
him some questions and the taxpayers that elected
you.

Mr. Brown if you want a question we’ll it to you.

Richard Brown (L): Thank you, Mr. Chair.  I also
want you to bring back Island Products Holdings
Limited and I want to  read a notice that has been
put in the paper, Island Products Holdings Inc., a
body corporated duly incorporated under the laws

of Prince Edward Island hereby gives notices
pursuant to the Companies Act of the Province of
Prince Edward Island R.S.P.E.I. 1998, that it
intends to make the application to the Director of
Consumer and Corporate Insurance Services to
surrender its charter.  And I want to know why after
Polar, the collapse of Polar that Island Products is
surrounding its charter.

Colin Younker (Provincial Auditor):   Want to
make sure it’s the same company first, first I think
Richard.

Richard Brown (L):   It says Island Products
Holdings Inc. and their financial statements,  which
we have a copy of and we checked it out.

Colin Younker (Auditor General): We’ll get back
to you.

Richard Brown (L): Okay. And also one other
point then is that it has to go to the paper to
dissolve itself. That’s law. I know you don’t respect
the law but at some point in time you have to do it.
 Thank you, Mr. Chair.

Ron MacKinley (L) (Chair): Let the hon. member
speak. Mr. MacAleer, go ahead.

Wes MacAleer (PC): Well, I want to explain that
Island Products Holdings Ltd. was,  it’s really more
to do with process than it is about what the
corporation stood for. It was a way in which
assistance could be given to industry and be done
so in a manner in which we kept track of the
transactions that were taking place. And the
security that the government obtained was the
product or the inventory that was being sold by the
company so money was advanced to purchase
inventory of various kinds and as that inventory
was sold, the government got that repaid. 

Ron MacKinley (L) (Chair): You did that with
Polar Foods, not Polar, Agri-West. 

Wes MacAleer (PC): Yes, we’d done that. 

Ron MacKinley (L) (Chair): You bought some of
Agri- but that’s not in discussion. 

Wes MacAleer (PC): Yeah, just an explanation of
what . . . 
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Ron MacKinley (L) (Chair):   Yeah. I know what
it is.

Wes MacAleer (PC): It’s not a secret.

Ron MacKinley (L) (Chair): It’s a company that
buys produce or whatever from businesses that
are overstocked at the present time.

Wayne Collins (PC):   It’s no big secret.

Richard Brown (L): Mr. Chairman, just one other
point.

Ron MacKinley (L) (Chair): Well, I don’t know
much about it but that’s what it does.

Richard Brown (L): The Auditor General’s report,
his last report,  states in it that Island Products
Holdings Inc. unlike other Crown corporations, the
subsidiaries are not approved through the
Legislature. It was a corporation not approved by
the Legislature.

Ron MacKinley (L) (Chair): I never seen any
financial statements or anything on it or exactly
what, other than when we were looking into Agri-
West one time and the name come up. Continue,
Mr. Auditor. Has anybody other . . . Mr. Younker .
. .  Collins, are you done? No more questions.

Wayne Collins (PC): I don’t have any further
questions at the moment.

Ron MacKinley (L) (Chair): Anybody else have
any further questions? Wes has some.

Wes MacAleer (PC): What was the year end
(unclear)?

Colin Younker (Auditor General): December
27th. 

Ron MacKinley (L) (Chair): Mr. Brown.

Richard Brown (L): Just two quick questions - 4.2
Accounts receivable inventory and inventory
transactions. Can you give us a value of the
accounts receivable and the inventory as of
December 27, 2003? Like you said you reconciled
it. You worked them out. I asked you this at the
last meeting. I’m just wondering. Have you got a
balance for me?

Colin Younker (Auditor General):  At December
27, 2003, the inventory was $26,604,000 and the
accounts receivable were $6,248,000.

Richard Brown (L): Six hundred, six million?

Colin Younker (Auditor General): 248,000.

Richard Brown (L): So about $33 million.

Colin Younker (Auditor General): $26,604,000.

Richard Brown (L): How much of the receivables
went to Ocean Choice?

Colin Younker (Auditor General): That would be
the February 27th.  Oh, the receivables? 

Richard Brown (L): Yeah.

Colin Younker (Auditor General): Okay. The
fishermen’s accounts receivables went to Ocean
Choice.

Richard Brown (L): And how much was that?

Colin Younker (Auditor General): I don’t have
that number with me but I have to get back to you
on it.

Richard Brown (L): Because I’m just trying to
reconcile the press release that was issued when
Polar was sold and so you have $6.2 million in
inventory at year end.

Colin Younker (Auditor General): Oh, it’s
accounts receivable at $6.2.

Richard Brown (L): Oh, sorry. Accounts
receivable - $6.2 and inventory at $26 million,
approximately $33 million and at that time we were
only going to . . . the estimated realization value at
that time at the closure of Polar was $21 million so
we were going to lose about 11, 12 million.

Colin Younker (Auditor General): That’s
December 27th . Now February 27th, the numbers
were 11,342,000 for accounts receivable. 

Richard Brown (L): They went up, okay.

Colin Younker (Auditor General): Thirteen
million for inventory. That accounts receivable
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number I gave you doesn’t include the fishermen’s
accounts receivable. I’ll have to get  back to you
on that number.

Richard Brown (L): So 11 and 13, that’s 24, 33.
So we have an income statement between
December, year end close and the foreclosure
date.

Colin Younker (Auditor General): There’s no
income statement prepared for that that I’m aware
of.

Richard Brown (L): So do you know where that
inventory went or we don’t know what sales
occurred between then. They could have been
draining the company at that time.

Colin Younker (Auditor General): We’ve
summarized some of the sales, some of our
procedures I spoke about in section 4.2.

Dr. McKenna (PC):  Just to get that straight, the
inventory at December 27th was 24 . . .

Colin Younker (Auditor General): Twenty-six
million, six hundred and forty.

Dr. McKenna (PC):  And then it went down to $13
million.

Wayne Collins (PC):   Eleven million.

Dr. McKenna (PC): 11 million.

Wayne Collins (PC):   Yeah, 11.342.

Dr. McKenna (PC): In the next two months.

Richard Brown (L): Good sales in the closure
months.  Must have kept them going.

Wayne Collins (PC):   13 million in inventory.

Dr. David McKenna (PC):    13 million in
inventory.

Wilbur MacDonald (PC): You said that accounts
receivable went up, did you?

Dr. David McKenna (PC):    Yeah. That’s the
other part. Accounts receivable went from 8 million
to 11.

Wilbur MacDonald (PC): That’s because of the
sales.

Dr. David McKenna (PC):    (Indistinct) 

Richard Brown (L): There was a little bit of cash
missing in  between there.

Dr. David McKenna (PC):    There might be
something fishy.

Richard Brown (L): There’s a little bit of working
capital missing.

Dr. David McKenna (PC):    I thought he was
(Indistinct) .

Colin Younker (Auditor General):  4.3

Wilbur MacDonald (PC): I guess before you go
any farther, did any of that go to government then
between December 27th and February? Some of
the, especially the 14 million, did it go down?

Colin Younker (Auditor General): The 14 million
was still outstanding.

Wilbur MacDonald (PC): It never moved that 14
even though there was a sale of a considerable
amount of inventory.

Ron MacKinley (L) (Chair):  Wayne.

Wayne Collins (PC): Mr. Chair, I don’t want to in
any way stifle debate and discussion and
questioning here but would it be possible to have
agreement of the committee to allow the Auditor
General to read maybe a little more than one
section or a page?

Ron MacKinley (L) (Chair): Whatever the
committee decides.

Wayne Collins (PC): I’m just wondering would
that be . . .

Honourable Robert Ghiz (L): I think it’s pointed
out here (Indistinct) 4.2, 4.3, 4.4, 4.5. They each
make specific points. 

Wayne Collins (PC):   Do you want to go by
points?
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Honourable Robert Ghiz (L):   They each make
a specific point. I’ll wait ‘til the end of the point . I
won’t interrupt him halfway through but I’ve got
questions based on points. 

Wayne Collins (PC): That’s a compromise
anyway. Let’s get him through a point.

Ron MacKinley (L) (Chair): Okay, alright,
whatever.  Whatever the committee wants.

Colin Younker (Auditor General): 4.3  - In order
to attain and understand the industry and the
environment in which the company operated, we
reviewed various industry studies, obtained
industry stats, reviewed applicable statutes, and
interviewed departmental personnel, senior
management from BDI, representatives of industry
associations as well as the shareholder who was
the chief executive officer and the company’s chief
financial officer. We reviewed documentation
supporting due diligence, approval, and monitoring
for each approved or renewed instrument of
financial support provided by government. We
reviewed reports provided by the receiver and
agreements signed with Ocean Choice PEI Inc.

Honourable Robert Ghiz (L):   Mr. Chair?

Ron MacKinley (L) (Chair): Go ahead.

Honourable Robert Ghiz (L): Thank you. I’ve got
a few questions here. I’m just wondering. Have
you brought back a list of people that you
interviewed?

Colin Younker (Auditor General): We’re
compiling that information now.

Honourable Robert Ghiz (L): Okay. You’re
compiling that information and you mentioned
reports received by the receiver. You haven’t
brought those back yet either.

Colin Younker (Auditor General): No. We were
waiting for the transcripts to put the information
together from the Tuesday meeting.

Honourable Robert Ghiz (L): Perfect.  Further to
that, Ernst & Young, I believe, was retained during
the 2002-2003 fiscal year. I believe they were paid
close to $154,000 in consulting fees for fish
processing,  and if anybody’s wondering about

that, I have an Exhibit C here if you’re looking for
a copy of it. 

Ron MacKinley (L) (Chair): Would you table that?

Honourable Robert Ghiz (L): Yeah. I can table
that. That’s Exhibit C. I’m not supposed to get up
so I’ll just wait a moment.

Ron MacKinley (L) (Chair): I’d like if anybody’s
talking about documents from their files, table
them so the committee can see them.

Honourable Robert Ghiz (L): Within that I’m just
wondering if you received the reports that the
government paid the $154,000 to from BDI.

Colin Younker (Auditor General): We have the
reports, yes.

Honourable Robert Ghiz (L): You have the
reports.

Colin Younker (Auditor General): I’m sorry, just
the one on Polar. Excuse me.

Honourable Robert Ghiz (L): They were
monitoring Polar and I’m just wondering did you
include the $154,000 paid to BDI or paid to Ernst
& Young from BDI to monitor Polar? Did you in fact
include that in the total of the $31 million? Page 58
I think.

Colin Younker (Auditor General): It was paid to
Ernst & Young. It wasn’t paid to Polar.

Honourable Robert Ghiz (L): No, no. It was paid
to Ernst & Young but it was to monitor Polar.

Colin Younker (Auditor General): We didn’t
include it because it wasn’t paid to Polar.

Honourable Robert Ghiz (L): No, no. We’re
talking money that went, accounted for Polar
Foods and this was money that the government
had to pay to monitor the Polar Foods file so
wouldn’t that be considered part of the loss?

Colin Younker (Auditor General): We considered
the amount paid to Ernst & Young to do a review
of Polar Foods. We didn’t include it in the total.

Honourable Robert Ghiz (L): Okay. So that’s
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$154,000 that the government had to pay to
monitor Polar Foods. 

Colin Younker (Auditor General): We
understand that there was more than just Polar
looked at in the fish processing industry.

Honourable Robert Ghiz (L): Well, well if  you
look at Exhibit C here,  and I have a letter here
dated April 23,2002, and I have this now exhibited
because I found this after, Mr. Chair, so this is
Exhibit C-1 that indicates a letter to Ken
MacDonald from BDI talking about how,  from Mr.
Kent Scales talking about how Ernst & Young
would now be reviewing these reports that BDI
would have to now pay for. So in my opinion, that
is a Polar expense. I’m wondering if that was
included on the total.

Colin Younker (Auditor General): What’s the
date, Robert, on that?

Honourable Robert Ghiz (L): The date on that
letter? Sorry about that. The date on this letter for
Exhibit C-1 is April 23, 2002. 

Jim Bagnall (PC): Could you find out at the same
time if that letter went out to all fish processing
plants across PEI?

Colin Younker (Auditor General): On page 33 as
part of the April, 2002, change in guarantees, one
of the conditions at the last of 6.28, that section,
you’re talking about a participation of formal
monitoring process to be carried out by the
consultant. I think that’s what you’re referring to in
the letter and over in 6-34, we further point out that
the consultant was not engaged in a formal
monitoring process. It was engaged to provide a
follow-up report to its  previous work.  So the
monitoring didn’t happen.

Honourable Robert Ghiz (L): But they were still
paid.

Colin Younker (Auditor General): No. They were
paid for the report, paid for the original report.

Honourable Robert Ghiz (L): But they were
asked to monitor and they didn’t.

Colin Younker (Auditor General): They didn’t
monitor, no. Monitoring wasn’t done.

Honourable Robert Ghiz (L): By Ernst & Young
that was paid money.

Colin Younker (Auditor General): No. 

Honourable Robert Ghiz (L): I’ll look in my
Exhibit C here and in Exhibit C . . .

Colin Younker (Auditor General): There was a
follow-up report to its previous work.

Honourable Robert Ghiz (L): Like there was
consulting fees paid to Ernst & Young over a
period,  like numerous times here,  so why would
they be paying the money all along here.

Colin Younker (Auditor General): Well, I’ll have
to match it Robert. If we  can match it and get back
to you but the monitoring part of the agreement
wasn’t done. There was a follow-up report done. 

Honourable Robert Ghiz (L): So they did a report
on something they didn’t do.

Colin Younker (Auditor General): No.

Honourable Robert Ghiz (L):   What were they
asked to do?

Colin Younker (Auditor General): Well, I’d have
to go back and check. We’d have to go back and
check in terms of reference to the reports and see
and we’ll match the invoices there or we’ll get the
information from BDI.

Honourable Robert Ghiz (L): Okay.  Because this
was an extra $154,000 paid out.

Colin Younker (Auditor General): But it wasn’t
paid . . . they didn’t do the monitoring but there
was some studies conducted so we’ll have to
match the request with the invoices I would say.

Honourable Robert Ghiz (L): Well, why would
Kent Scales then send a letter to Ken MacDonald
indicating that we’re now  going to follow this
because we fired Ernst & Young?

Colin Younker (Auditor General): Well, that was
one of the conditions of the guaranteed change in
April, 2002, that there was going to be monitoring
carried out by the consultants. We found that the
monitoring wasn’t done and I’ll just read what we
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say here and then we’ll have to get the backup
information on it if we could. 

The consultant was not engaged in a formal
monitoring process, was engaged to file a follow-
up report to its previous work. The follow-up report
indicated that except for recommendations in the
lobster industry generally, many of the
recommendations were in the process of being
addressed. So I’ll, we’ll just have to get you some
information.

Honourable Robert Ghiz (L): Yeah and find out
what that $154,000 was paid for. It looks like it was
paid for to monitor Polar Foods, which to me is
another expense paying an accounting firm, as the
honourable member pointed out, to come back
with appraisals for the $250,000. This is just more
money that Polar Foods was creating that the
government was spending.

Jim Bagnall (PC): Mr. Auditor, just one question
before you on that. Did you not say that that was
for the industry and not for Polar Foods?

Colin Younker (Auditor General): We believe it
was for the industry as well. We’ll double check
that. 

Jim Bagnall (PC): So if it was for the industry and
Polar Foods is included as being part of the
industry.

Colin Younker (Auditor General): We’ll get the
information back. I just don’t have it here with me.

4.4 -  We reviewed audited financial statements of
Polar Foods for each year from December, 1998,
to December, 2003, as well as the management
letters prepared by the company’s auditor. We did
not perform a financial audit on the books and
records of Polar Foods. Our examination was
performed . . .

Richard Brown (L): One question there.  When
you reviewed their balance, you reviewed their
balance sheets also and their income statement.

Colin Younker (Auditor General): Yes.

Richard Brown (L): So did you review like the
ratios and saying, you know, like how much cash
did they have on hand and . . .

Colin Younker (Auditor General):  We didn’t
review, no, didn’t review the ratios, no, just a
general overview of them and then summarized
the income and expense.  More interested in the
loss, the flow of losses and some of the structure,
just to confirm the structure of the preferred shares
and that type of thing.

Richard Brown (L): Did they ever get out of, did
the retained earnings ever go positive?

Colin Younker (Auditor General): The retained
earnings they lost in the first year of operations
and the only year that there was money was made
was 2000.

Richard Brown (L): So just, yeah, and then they
had losses on their income tax losses recorded
each and every year that they could carry forward.

Colin Younker (Auditor General): Yes, there’s
loss carried forward as well.

Richard Brown (L): So if they would have sold
Polar as an entity as a whole company instead of
just selling its assets, the company purchasing it
could have took advantage of those corporate
losses.

Colin Younker (Auditor General): That’s a
complicated question. I don’t know the answer.
You’d have to . . . there’s things like forgiveness of
debt. There’s loss and sale of assets. There’d be
reduction of the loss carried forward on
forgiveness of debt. Anybody buying the company
might also, they might be some unsecured
creditors. I mean there’s some other issues as to
what that would involve.

Richard Brown (L): I’m just trying to get to the
decision of saying, okay, are we going to sell the
assets or are we going to sell the company and
who made that decision? Because it might have
been more advantageous to sell the company than
just break it all up and sell its assets. Like if we
would have put the company up for sale and said,
you know, these are the corporate losses that are
sitting on the books,  these are the assets and the
liabilities that are sitting on the books, you know,
as a going concern I guess. Was there any
analysis done on that to say you should sell it as a
going concern or you should sell it as, break it up
and sell it in pieces?
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Colin Younker (Auditor General): The receiver
commented that the asset, realizing and to secure
the asset was the way to go in this case.

Ron MacKinley (L) (Chair): Wayne.

Wayne Collins (PC): The Auditor General
satisfied my point but I mean how many
companies were lined up to buy Polar Foods as an
ongoing concern?

Colin Younker (Auditor General): None.

Wayne Collins (PC): None, thank you.

Richard Brown (L):   We don’t know.  Never put
up for sale.

Colin Younker (Auditor General): At the end of
the day, no.

Richard Brown (L): No. It went into receivership.
It was never put up for sale on a whole basis. It
was split up and divided up before being even
looked at to be sold as a going concern, Mr.
Chairman, so that statement is absolutely wrong.

Colin Younker (Auditor General): Our
examination was performed in accordance with the
value for money auditing standards of the
Canadian Institute of  Chartered Accountants and
according, included such tests and other
procedures which we considered necessary in the
circumstances except for the following limitation in
the scope of our work. 

One condition of the $7 million investment in
preferred shares provided by P.E.I. Business
Development Inc. to the company was the
achievement of certain payroll targets. The
company is required to provide each year a
statement of gross payroll excluding extraordinary
bonuses, compensation to shareholders and their
families accompanied by an auditor’s opinion.
Although some gross payroll information was
provided by Polar Foods to BDI, it was not
calculated in accordance with the preferred share
agreement and was not audited. In addition, the
loan guarantees issued in 2002 and 2003 each
had a condition that the company must cease
payments of any type to the shareholders unless
specifically authorized by BDI. We requested
information from BDI to verify and calculate these
amounts. The receiver obtained information from

Canada Customs and Revenue Agency and
advised that under federal privacy regulations, we
could not have full access to payroll information
and, therefore, we could not determine the
information received was complete.

Formation of Polar Foods.

Ron MacKinley (L) (Chair): Mr. McKenna.

Dr. McKenna (PC): My question, Mr. Auditor, is
that was supposed to achieve certain payroll
targets. Do you know what targets they had in
mind at the time? Was there anything written down
on exactly what targets they had, were supposed
to meet?

Colin Younker (Auditor General): The payroll
targets were in the preferred share agreement and
they were for 1999 - $9 million; 2001 - $10 million;
2003 - $12 million; 2005 - $13 million.

Dr. McKenna (PC): And that’s excluding the
bonuses and family things.

Colin Younker (Auditor General): Yes.

Dr. McKenna (PC): Thank you.

Ron MacKinley (L) (Chair): Mr. Ghiz.

Honourable Robert Ghiz (L): Is it . . .  I find this
line quite amazing but I’m not in the business
world right now so maybe it’s normal practice but
the company was required to provide each year a
statement of gross payroll excluding ordinary
bonuses and compensations to shareholders and
their families. And their families - is that ordinary
practice that families would just receive bonuses
and compensation?

Colin Younker (Auditor General): Well, it’s
extraordinary bonuses and compensation to
shareholders and compensation to family
members.  So family members could have worked
at the plant or worked for the operations and
received compensation.

Honourable Robert Ghiz (L): And why would
family members just be excluded then?

Colin Younker (Auditor General): Well, it’s
excluding all . . . what they were trying to do with
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the payroll targets and with the calculation was
take the gross payroll and that would include
shareholders compensation and family members’
compensation,  so they were looking that the
targets would be outside those numbers. The
payroll targets would be for non-family members,
non-shareholders and before extraordinary
bonuses.

Honourable Robert Ghiz (L): So they could have
paid themselves whatever they wanted and the
government couldn’t find out.

Colin Younker (Auditor General): No. That
would be included in the calculation. Like the
calculation was to show the gross pay and that
was to show the amount paid to family members,
shareholders’ compensation, any extraordinary
bonuses. Then you’d have a number, a net
number which would match the payroll target. That
was to have an audited opinion on it to show those
amounts of money so they would be disclosing
what the pay was to the family members’
shareholders.

Honourable Robert Ghiz (L): So basically at this
time, government was hoping that by increasing
the payroll, they would be increasing the number
of people working there.

Colin Younker (Auditor General): The idea was
to create jobs, yes.

Honourable Robert Ghiz (L): And how many
people - and might go into this later on - how many
people were employed at Polar Foods during
those periods of time, do you know?

Colin Younker (Auditor General): I referenced it
on page 37 to 6.42.  We did have difficulty
determining the number of employees based on
the information we got. So the reference to some
information supplied - paragraph 6.42 - in
February, 2003, documentation provided to BDI by
Polar Foods indicated in 2003 there were 1,217
employees of Polar Foods at P.E.I. plant locations
of which 937 were Islanders.

Honourable Robert Ghiz (L): So 1200, let me just
get this down here. So this is 2003, you’re saying.

Colin Younker (Auditor General): Yes.

Honourable Robert Ghiz (L): 2003 - 1,217 and

900 and how many were Islanders?

Colin Younker (Auditor General):  937.  Now
that’s on the P.E.I. plant locations.

Honourable Robert Ghiz (L): Yeah.

Colin Younker (Auditor General): There would
be an additional 140 people working at Arisaig but
they would be off-Islanders for a total of 1,357.

Honourable Robert Ghiz (L): And that was the
max, do you think?

Colin Younker (Auditor General): That’s the
number we have that we can confirm.

Honourable Robert Ghiz (L): From 2003.

Colin Younker (Auditor General): Yeah.

Honourable Robert Ghiz (L): That’s the only
number you can confirm.

Ron MacKinley (L) (Chair): Mr. Brown.

Richard Brown (L): Mr. Chairman, just a quick
question. In your 2002 audit report, Auditor
General’s report to the legislature, there was a
section in there, 4.30, 4.31 - Seafood Processing
Firm.  We selected a grant, $2.8 million expensed
in the year ended March 31, 2002, by BDI for a
seafood processor. The grant was an actual write-
off of a portion of $7 million in preferred shares. I
take it from that this 3.30 section was Polar Foods.

Colin Younker (Auditor General): Yes.

Richard Brown (L): Okay, thank you. And one of
your recommendations at that time in 2002 report,
which is basically the year 2001-2002 or their 2001
year report, you indicated and you recommended
to BDI and to the Legislature, P.E.I. Business
Development Inc. should obtain audited payroll
information for 1999, 2000, and 2001 as required
by the letter of offer. So you told them to go get the
audited payroll records and then in the response
the next year, your 2003 report, which you say you
take the recommendations of the year before and
you follow up on them and you give us a report on
the recommendations. And in that section 12, you
said -  Update of Previous Recommendations -
BDI Business Development Inc. should obtain
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audited payroll information for 1999, 2000, and
2001 as required by the letter of offer.
Management’s response back to you -
Management advised that the recommendation
has been implemented.

So I’m . . .management told you they got the
audited payroll records so you’re saying that you
can’t find them down there now.

Colin Younker (Auditor General): No, no.

Richard Brown (L): So did management lie to
you?

Colin Younker (Auditor General): Well, the letter,
that’s the letter we got back that we were advised.

Richard Brown (L): Management advised that
this recommendation has been implemented.

Colin Younker (Auditor General): Yes.

Richard Brown (L): Management told you as
Auditor of the Province of Prince Edward Island -
we went and got the payroll records for 1999,
2000, and 2001. We have them. Now when you
did this audit and you went to BDI and said give
me the payroll records . . .

Colin Younker (Auditor General): Yeah. We
went back further than this audit so if you go to
page 6.8 on page 25.

Richard Brown (L): 25, yes.

Colin Younker (Auditor General): What we did in
this time, we reviewed all the submissions to
Executive Council pertained to Polar Foods and
we could find no evidence that a submission on
this issue was presented to Executive Council.

Richard Brown (L): But will you verify this for me
‘cause this is important . . .

Colin Younker (Auditor General): It is important.

Richard Brown (L): . . . to me.  You made a
recommendation. They came back to you and
said, look, we did what you told us to do. We went
and got those audited record.  And now we find out
that you can’t find them although BDI told you, you
got them and this was reported to the Legislature.

Don’t worry. Everything’s under control.

One final question, I guess, in the financial end.
We talked about their income statement and all
that. What computer system were they using for
their payroll? What computer system were they
using for their and are those records available?
Are those disks available or have they been
destroyed? Do we have access to them?

Colin Younker (Auditor General): There’s three
sources of payroll records. It’s CCRA. They’re a
payroll provider.

Richard Brown (L): Who is?

Colin Younker (Auditor General): ADP.  And
there’s also the payroll records themselves.

Richard Brown (L): Mm.

Colin Younker (Auditor General): When we
asked for the payroll information, CCR was seen
as the easiest source to get the them. The receiver
got them for us. We understand the payroll records
are still available. They’re stored in pallets in a
number of different locations.

Richard Brown (L): But when they went into
receivership, we didn’t seize the books. We didn’t
say: Give us all your books. They’re still sitting out
there. We don’t know where they are. They could
be floating in the river. I’m not suggesting that but
I’m just saying I don’t want to hear in two or three
months from now, you know, when the forensic
audit’s being done or we want to get deeper into
this that the records have been gone.

Colin Younker (Auditor General): The receiver
has possession of the records.

Richard Brown (L): Electronic records also.

Colin Younker (Auditor General): He would have
some, yeah, computer records as well.

Richard Brown (L): So we would should just be
able to access that payroll system and say okay,
here’s the detailed payroll and here’s the T-4s that
were printed on this.

Colin Younker (Auditor General): The payroll
was done by the provider. When they requested it,
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they got it from CCRA.

Richard Brown (L): So did you request the
provider of the payroll?

Colin Younker (Auditor General): We requested
the payroll information.

Richard Brown (L): From the provider.

Colin Younker (Auditor General): We requested
the payroll information through BDI back to the
receiver.

Richard Brown (L): Oh, I know. You told BDI go
get it and they told you we got it.

Colin Younker (Auditor General): Yes.

Richard Brown (L): So can you also on that
recommendation, can you bring back the sign-off
letter for these recommendations? I’d like to see
who signed off this letter saying we got the
information.

Colin Younker (Auditor General): We can bring
that back.

Richard Brown (L): Thank you, sir.

Ron MacKinley (L) (Chair): Go ahead.

Honourable Robert Ghiz (L): Where it says here:
In addition, the loan guarantees issued in 2002-
2003, each had a condition that the company must
cease payments of any type to shareholders
unless specifically authorized by BDI.

Now you - I’m not sure. Can you, are you saying
that you don’t know if there was any compensation
given to shareholders during that period of time?

Colin Younker (Auditor General): Which page
you on, sorry?

Honourable Robert Ghiz (L): I was still on 4.6
here. 

Colin Younker (Auditor General): We received
from the receivers the summary of the
shareholders T4's and T4A’s, which is on page 65,
Exhibit 11.1.

Honourable Robert Ghiz (L): So did they receive
- they did receive compensation?

Colin Younker (Auditor General): Yes this is
compensation here.

Honourable Robert Ghiz (L): So BDI gave out
permission for them to receive that money
because they would have to receive confirmation
I think here, it says payments of any type to the
shareholders unless specifically authorized by BDI.

Colin Younker (Auditor General): Yes.

Honourable Robert Ghiz (L): So BDI then
authorized the payments to those shareholders?

Colin Younker (Auditor General): Yes, there was
some verbal authorizations and -

Honourable Robert Ghiz (L): Yes, they were
losing money at the time. This is 2002 and 2003
when they were really bleeding badly. Who at BDI
was giving the authorization to continue the
payments, even though they were losing money?

Colin Younker (Auditor General): That would be
CEO, Kent Scales.

Honourable Robert Ghiz (L): So Kent Scales.
He’d be great to have before the committee then to
find out why he was still allowing this to go ahead,
and whether or not it was him giving the go ahead.
At the end of the day I go back to ministerial
responsibility and I don’t blame the bureaucrat, to
me a bureaucrat is there to serve the minister and
the minister has the responsibility for the actions of
the bureaucrats.

So basically what you are saying here is that the
company was still losing money and the loan
guarantee said that each had a condition that the
company must seize payments of any type to
shareholders unless BDI said it. 

So basically the government was there or Mike
Currie or Kent Scales or whoever. They were
basically the puppet master for these shareholders
at this time, deciding on whether or not they could
get paid?

Colin Younker (Auditor General): Yes, it was a
verbal agreement for the payment. 
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Honourable Robert Ghiz (L): So they were the
puppet masters for the shareholders. The
shareholders couldn’t get paid unless Mike Currie
or Pat Binns basically gave permission for the
shareholders to get paid.  Would that not be. . .?

Colin Younker (Auditor General): Permission
was given.

Honourable Robert Ghiz (L): Okay, thank you.

Colin Younker (Auditor General): 5.1 - In March
1998, six seafood processors approached
government requesting assistance to establish an
amalgamated company that was later called Polar
Foods International Inc. (Polar Foods). The group
developed a comprehensive business plan and put
together a request for financing to allow the
company to move forward.

Honourable Robert Ghiz (L): Now you say the
formation of Polar Foods. Do you mean that the
formation of Polar Foods started in March of 1998?

Colin Younker (Auditor General): That’s when
the company was officially incorporated.

Honourable Robert Ghiz (L): Okay but the
process started long before that.

Colin Younker (Auditor General): The process
started back in the fall of 1997.

Honourable Robert Ghiz (L): Can you give us a
little synopsis of what happened, how the whole
deal came about?

Colin Younker (Auditor General): Back between
that period of time?

Honourable Robert Ghiz (L): Like right from the
beginning. Like how did - did somebody - was Pat
Binns sitting in his office one day, saying let’s form
Polar Foods or did six processors happen to be
out at the same restaurant one night and decided
let’s get together.  Like how did things come
about?

Colin Younker (Auditor General): I’d have to get
some - I’ll see what background information I have.

Honourable Robert Ghiz (L): I’m going to table
something for you right now that will help and I’ll

call this Madam Clerk, Exhibit “D” and the clerk -

Ron MacKinley (L) (Chair): What’s in Exhibit “D”
that you are tabling?

Honourable Robert Ghiz (L): I’ll read Exhibit “D”
right now, Mr. Chair.

In Exhibit “D” it says in June 1997, processors
continue to advise government that the processing
industry is in trouble. Three Kings County packers
discussed the idea of a merger, amalgamation and
approached government for professional, financial
assistance, but one of the three backers is not
interested and the idea is dropped. So I take it
from - if we go back to June 1997 it can be - we
can come to the conclusion that I guess the whole
thing started with two Kings County fish plants that
wanted - needed financial help from government -
would be the beginning from this and then in
August to September 1997 it says, several
processors again meet with government advising
that some of their plants will not reopen for the
1998 season due to the financial difficulties and
uncertainties of profitability.

Government advises that it is looking to them for
an overall industry solution to industry problems
rather than plant-by-plant band-aid solution.

October 1997, government retains a local industry
experience consultant, Allan Baker, to review and
provide an assessment of the industry including
recommendations which is complete by mid-
November. 

The report recommends the establishment of a
market merger consortium. I don’t know if it
recommends that in there, but anyhow and that’s
1997 and you have outlined the Baker report. 

In October 24th, 1997 eight processors advised
government that it is looking at the option of
amalgamating into one single operating entity and
request financial assistance to retain professionals
ie, lawyers, accountants, appraisers, and merger
specialists.

I believe this would be the time when you indicated
that the $250,000 was loaned out. 

November 6th, 1997.

Government advises processors that it will set
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aside $200,000, to 250,000 of funding to cover
professional costs regarding amalgamation
including the preparation of a business plan, which
you said you would bring back to this committee.

February 1998,

Merger group represents government with
business plan and financial requests and April 14th,
1998 government approves $7 million shares
investment and 7 million loan guarantee on a five-
year capital loan from the Bank of Nova Scotia
which is to be used to finance the plants’ assets. 

So basically from this, I come to the conclusion
that Polar Foods started with two Kings County
processors back in 1997 approaching government
saying that they were in trouble and they wouldn’t
be able to reopen. Do you know which two plants
those were?

Colin Younker (Auditor General): No, we don’t
know which two they were.

Honourable Robert Ghiz (L): Can you find out
which two plants?

Colin Younker (Auditor General): We can find
out. I think we can find out.

Honourable Robert Ghiz (L): I think they might
be the two plants in the Premier’s riding but I’d like
confirmation on that.

Do you have all this information that is required?

Colin Younker (Auditor General): Yes.

Honourable Robert Ghiz (L): So if you could find
out which two plants that was that originally
needed help from the government to form Polar
Foods, it would be much appreciated.

Wayne Collins (PC):    (Indistinct)

Ron MacKinley (L) (Chair): The Premier wouldn’t
tell the truth on that. You know that, his memory
would just go foggy.

Honourable Robert Ghiz (L): That is why we
have the Auditor General. He’s independent.

Richard Brown (L):    He’s indepenent.

Ron MacKinley (L) (Chair):   That’s why we got
him.  You might (Indistinct) house and the Premier
every day, but we don’t.

Colin Younker (Auditor General): 5.2 - The
request for assistance was made through what is
now PEI Business Development Inc. (BDI), the
Province’s primary provider of development
assistance. We expected staff of BDI to conduct a
project evaluation which would include at least the
following:

- description of the type and extent of
assistance applied for;

- background of the project including the
ownership of the company;

- description of senior management
positions and the experience and
education of each incumbent;

- description of the marketing plans and
strategies for the new company;

- analysis of financial statements of the
merged companies and proforma financial
statements for the new company;

- industry status;
- social and economic development

implications;
- environmental effects;
- risk assessment; and 
- recommendation of the development

officer.

In reviewing the due diligence prior -

Honourable Robert Ghiz (L): I got a question on
this. Now the request for assistance was made
through BDI, the province’s primary provider of
development assistance.  We expected staff to
conduct a project evaluation which would include
at the least the following - so these are what you
believe should of been followed?

Colin Younker (Auditor General): Yes.

Honourable Robert Ghiz (L): That’s fair to say?
Can you just run us through how you came up with
this. Where you got these guidelines by like is this
in business 101 courses or is this common
practice through accounting firms or how exactly
you came up with these guidelines and why in fact
the government couldn’t come up with these
guidelines.

Colin Younker (Auditor General): This would be



31

our standard audit criteria, just developed in the
office.

Honourable Robert Ghiz (L): Developed in the
office.

Colin Younker (Auditor General): Yes. It has
been used in the past.

Honourable Robert Ghiz (L): So generally if
somebody is forming a company or looking at
merging a company or buying a company, these
are basic guidelines that any common sense
individual should want to follow.

Colin Younker (Auditor General): Yes, this is
what we’d be looking for. This is really what they
should of been looking for. 

Honourable Robert Ghiz (L): This is what they
should of been looking for, okay.

Richard Brown (L): Was the net worth statements
of the shareholders asked?   Like if you go the
bank and get a loan it’s usually okay, the net worth
of your company is on your financial statements,
you also should file personal net worth statements
at the bank because that’s normal procedure. Was
that requested?

Colin Younker (Auditor General): No.

In reviewing the due diligence prior to the approval
of assistance to Polar Foods we found that the
business plan resented by the proponents covered
many of the issues which would be required in any
project evaluation such as, description of
management experience and education, proposed
marketing plans and strategies, industry
background, social and economic effects.
However, we found that the project evaluation
carried out by government was lacking in several
critical respects.

Honourable Robert Ghiz (L): Mr. Auditor
General.

Colin Younker (Auditor General): Yes.

Honourable Robert Ghiz (L): Where was the
project evaluation conducted by government
lacking in several critical respects?

Colin Younker (Auditor General): We will go
through those now. Starting at 5.4.

Honourable Robert Ghiz (L): Okay. Who was
responsible for the project evaluation?

Ron MacKinley (L) (Chair):     Leo Walsh
probably.

Colin Younker (Auditor General):  Gary
MacKinnon.

Honourable Robert Ghiz (L): So another person
that I would of liked to have seen before the
committee.

Ron MacKinley (L) (Chair): But they don’t want
anybody that is going to put any collateral
(Indistinct) .

Honourable Robert Ghiz (L):  That the Tory
backbenchers turned down because they are more
interested in protecting the Premier Pat Binns than
they are with getting to the bottom of this project.

Ron MacKinley (L) (Chair): You can’t blame them
if you are sleeping with the (Indistinct) . They might
be all gone next election.

Honourable Robert Ghiz (L): Was the project
evaluation given to Cabinet, do you know?

Colin Younker (Auditor General): There was
submission made to Cabinet.

Honourable Robert Ghiz (L): So basically what
would happen I guess and this is just from - I’ve
mainly just worked on the government side within
the federal system, but the project would go to the
bureaucrats, the bureaucrats would have meetings
within the department, and it would go up to the
CEO, then it would go to the deputy minister and
then a proposal would be brought forward to
Cabinet emphasizing here’s what the positives are,
here’s what the negatives are, here’s what the
risks are, here’s what the business plan looked like
and at the end of the day, it would be Pat Binns
and his Cabinet that would decide whether or not
they would go ahead with this project.

Colin Younker (Auditor General): Yes.

Honourable Robert Ghiz (L): So we can
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conclude that basically the lack in several critical
respects was overlooked by Cabinet. They I guess
they didn’t care?

Colin Younker (Auditor General): They asked for
financial statements at one point but they were
never provided.

Honourable Robert Ghiz (L): They asked for
financial statements at one point.

Colin Younker (Auditor General): I’m not sure if
it was Cabinet or Treasury Board level. I can check
that.

Honourable Robert Ghiz (L): Okay and then
when they were told, no, what did they do then?

Colin Younker (Auditor General): There was no -
they continued on, they continued on.

Honourable Robert Ghiz (L): They continued on.
What about I guess if you saw some of these
documents, did they too - because you say that
they were looking for some security from the
shareholders. Was it the bureaucrats that didn’t
ask for security because they didn’t think they
could get it and did Cabinet question that decision
when it came to Cabinet or did they just overlook
it? Or did they know at that point?  Because as you
said and the member from Winsloe-West Royalty
so -

Colin Younker (Auditor General): Before we
start 5.4.

Honourable Robert Ghiz (L): - professionally
pointed out that the Premier and the Minister of
Development, the Minister of Fisheries and the
Provincial Treasurer were intricately involved in the
file as you pointed. So they were the ones that
when you say I believe you are lacking in several
critical respects, they were the ones that
overlooked that.

Colin Younker (Auditor General): They would of
asked as a final evaluation that’s where you would
ask it. (Indistinct) 

Honourable Robert Ghiz (L): Okay. 

Ron MacKinley (L) (Chair): You have one
question and after that one question that will be

the Auditor’s day. That will be it for the day. It’s
getting blustery out, we got some people here from
- doesn’t matter to me around town, but some of
the other people got trips to go. 

Secondly we will have to discuss what we do at
the next meeting. Mr. Auditor our Clerk will get a
hold of you. We have it booked for next Friday,
whether they want you or wanted some other
people. We will let you know. So Mr. Brown one
question.

Richard Brown (L): Thank you, Mr. Chairman.
Just one quick question, again in 2002 in your
Auditors Report to the Legislative and your
Auditors Report to Management. 

One of your things was independent prepared
financial statements required by the letter of offer
should be obtained and review by staff.

Again management got back to you and said to
address this recommendation a signed check off
list has become a part of a new check requisition
process. So can you bring back that process, that
check off list when they requested more money,
more loan guarantees, here’s the check off list. In
that check off list is the financial statements, I want
to see where they checked it off and said no, and
who signs. Thank you.

Colin Younker (Auditor General):    I’ll bring that
back.

Richard Brown (L):    Thank you, Sir.

Honourable Robert Ghiz (L): Just before the
Auditor leaves I just have one thing here for you.
Sorry Mr. Chair on this, but this was the Legislative
Audit Committee is meeting next week to I guess
help decide on the budget and what the process
will be. I put together a list of forensic auditors for
you. If you want to review it, I’ve got some here
from the Halifax area and also a lot from central
Canada, the Toronto area and the research I’ve
done I believe they might be cheaper coming out
of the Halifax area, but I’ll leave that for you to
review. 

Colin Younker (Auditor General): I’ve made one
contact with the Halifax (Indistinct).

Honourable Robert Ghiz (L): Maybe you can
contact the Speaker before we meet next week.
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I’m sure you will do this so that we can have an
idea what the budget will be and when the process
can begin.

Colin Younker (Auditor General): I’m out of
province, Monday to Thursday.

Honourable Robert Ghiz (L): Okay.

Ron MacKinley (L) (Chair): Your talking to
forensic auditors, Mr. Auditor. It’s going to cost a
fair bit of money to do a forensic audit. You are
talking a forensic audit, why won’t you as the
Auditor General just turn any suspicions you got
over to the RCMP Commercial Crime and let them
do the audit?

Colin Younker (Auditor General): The forensic
audit has to be done first.

Ron MacKinley (L) (Chair): Does it?

Colin Younker (Auditor General): Yes. That has
to be done first.

Ron MacKinley (L) (Chair): Does that the way the
act reads?

Colin Younker (Auditor General): Yes.

Ron MacKinley (L) (Chair): Okay so could you
take in the act so that we can get a look at the act.
I’m not that familiar with it.

Why the Auditor General couldn’t just take the file
and turn it over to Commercial Crime. . .  go
through a forensic audit, but he says it has to be
done first.

Colin Younker (Auditor General): It’s not in the
act. You have to have a package together in order
to give to the RCMP.

Ron MacKinley (L) (Chair): All right.

Colin Younker (Auditor General): We haven’t
gone that far in our work. So that’s why I need the
forensic audit.

Ron MacKinley (L) (Chair): Okay. Thanks a lot.

Wilbur MacDonald (PC): You said you haven’t
got a package ready. But when you have the

package ready there may not be anything to go to
the RCMP.

Colin Younker (Auditor General): Well that’s
what the forensic audit is going to do.

Ron MacKinley (L) (Chair): That’s what I was
telling you.

Wilbur MacDonald (PC): That’s what I just
wanted to be clarified.

Ron MacKinley (L) (Chair): Right now there is
enough suspicion there to get a forensic audit, is
that correct?

Colin Younker (Auditor General): We want to get
a forensic audit done to clear up the items.

Ron MacKinley (L) (Chair): Yes. There is the
possibility. That’s why it is very important that all
you people and you want to address the Auditor,
address the Chair.  

No the way the Rules of the House reads if
somebody pipes up and they are not recognized
by the Chair you are on your own and you could
be liable for your statements. That’s the way it is
same in the House, same as the Legislative
Assembly if you don’t recognize - just listen now -
this is for your own personal information and I’m
just telling you it is important to address the Chair
and in the House if somebody for instances, let’s
use an example that somebody is debating, the
Leader of the Opposition is debating with the
Minister of Justice and somebody in the House
calls out he’s a crook or he’s this or that on either
side, well then they can be liable especially if they
are talking about a civilian outside the rail. So in
order to be protected in the rail or in here, you
have to be recognized by the Chair for all
questions, not all but anything that gets dicey. You
should make sure you have the Chair recognize
you.

Jim Bagnall (PC):   Good chair, obviously you
read the Rules since the last meeting.

Ron MacKinley (L) (Chair): No, but this thing
could get dicey. And just because there’s a
forensic audit, just because there’s a police
investigation or even if it goes as far as somebody
is being charged, there’s still got to be - they are
not convicted until they are guilty before a court.
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There’s a long way to go see, and you got to watch
in these things what you say.

Wayne Collins (PC): Why did you then suggest to
the Auditor General just to take his findings and
put them on the desk of the RCMP?

Ron MacKinley (L) (Chair): Well I was wondering
if you could do that, that’s why.  But you don’t. I
was fishing with the Auditor to find out information
that’s what I was doing. It’s called fishing too find
out and he said -

Wayne Collins (PC): You came up empty.

Ron MacKinley (L) (Chair): No, I didn’t come up
empty. The Auditor said -

Jim Bagnall (PC): Okay. Mr. Chair we -

Ron MacKinley (L) (Chair): He had some
suspicions. He went that extra step.

Jim Bagnall (PC): When are we going to have our
next meeting? Let’s decide on that.

Ron MacKinley (L) (Chair): Next Friday.

Jim Bagnall (PC): And who do we want to have -

Honourable Robert Ghiz (L): I think we still have
the Auditor General. Because that’s what we
planned on having.  We sent out, I guess you sent
out a request to the four Cabinet ministers, or
three Cabinet ministers, and the Premier asking
when they are available and we can start meeting
them the week after as far as I’m concerned. I
want to get down to this as soon as possible.  

Wayne Collins (PC): Mr. Chair, I think this issue
is very much the top of the news. Everyone is quite
aware of it. I’m sure that the Premier or ministers
would clear their schedules to meet with this
committee. I don’t see any reason right now at this
juncture to forego the opportunity to hear from the
Premier and other ministers at the next meet on
the 28th. I wouldn’t want to be that blanket about it.
I’d like to know that if the Premier and other
ministers could make it on the 28th, I’d be
interested in hearing them if they can make it.

Ron MacKinley (L) (Chair): It’s up to committee.

Jim Bagnall (PC): Let’s bring the Premier in next
Friday afternoon if his schedule permits.

Ron MacKinley (L) (Chair): We can forget about
next Friday afternoon. Like well if I was the fifth
floor I’d tell you to get him out next Friday
afternoon and bring the three of them in.
Dr. David McKenna (PC):    You’d never be in the
fifth floor.

Ron MacKinley (L) (Chair): Well I might not be
the fifth floor but I know what your orders were. It
was to bring them in because the polling session
will be starting. So then you’ll get Saturday’s
paper, and Monday, and they’ll put all their kind of
lies out and will put their own spin on it and nobody
- that would be a good idea, don’t you think,  to
bring in the Premier, Mr. Leader.

Honourable Robert Ghiz (L): Yes, I’ve got
another question. Now that it is official that Wes
MacAleer is going to be a witness.

Ron MacKinley (L) (Chair): Yes.

Honourable Robert Ghiz (L): Should he be sitting
on the committee, since he is now a witness? Can
we ask the Chair to check into that?

Ron MacKinley (L) (Chair): There’s nothing we
can do about anybody as a witness. No the Rules
are.

Richard Brown (L): Oh boy, this is good.

Ron MacKinley (L) (Chair): Well the rules of the
House are.

Richard Brown (L): You wouldn’t see this in
Arkansas.

Jim Bagnall (PC): You’re not even on the
committee. You’re not supposed to be here
discussing this part.

Ron MacKinley (L) (Chair): The Rules of the
committee (Indistinct) . Can we have order.  Can I
have order?

Jim Bagnall (PC): He’s out of order here because
he knows we are discussing the committee’s
agenda. He’s not part of the committee.
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Ron MacKinley (L) (Chair): Number one we can’t
make him move, period. Because the committee
has no authority except to adjourn. Number two is
Mr. MacAleer is not a Cabinet Minister. If you’re -
the only way you can’t sit in this committee is if you
are a Cabinet Minister. Richard Brown is a
member of the Legislative Assembly, he has a
right to come in here and ask questions. The only
way Mr. MacAleer would not sit here is if the
Premier decided so to remove him. The only
reason I would not be here is if our leader decided,
because -

Jim Bagnall (PC): I’ll be you.

Ron MacKinley (L) (Chair): That’s just the way it
is. Am I correct?  Now lets go to the Clerk. Is that
right?

Marian Johnston (Committee Clerk):     Mr.
MacAleer has every right to be here, while he’s
appearing as a witness, of course, he can be
substituted in with another member.

Honourable Robert Ghiz (L): I just find that- can
the Chair answer this. Has it ever happened that
members of the committee, Legislative came
before have been also witnesses on the same
committee?

Ron MacKinley (L) (Chair): There was a
possibility at one time that Robert Morrissey during
the fish files wanted to appear as a witness but the
Conservatives in power didn’t want him because it
would of embarrassed the Conservatives. But he
did volunteer as a Member of the Legislative
Assembly, as a former Cabinet Minister to come
and explain out the - but he was never called.

Wayne Collins (PC): Was he sitting on Public
Accounts at the time?

Ron MacKinley (L) (Chair): No. 

Jim Bagnall (PC): No, he wasn’t.

Ron MacKinley (L) (Chair):     No, but he offered
to come, no, I think he was involved with Public
Accounts.

Richard Brown (L): He couldn’t be, he was
minister all the time.

Ron MacKinley (L) (Chair): No. This was when
he was-

Honourable Robert Ghiz (L): When he was in
Opposition.

Ron MacKinley (L) (Chair): He was Chairman of
Public Accounts. So he offered to step down and
be a witness because there was allegations being
made here by the Conservatives and the
committees. Said we were foolish.

Honourable Robert Ghiz (L): So what’s
happening next Friday?

Jim Bagnall (PC): Premier is coming in.

Honourable Robert Ghiz (L): You already know
he’s -

Jim Bagnall (PC): Well that’s what the committee
said, wasn’t it.

Richard Brown (L): Is he in town? Come on boys.

Honourable Robert Ghiz (L): I think right now - I’ll
come in on Monday or I’d like to check my
schedule the following Monday but I think right
now we’ve already asked the Auditor General to
come in next Friday, so are we bumping the
Auditor General?

Jim Bagnall (PC): We can have both here. Who
says we can’t have both here? I mean we can
bring the Premier in for an hour and debate it and
have the Auditor General for an hour.

Ron MacKinley (L) (Chair): So what you are
telling me -

Dr. David McKenna (PC):  He’s away next Friday

Jim Bagnall (PC): Who?

Dr. David McKenna (PC): Premier. I could be
wrong.

Honourable Robert Ghiz (L): We will get the
Clerk to check on that.

Ron MacKinley (L) (Chair): So what you are
telling me, you would like to have the Premier next
Friday along with the Auditor General.
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Jim Bagnall (PC): If he’s available. Yes.

Ron MacKinley (L) (Chair): Now is that the
consensus of the meeting is.

Jim Bagnall (PC): Yes it is.

Ron MacKinley (L) (Chair): And if the Premier is
not available then we will have the Auditor
General, period. Is that correct.

Jim Bagnall (PC): Yes. 

Ron MacKinley (L) (Chair): Agreed. Meeting
adjourned.

Jim Bagnall (PC): Thank you.

Dr. David McKenna (PC): Three thirty next week
is it?
 

 

                                                                              
                                                                              
                                                                              

                                                                              
                                                         
 

 




