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STANDING COMMITTEE ON PUBLIC ACCOUNTS
Tuesday, February 17, 2004

10:00 a.m.

Tape No. 1

Guests: Colin Younker, Auditor General
Allan Moore, Audit Director  
Jane MacAdam, Audit Director 

Ron MacKinley (L) (Chair): Sorry, I’m late but I
got tied up.  So let’s call it to order and the agenda
is to continue with the Auditor’s Report.  Is that
okay?  So we can start where we left off.  

Honourable Robert Ghiz (L):    Number 2,
approval of agenda (Indistinct). . .

Ron MacKinley (L) (Chair):   Have you, alright? 
Honourable Robert Ghiz (L):    Okay, so can we
put it on the agenda (Indistinct). . .
Do you approve of being on the agenda then?

Ron MacKinley (L) (Chair):   Other business.
Alright.

Honourable Robert Ghiz (L):    No, but it has to
be put on this agenda.  

Ron MacKinley (L) (Chair):   It would come under
number 5, other business.

Honourable Robert Ghiz (L):    Okay.

Ron MacKinley (L) (Chair):   And at that time. . .

Honourable Robert Ghiz (L):    I’ll be able to
introduce it.

Ron MacKinley (L) (Chair):   . . . you’ll be able to
introduce it.  Election of vice-chair, I thought that.
. . 

Marian Johnston (Committee Clerk):   We have
to elect a vice-chair, that’s the way we left it. . .  

Ron MacKinley (L) (Chair):   Alright.

Wayne Collins (PC):   I’d certainly like to move
the nomination of the representative from
Montague-Kilmuir as our vice-chair. 

Ron MacKinley (L) (Chair):   Have we got a

seconder?

Wilbur MacDonald (PC):   I second it.

Ron MacKinley (L) (Chair):   All in favour?

Honourable Members:   Aye.

Ron MacKinley (L) (Chair):   Motion Carried.
Congratulations.  So now, we’ll go onto Mr.
Younker.  When you left off with this, some of
us–there’s some new members elected here–two
of them.  Probably what we’ll do though is just
continue where the committee–is that okay–where
we left off?  At a later date or at the end, if you
want to go back over some of the previous
questions, we can.  Is that okay with the
committee?  

Unidentified Member: (Indistinct)

Marian Johnston (Committee Clerk):   This is
what we did last time.

Ron MacKinley (L) (Chair):   Yeah, page 15 - 3.5.

Cletus Dunn (PC):    I was wondering if the
auditor could sort of bring us up to speed on the
first part of the section and why we’re involved with
credit unions and sort of sets the groundwork for
where we’ll continue on.  Is that fair?

Ron MacKinley (L) (Chair):   Yes, that’s alright,
whatever you want to do.  Alright.

Colin Younker (Auditor General):    The reason
why we looked at the governance structure of the
Credit Union Deposit Insurance Corporation was
we were asked by Executive Council under an
order dated November 13, 2001.  They asked us
to review the regulatory framework for the credit
unions of Prince Edward Island with particular
emphasis on the governance structure of the
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Credit Union Deposit Insurance Corporation, and
then report our findings and recommendations to
the Attorney General who shall convey them back
to Executive Council.  Our report was forwarded to
the Attorney General as requested.  

After this request, our report was forwarded–a little
history, CUDIC was formed in 1992.  In the late
1980's, the credit unions had been seeking to put
themselves on the same footing as banks as far as
insurance went.  So amendments were made to
the Credit Unions Act in 1992, and that included
the establishment of CUDIC which guarantees the
repayment of insurable deposits in the credit
unions on levels established in the act.  Further,
the act states that government should ensure that
the obligations of CUDIC are carried out.   That
was the background on the report.  

The other thing is the–the other factor was the
credit unions had grown in size.  Their insurable
deposits in 1992, were about 108 million and had
increased to 370 million in 2001.  

Jim Bagnall (PC):   They’re all guaranteed now?

Colin Younker (Auditor General):    Guarantees
are up to $60,000 on members’ deposits,  and the
RRSP’s are guaranteed in full.   

Dr. David McKenna (PC):   That’s the 60,000 in
one credit union, could you have another in four or
five credit unions?

Colin Younker (Auditor General):    Sixty
thousand per member of the credit union.  So if
you were a member of one credit union and you
deposited 60,000 there, that would be insured.
And if you were a member of another credit union,
it would be insured as well.

Jim Bagnall (PC):   How does that compare with
the banks?  

Colin Younker (Auditor General):    The same as
the banks.  The only difference is the RRSP’s are
guaranteed in full and the RIF’s. Registered
Retirement Income Funds.  

Richard Brown (L):    Whereas at the banks,
they’re not.  The Canadian Deposit Insurance
(Indistinct) not the credit unions.  So how much is
on the hook there?  Do we know how much is out
on RRSP’s under the credit unions?

Colin Younker (Auditor General):    The insured
deposits as of September 2001 were 370 million.

Richard Brown (L):    And that includes RRSP’s?

Colin Younker (Auditor General):    That would
be all the insured deposits.  

Richard Brown (L):    So that’s a guarantee, the
Credit Union Deposit Insurance Corporation.

Colin Younker (Auditor General):    The Credit
Union Deposit Insurance Corporation, it’s a Crown
corp.

Richard Brown (L):    It’s a Crown corp which is
really a guarantee of the province then.

Colin Younker (Auditor General):    The province
is obligated under the act to insure guarantees are
carried out.

Richard Brown (L):    Thank you.

Colin Younker (Auditor General):    So under the
current regulatory framework, there’s four parties
within the credit union system.  There’s the credit
unions themselves of which there’s ten; the Credit
Union Central, the Registrar, and the Credit Union
Deposit Insurance Corporation. 

The act defines the requirements for incorporation
and operation of the credit unions.  The Credit
Union Central provides the financial and banking
services for member credit unions, acts as a trade
association in providing services to the credit
unions, approves the by-laws for credit unions, and
has a role in credit approval.  It is also charged
with the administration of the act in PEI.  
The Registrar of credit unions is appointed by the
Lieutenant Governor in Council and he has certain
responsibilities under the act as well.  And then the
fourth party established is the Credit Union Deposit
Insurance Corporation.  Its objects are outlined in
the act and relate primarily to the monitoring of
credit unions and the administration of the deposit
insurance fund.  Each of the ten credit unions pays
an annual assessment based on insurable
deposits which is used by the corporation to
augment the Deposit Insurance Fund in the
running of its operations.  

We had started to discuss some of the principle
findings when we were here last time.  And our
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first recommendation was that the Credit Union Act
should be revised to require board members to
hold office for a specified term.  This is the board
members of CUDIC.  Under the current
requirements of the legislation, there’s no set term
appointment for board members.  The exception of
one member resigning in 2001 Board of Directors
consists of the same members originally appointed
in 1992.  

The other boards established by the act, the
boards of the credit unions and the Credit Union
Central have by-laws which set the appointment
term at three years with the opportunity for re-
appointment.  Thus we made the recommendation
that the act be revised to require the CUDIC board
members to hold office for a specified term.  

We looked at the eligibility of board members and
our recommendation from that was that the
eligibility requirements for the appointment of
members to the Board of Directors of the Credit
Union Deposit Insurance Corporation should be
established and should be specifically exclude
employees of credit unions, Credit Union Central
and CUDIC.  

The reason for that recommendation, there was an
individual nominated by Credit Union Central to the
board CUDIC who was an employee of one of the
credit unions.  The credit unions themselves have
by-laws which specifically exclude employees
within the system from being members of the
board.  

At the current time, there are three board members
which are nominated by Central and two board
members nominated by the minister and there’s
one vacancy.  

Wes MacAleer (PC):    Do you know who those
two are who are nominated by the minister?

Ron MacKinley (L) (Chair):   I guess Mr.
MacAleer, I guess what’s got to take place is you
should wave at me when you want to, or chairman,
no, it’s not that, it’s in order for this system to work.

Wes MacAleer (PC):    Okay.

Ron MacKinley (L) (Chair):   Like Robert was
talking there earlier and his mike wasn’t on.  So I
got to–the chairman–it doesn’t matter who the

chairman is, has got to recognize the person in
order to turn the system on, so go ahead.  

Wes MacAleer (PC):    Who were the two
appointees by the minister?  

Colin Younker (Auditor General):    The two
appointees are Bill Harper and Edison Shea.  

Ron MacKinley (L) (Chair):   Mr. MacDonald?

Wilbur MacDonald (PC):    Could I ask you, Colin,
just to speak up a little.  I think the people in the
back are reaching to hear you too.

Ron MacKinley (L) (Chair):   I can’t hear him.  

Wilbur MacDonald (PC):    I’m having a little
trouble.  This thing doesn’t give sound, does it?  

Sound Technician: It only gives sound at your
station.  

Colin Younker (Auditor General):    The
additional recommendation we made was that the
guidelines and the desirable qualifications and
attributes of perspective board members should be
developed and considered in the nomination
process.  That’s just looking at the qualifications of
board members and the boards should be aware
of that.  

In our next recommendation, the board should
establish a process for periodic review of the role
and function of the board in fulfilling its
responsibilities under the Credit Unions Act.  That
they should be reviewing their role on an ongoing
basis.

Jim Bagnall (PC):   Are they not now?  

Colin Younker (Auditor General):    There’s no
set.

Jim Bagnall (PC):   Chair?

Ron MacKinley (L) (Chair):   Yes, Mr. Bagnall.
It’s just that the light–why does the chairman have
to recognize the. . . 

Marian Johnston (Committee Clerk):   To turn
on the microphones.
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Ron MacKinley (L) (Chair):   The chairman turns
it on from here?

Marian Johnston (Committee Clerk):   No.  

Ron MacKinley (L) (Chair):   He does?

Marian Johnston (Committee Clerk):   He turns
it on once you say the member’s name.  
Ron MacKinley (L) (Chair):   Oh, alright.

Jim Bagnall (PC):   Thank you.  Don’t forget that
when you’re in other committees, Mr. Chair.

Ron MacKinley (L) (Chair):   I know (Laughter)
You guys say everything you want, you see, it’s
not going on.  Alright, Mr. Bagnall.

Colin Younker (Auditor General):    The current
board was appointed in 1992, and has remained
unchanged since that time.  The board
members–there was a discussion with the board
members, they had some uncertainty around the
specific authority of the board and their
responsibilities.  We were advised that since its
inception, the board has not conducted a review of
its role in the context of the changing environment
and expectations of government.  So we feel that
it should be doing that.  

Part of that would happen if you have a periodic
turnover of your board, new board members would
come on and then they would be looking at what
their role is and there would be an education
process at that time.  

Jim Bagnall (PC):   So you would have to have all
(Indistinct)

Ron MacKinley (L) (Chair):   Mr. Bagnall’s mike
is not on–there.

Jim Bagnall (PC):   So you would have to have a
revising board, a revolving board at all times,
because you couldn’t replace all the board or you
would be–how would, you know, do you have any
recommendations on that?

Colin Younker (Auditor General):    Some
boards, other boards under the act have a three-
year term with a reappointment at that time.  With
your three-year term, you could  reappoint certain
board members and put new board members on,

that’s to put that type of process in place.

Jim Bagnall (PC):   But I guess, you would still
have to have a revolving board though, would you
not?  

Colin Younker (Auditor General):    You wouldn’t
have to let them all go at the end of the time.  You
could reappoint certain members and then have
new members come on at that time.  The
opportunity for reappointment is there for the other
bodies under the act, for the Credit Union Central
and for the credit unions.

Jim Bagnall (PC):   I guess my thing here is that
all the board members who came on in 1992, and
with your recommendation is that they should be
changed.

Colin Younker (Auditor General):    Not
necessarily at the same time.  

Jim Bagnall (PC):   Okay, so there would have to
be a formula worked out that they be changed over
a period of three or four years, is that what you’re
saying?

Colin Younker (Auditor General):    Yes.

Jim Bagnall (PC):   Okay, because I would, I
guess my thing was that if you changed them all at
one time, that would be a disaster.

Colin Younker (Auditor General):    Our next
recommendation was the Board of the Credit
Union Deposit Insurance Corporation should
document approved policies in a policy manual
and update the manual as required.  We had
reached that point in August, I guess when we
were last here.  

Now on page 24, we outlined the objectives of the
CUDIC, I’ll call it CUDIC which is the Credit Union
Deposit Insurance Corporation as specified in the
act, and there’s a number of things that they
should be doing that are specified in the act.  In
order for them to carry out their objectives, they
should receive sufficient,  appropriate and timely
information on the financial conditions of the credit
unions.  So we were looking for the information to
be objective and demonstrate a high degree of
reliability.

The information that’s provided to CUDIC on a
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regular basis is an annual inspection report for
each credit union; an annual financial statement of
each credit union; and a summary financial
statistics comparing each credit union and the
overall system to established benchmarks.  

Cletus Dunn (PC):    Mr. Chair?

Hon. Robert Ghiz(L): I thought we had a vice-
chair.

Ron MacKinley (L) (Chair):    I was just thinking
that the new vice-chair should be sitting up here
and then we could run it together, remember?
Just for another occasion.  Who wanted to go on?
 Mr. Dunn?

Cletus Dunn (PC):    I guess my question here is
all the information is available now except for the
benchmarks, or are the benchmarks established
as well?  

Colin Younker (Auditor General):    CUDIC has
some by-laws with benchmarks which involve an
equity percentage and the credit union by-laws
have a CUDIC benchmark established.  

Wilbur MacDonald (PC):    Mr. Chair?

Ron MacKinley (L) (Chair):   Mr. MacDonald?

Wilbur MacDonald (PC):    Could you–just before
you get any farther there on 3.37 e) where so
appointed by the minister to supervise and
administer the business and affairs of a credit
union.   What does that mean now?

Colin Younker (Auditor General):   If there’s a
credit union that experiences difficulty, then
CUDIC under the act has the right to go in and
supervise and administrate the affairs of the credit
union.

Wilbur MacDonald (PC):    Then why would the
minister be so involved with it?

Colin Younker (Auditor General):    The minister
is in charge of CUDIC so he would be the one that
would have the final authority.  

Wilbur MacDonald (PC):    We’re talking here
now about a fairly big operation.  Why is the
minister so involved in the–does the federal

minister have authority over banks and stuff where
you can become involved like that?  

Unidentified Member:   It’s a last resort.

Wilbur MacDonald (PC):    It’s a last resort?

Colin Younker (Auditor General):    It’s a last
resort.  There would have to be some major
problem before that would happen.

Wilbur MacDonald (PC):    I see, and when the
minister becomes involved, what would he–he
would ask the Credit Union Deposit Insurance
Corporation to–he would just simply ask them to
make a move on certain things.

Colin Younker (Auditor General):    Yes.

Wilbur MacDonald (PC):    He wouldn’t himself
make any moves, would he?

Colin Younker (Auditor General):    It would
have to be through the Credit Union Deposit.  They
are the ones that are in charge of or responsibility
under the act is the Deposit Insurance Corporation
itself.  He would be asking them to go in.  

Wilbur MacDonald (PC):    I guess when I’m
on–when you’re doing the audit of the credit union,
were you pleased with the structure and the
amount of money that’s involved in the credit
union?  I think they’ve done a tremendous job
since I guess, way back but they’re now one of the
major financial companies on PEI, are they not?

Colin Younker (Auditor General):    Yeah, their
growth has been tremendous.  We referred back to
that in, back on page 17, where their deposits
have grown substantially.  So they’ve had major
growth.

Wilbur MacDonald (PC):    Yes.  

Colin Younker (Auditor General):    And we
didn’t look at the specific operations of each credit
union.  That wasn’t part of our job was to go in and
review the credit unions themselves.  

Wilbur MacDonald (PC):    I guess that’s the
reason I was asking why the minister’s involved
when the credit union has such a tremendous
growth, why that they–through the Credit Union
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Deposit Insurance Corporation–more or less look
after their own.  Is that not the whole idea of credit
unions?  

Colin Younker (Auditor General):    Yeah, but
also the credit unions came to the government in
1992, and asked government to insure their
deposits.  

Wilbur MacDonald (PC):    Oh, the government
has insured. . .

Colin Younker (Auditor General):    Yes, through
CUDIC.

Wilbur MacDonald (PC):    That’s the federal
government?

Colin Younker (Auditor General):    No, that’s
the provincial government.

Wilbur MacDonald (PC):    Has insured their–to
how much?

Colin Younker (Auditor General):    The
insurable deposits in 2001 were $370 million were
the insurable deposits at that time.  

Wilbur MacDonald (PC):    That’s insured by the
provincial government?

Colin Younker (Auditor General):    Yes.

Wilbur MacDonald (PC):    I see, $370 million.

Colin Younker (Auditor General):    $370 million.

Wilbur MacDonald (PC):    And what does that
insurance cover?

Colin Younker (Auditor General):    It covers up
to $60,000 per each member’s deposit plus the
RRSP’s and RIF’s.

Wilbur MacDonald (PC):    How come that’s not
the same as a bank which is insured by–when the
banks do that, is that a banking role just like the
Credit Union Deposit Insurance Corporation?  

Colin Younker (Auditor General):    The banks
have–there’s the Federal Canadian Deposit
Insurance Corporation which. . .

Wilbur MacDonald (PC):    And does credit
unions not come under that?

Colin Younker (Auditor General):    No, it doesn’t
come under that, no.

Wilbur MacDonald (PC):    It doesn’t come under
that.

Colin Younker (Auditor General):    That’s the
banks themselves.

Wilbur MacDonald (PC):    So that’s the reason
the provincial government became involved?
Okay.  

Dr. David McKenna (PC):    Mr. Chair?

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

Dr. David McKenna (PC):    Is this something
that’s just new, like does Nova Scotia and New
Brunswick do the same type of thing?

Colin Younker (Auditor General):    No, different
provinces have Deposit Insurance Corporations.

Dr. David McKenna (PC):    They do.  Okay.

Colin Younker (Auditor General):    On Page 25,
we talk about the Inspection Function.  The
primary information provided to CUDIC is the
detailed inspection reports.  The inspector visits
each credit union annually and conducts a review
focused on the loan portfolio for the credit unions.
There’s also file reviews conducted on specific
loans with particular attention to larger loans and
loans in arrears.  He provides an analysis and
statistical results including comparisons to
established targets, all of which are key to
appropriate monitoring.

Under the Credit Unions Act, Credit Union Central
is required to carry out an examination of each
credit union and provide a copy of the inspection
report to CUDIC.  In the other Atlantic Provinces,
the deposit insurer or the superintendent/registrar
of credit unions is responsible for conducting an
inspection.  On PEI, it’s Credit Union Central. 

On Prince Edward Island, the inspector is an
employee of Credit Union Central and he also has
a role in credit approval.  The credit union
managers have an authorization limit where they
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authorize loans up to an established maximum
amount.  Loans exceeding this amount are
forwarded to Credit Union Central where the
inspector authorizes loans up to a certain level.  

Jim Bagnall (PC):   I notice that the inspector has
approval of loans and yet he’s the gentleman that
goes in and does the inspections after?

Colin Younker (Auditor General):    Yes, and we
have a recommendation on that on the next page.

Jim Bagnall (PC):   Okay.  I’ll wait for that.

Colin Younker (Auditor General):    When they
set up the CUDIC originally in 1992, the intention
was for government to, through CUDIC, to employ
its own inspector.  Central at that time proposed to
provide the inspection services to CUDIC on a
contract basis.  At the present time, CUDIC pays
an annual fee to Central for these inspection
services.

So at the current time, CUDIC is charged with the
responsibility to monitor the financial condition of
credit unions.  They have to satisfy that they
receive an objective report.  The board for CUDIC
relies on reports of the inspector and the inspector
is employed by Credit Union Central, reports
through Central, and is involved in the credit
approval process.  

So our  recommendation is, is that the Credit
unions Act should be amended to provide an
inspection function that is controlled by the Credit
Union Deposit Insurance Corporation. 

Jim Bagnall (PC):   I have a question on that.

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

Jim Bagnall (PC):   So you made that
recommendation.  Have you heard anything, any
feedback from it?  Has the credit union–do the
credit union agree with what you’re recommending
or are they opposed to making that change?

Colin Younker (Auditor General):    We’ve got
some feedback on that recommendation.

Jim Bagnall (PC):   And?

Colin Younker (Auditor General):    They’re still
under discussion.  At the current time, the Central

Credit Unions would prefer to leave the inspection
process with Central, that’s the most recent.

Jim Bagnall (PC):   So it would still be under the
same part where an employee is approving loans
and then he’s doing the inspection to make sure
that they’re done right?

Colin Younker (Auditor General):    In part, yes.
We’d like to–that’s why we’re asking for the
separation of duties.  That’s why we made the
recommendation.

Jim Bagnall (PC):   Okay, does your
recommendation have to be followed?

Colin Younker (Auditor General):    It can be
supported by this committee and then it would
be–that would be reported to the Legislature.  But
it doesn’t have to be followed.

Jim Bagnall (PC):   Doesn’t hold any teeth to
make them do it?

Honourable Robert Ghiz (L):    You sit on the
Legislative Review Committee (Indistinct)

Jim Bagnall (PC):   We’re not talking about the
Legislative Review, we’re talking about Public
Accounts.  So its only recommendation to them to
make this change?

Colin Younker (Auditor General):    Yes.

Jim Bagnall (PC):   Okay, but it just seems like
the inspector’s inspecting himself.  It doesn’t hold
much teeth as far as, you know, how it’s being
done.   That would be my concern.  

Colin Younker (Auditor General):    And that’s
why we made the recommendation.  

Ron MacKinley (L) (Chair):   Under these
recommendations, they’re only recommendations,
the same as the Development Agency, say the
Minister Mike Currie.  You’ve made
recommendations there.  You’d like them to follow
through but they don’t have to follow through, is
that not correct?  

Colin Younker (Auditor General):    Yes, we
make recommendations.  This committee can
endorse the recommendations in your report and
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it goes from there.

Ron MacKinley (L) (Chair):   And then it goes to
the Legislative Assembly and it’s adopted.  But it’s
still–I mean we wouldn’t be back here year after
year if the departments were following the
recommendations that we make.  So Mr.
MacAleer?

Wes MacAleer (PC):    Mr. Chairman, I want to
echo the concern, I think, that’s been expressed by
my colleague from Montague-Kilmuir but there’s
another aspect of this.  There’s not only a
separation of powers here in terms of inspection
but it’s also, I think it’s important for the credit
unions to ensure that there is an image of public
trust and a positive image of public trust, and I
think it would be in the interest of the credit unions
to ensure that there is a separation of control over
inspections because here it is–it’s almost like a fox
looking after the chicken house here.  It’s
important, I think, that there be an independence
of inspectors with respect to this function.  So I
would echo that this is one area that should be
looked at carefully.

I guess my question to the auditor is, is this
embodied in legislation or is it by regulation?  How
would this particular amendment be expressed-
through what. . .?

Colin Younker (Auditor General):    Through
legislation.

Wes MacAleer (PC):    Through legislation?  In
the act itself?  

Colin Younker (Auditor General):    In the act.

Wes MacAleer (PC):    It’s not a process type of .
. .

Hon. Robert Ghiz(L):      It’s not in regulations, no.

Colin Younker (Auditor General):    The
inspection function is discussed in the act.  

Richard Brown (L):    But they’re not following it.

Colin Younker (Auditor General):   They’re
following the act.  We’re saying the act should be
amended.  

Ron MacKinley (L) (Chair):   You’re saying the
act should be changed.  

Colin Younker (Auditor General):    Yes.

Richard Brown (L):    Or they could do it
themselves.  

Hon. Robert Ghiz(L): Or as a Private Members
Bill.

Jim Bagnall (PC):   Finance, by the Provincial
Treasurer.  

Colin Younker(Auditor General):      This  part,
this part, the Attorney General?

Hon. Robert Ghiz(L): If you were allowed.  You’d
better check with Peter McQuaid.

Jim Bagnall(PC): The Attorney General or
Provincial Treasurer.

Colin Younker(Auditor General):   The Attorney
General.

Dr. David McKenna (PC):    Mr. Chair?

Ron MacKinley (L) (Chair):   Yes, Mr. McKenna?

Dr. David McKenna(PC):    My question is each
credit union authorizes loans to an established
maximum amount.  What is that established
maximum amount?  Would it vary from credit union
to credit union?  Or does it vary with the type of
account you’re dealing with?  Do you know the
answer to that one?  It’s the 3.42.  

Colin Younker (Auditor General):    The
inspector’s range is from 100 to 500 so the
manager’s would be up to those limits.  

Ron MacKinley (L) (Chair):   Mr. Bagnall?

Jim Bagnall (PC):   I always thought there was a
figure of three per cent in there of their–the
maximum loan could be only three per cent of the
highest they could come in any loan.

Colin Younker (Auditor General):    I’m not sure
what you’re referring to.

Ron MacKinley (L) (Chair):   I have a question for
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you, Colin.  If–the province licensed the credit
unions, correct?  They’re licensed under the
province.  That’s a provincial act.  Is that correct?

Colin Younker (Auditor General):    Yes, they’re
under the Credit Unions Act.

Ron MacKinley (L) (Chair):   But that comes
through the House.  

Colin Younker (Auditor General):    Yes.

Ron MacKinley (L) (Chair):   So anything you
want to tighten up–if this committee recommends
it and moves then on to the Legislative Assembly
and if the Legislative Assembly adopts the report,
then cabinet should follow through with the proper
legislation in the Legislative Assembly.  That’s how
it works.  

Hon. Robert Ghiz(L):  Thank you, Mr. Chairman,
for that information.  Great to have you.

Tape No. 2

Ron MacKinley(L)Chair:   We were just sort of
getting bogged down on that. 

Hon. Robert Ghiz(L): I know.  They don’t know
how it works and they all sit on Executive Council.

Wilbur MacDonald(PC): I have another question.

Ron MacKinley(L)Chair:    Yes, Mr. MacDonald?

Wilbur MacDonald(PC): Being new on the
committee, do we go back through this book, go
through every recommendation before we report to
the House?

Ron MacKinley(L)Chair:    Well, you can do
whatever you want to do.  You’ve chaired enough
of these meetings that we go into round table
among ourselves and whatever you want to bring
up it’s moved and seconded on the committee and
then the committee carries it to the Legislative
Assembly.

Wilbur MacDonald(PC): Any recommendations
should be noted in our books that we’re looking at.

Ron MacKinley(L)Chair:    That’s how these
standing committees work.  Would you continue

Mr. Younker?

Colin Younker(Auditor General):   Back on page
26 talking about Board Meetings - the inspection
reports are reviewed in detail by the Board of
CUDIC and comparisons made for benchmarks.
The Board meets approximately four to five times
per year.  We noted, however, there  were
extended delays between board meetings between
Spring and Fall.  Just as an example, in 1999 the
Board met May 31st, 1999 and then not again until
February 1, 2000.  In 2001 the Board met in June
and not again until November 19, 2001.  We feel
that the Board should be meeting on a more
regular basis to review the information.

Inspection reports are prepared throughout the
year as they are completed.  They accumulate and
are grouped and presented at a Board meeting.
When Board meetings are irregular the information
presented is no longer timely.  So we feel that
Boards should be meeting on a more regular
basis.

Ron MacKinley(L)Chair:    Mr. Collins?

Wayne Collins:   A question, Mr. Younker, is it
mandated any where in the Credit Unions Act that
they should have four or five meetings?  Is it
specified and that those meetings should not be
longer than three month intervals between them or
anything like that?  

Colin Younker(Auditor General):   Not to our
knowledge.  It’s not specified, to our knowledge.

Ron MacKinley(L)Chair:    See, basically what
you’re saying, Mr. Younker, for the new  members,
the Board of Directors of Credit Union Deposit
Insurance Corporation should meet regularly to
review monitoring information on the credit unions.
 In other words, if we decide, Mr. Collins, that this
committee decides to put that in their report and
say it must be done well then that will carry some
weight through to the House.

Colin Younker(Auditor General):   The next area
covers authority for enforcement.  It’s important for
CUDIC to have clearly established authority to
take enforcement action.  In the interest of all
credit unions to be confident each credit union is
held to the same standards.  Where a credit union
has not achieved these standards there should be
a sense of rigor in moving that credit union
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towards compliance.

It is clear from the Credit Unions Act that CUDIC
has the authority to take action when a credit union
is in financial difficulty.  And it’s under subsection
78(3) of the act states that a credit union which
does not maintain liquid assets as required in the
by-laws may be placed under supervision or
administration by the Corporation.  Further under
Section 174 CUDIC is given the authority to cancel
deposit insurance for credit unions if certain
visions are not met.   And under another section if
CUDIC receives the report from the inspector that
the affairs of a credit union are not in satisfactory
condition they can take possession of the property,
conduct its business and take steps toward the
removal of the causes.

The Credit Unions Act authorizes CUDIC to make
bylaws prescribing standards of sound business
and financial practice.  There’s two by-laws been
approved by CUDIC which prescribe standards
and state that CUDIC may impose conditions on a
credit union.

From our  interviews with the board members of
CUDIC they expressed concerns regarding
appropriate action be taken by CUDIC prior to
placing a credit union under supervision.
Members of the Board felt it would be useful to
establish a graduated approach  to address
varying levels of risk.

So our recommendation is that the Board of
CUDIC should develop a board policy which sets
out actions to be taken for certain categories of
risk associated with deteriorating financial
condition of a credit union.  For example, in Nova
Scotia, they do have a step system in Nova Scotia
where they have an early warning system,
performance improvement plan and they have
supervision.  They’re  looking for guidance on
some steps to take that if they see that a credit
union is experiencing some difficulties.

The next section deals with the External Financial
Audits.  The Credit Unions Act requires each credit
union to appoint an auditor.  It states the financial
statements published by the credit union are not to
be distributed without the signature of the directors
and the report of the auditor.  Section 93 of the act
defines a person qualified to be an auditor as an
inspector or a public accountant.

The current report of the inspector, who is
employed by Credit Union Central, indicates the
inspector is responsible to express an opinion on
the financial statements based on a review of the
financial information provided by each credit union.
This does not constitute an external financial
statement audit, which is a generally accepted
standard for financial accountability among private
sector, public sector, as well as non profit
organizations.  We found that the credit unions in
all other provinces are subject to an external
financial audit.

  Until May 27, 2001, the act required financial
statements of credit unions to be prepared in
accordance with accounting principles and
practices approved by CUDIC .  Subsequent to an
amendment effective March 27, 2001, the act
requires that, except as otherwise permitted by
CUDIC , the statements of credit unions shall be
prepared in accordance with (GAAP)generally
accepted accounting principles.  And that’s the
term used to describe the basis on which financial
statements are normally prepared.  The
encompass specific rules embodied in the
Canadian Institute of Chartered Accountants
handbook as well as practices, procedures and
conventions.

Jim Bagnall(PC): Just a question . . .

Ron MacKinley(L)Chair:    Mr. Bagnall?

Jim Bagnall(PC): . . . before you go along there.
In your review here it says that they could done by
an inspector or accountant.  Who has been doing
the audit for the credit union?  Has it been the
inspector inside or have they been doing outside
audits?

Colin Younker(Auditor General):   The inspector
has been doing the review.

Jim Bagnall(PC): There’s been no external audits
whatsoever.

Colin Younker(Auditor General):   No.  We are
aware that there may be one this year at one of
the credit unions, in the current year.  But up to
this point in time they have been done by the
inspector.

Ron MacKinley(L)Chair:    You call it public
accountant  there, it should be done by a public
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accountant.  Do you mean a CGA or a CA?

Colin Younker(Auditor General):   We
recommend under the–public accounting now on
PEI is to be done, the Public Accounting and
Auditing Act requires that it should be done by a
CA.

Ron MacKinley(L)Chair:    But other provinces,
they use CGAs don’t they?  Is that not correct?

Colin Younker(Auditor General):   That’s correct,
yes.

Ron MacKinley(L)Chair:    So why would it, so a
CGA could do this too here.  Like, I’m saying in
other, like you’re using an example here, the
inspector is not the same as we’re using in other
provinces.  They’re using either a CGA or a CA.
So if you eliminate the inspector then that just
leaves the Chartered Accountant where it should
be CGA to keep it uniform right across Canada.

Colin Younker(Auditor General):   Our Act would
have to be changed.  Public Accounting and
Auditing Act would have to be changed.

Ron MacKinley(L)Chair:    But it looks like there’s
going to have to be . . . oh, the Auditing Act would
have to be changed here.

Colin Younker(Auditor General):   Yes.

Ron MacKinley(L)Chair:    You couldn’t put a
recommendation in under the Credit Union Act.

Colin Younker(Auditor General):   At the current
time it’s chartered accountants under the Auditing
Act.

Ron MacKinley(L)Chair:    Pardon?

Colin Younker(Auditor General):   At the current
time it’s chartered accountants under the Auditing
Act.

Ron MacKinley(L)Chair:    Yes.  But they’re not
using the Auditing Act now.

Colin Younker(Auditor General):   No.

Ron MacKinley(L)Chair:    They’re using
inspectors.

Colin Younker(Auditor General):   They’ve got
inspectors.

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

Ron MacKinley(L)Chair:    Yes, Mr. MacDonald?

Wilbur MacDonald(PC): Couldn’t we make a
recommendation that it be either a CA or a CGA,
in the Credit Union Act?  We’ve had this
controversy going for quite some time between the
CGA and the CA and do not the CGA do auditing
in this province at the present time?  Of some
form, I’ve seen . . .

Ron MacKinley(L)Chair:    They do audits but you
need, if you’re applying for a federal program you
need an audit like done under, a public audit done,
you got to have a CA, a lot of, some of the
programs.  Where in other provinces the Act
changed where a CA and a CGA can all do the
same thing.

Wilbur MacDonald(PC): But just to ask the
question again, can it not be a recommendation
that a CA or a CGA be part of an audit for the
Credit Unions?

Dr. David McKenna(PC): Not without changing
the other act.

Wilbur MacDonald(PC): Why would we have to
change the other act if it’s in the Credit Union Act.
Because I’m looking at cost here.  I think a CGA is
not as expensive as a CA, am I right?  Am I getting
into a little . . .

Richard Brown(L):   Oh, you guys . . .

Colin Younker(Auditor General):   It’s another
issue.

Wilbur MacDonald(PC): It’s another issue, I know
it’s another issue but . . . 

Colin Younker(Auditor General):   That’s another
issue.

Wilbur MacDonald(PC): Can you answer my
question though?

Colin Younker(Auditor General):   I guess right
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now the Act says an inspector or public
accountant.  The Act could be changed to define
what you mean by a public accountant.

Ron MacKinley(L)Chair:   Yes, that’s what I said
earlier.

Wilbur MacDonald(PC): The Credit Union Act
could be changed.

Ron MacKinley(L)Chair:    Yes.

Colin Younker(Auditor General):   I don’t
whether that would supercede the Public
Accounting and Auditing Act.  You’d have to check
that out.

Ron MacKinley(L)Chair:    No, but what you
could do is you could put in–the Credit Union right
now has inspector or an auditor, inspector or
chartered accountant.  So all we’d have to do is
change it to a CGA or a CA period.  It’d have to be
done by either one.  Mr. Brown?  Then you
wouldn’t bring in under the Audit Act.  You’d just
leave that out and that would qualify the CGA or
the CA.  Anyway that’s up to the Legislative
Assembly’s legal department.  Mr. Brown?

Richard Brown(L):   I agree with the Auditor
General that, you know, either we’re going to have
one public accounting act or auditing act.  If we
start getting into different acts overriding the Public
Accounting Act then we’re going to have all
different types of accountants and all different
kinds of acts.  So either go with one standard or
we drop with that standard and just go for a free
for all.  I agree with the Auditor that if we’re going
to change it we have to change the Public
Accounting and Auditing Act first to put CGAs
under that and then allow the Credit Unions to hire
one or the other.

Ron MacKinley(L)Chair:    Well, that will come up
at a later date on the committee.  The committee
doesn’t make the decision now.

Richard Brown(L):   Thank you, Mr. Chair.

Ron MacKinley(L)Chair:    But it’s, you know,
that’s your opinion.  It will be looked into.

Dr. David McKenna(PC): Mr. Chair?

Ron MacKinley(L)Chair:    Yes, Mr. McKenna?

Dr. David McKenna(PC): I have a question.  You
say right now the Board is not asking for an
external audits, the people on the board have
never done that in the past?

Colin Younker(Auditor General):   Not that I’m
aware of, no.

Dr. David McKenna(PC): Not that you’re aware
of.  Even with the amount of money that’s
increasing every year in deposits there.

Colin Younker(Auditor General):   No.

Dr. David McKenna(PC): It’s quite surprising to
me that that hasn’t happened.

Colin Younker(Auditor General):   At the last
audit reports we looked, or the last reports we
looked at would be the September, 2001, and they
were all done by the inspector of the credit unions.

Richard Brown(L):   Is he a CA?

Colin Younker(Auditor General):   No.  Not that
I’m aware of.

Richard Brown(L):   A CGA?

Dr. David McKenna(PC): The inspector in the
bank.

Colin Younker(Auditor General):   I’m not sure if
he’s CGA either.

Richard Brown(L):    (Indistinct) Grade twelve?

Wilbur MacDonald(PC): I have a question, Mr.
Chairman.

Ron MacKinley(L)Chair:    Mr. MacDonald?

Wilbur MacDonald(PC): It’s been quite a
considerable amount of time since  any credit
union in the province has gone under or anything
like that.  Is that not true? In your review of the
credit unions, did you notice that?

Colin Younker(Auditor General):   We didn’t
review the credit union’s financial situation but, no,
but these things are, still this is good current
accounting practice to have the audit done.  We’re
the only province that doesn’t have it done by
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external audit. 

Wilbur MacDonald(PC): Well, I agree with the
audit but I believe that we shouldn’t be putting
pressure to the credit unions to, you know, they’ve
done so well in the last number of years, no
question it’s because of good management, good
board of directors, perhaps a good structure with
the credit union deposit insurance.  So I’m just a
little hesitant to agree with you that we have to put
into the act unless we can have a better look at
that and  see–I know that all audits cost money
and sometimes a fair bit of money.  So I just think
we should look at that and maybe that’s
something, Mr. Chairman, we can do as we make
up the final report.

Ron MacKinley(L)Chair:    Mr. MacAleer?

Wes MacAleer(PC):    Mr. Chairman, I think that
it’s highly important that there be audits done and
the reason why audits are done is not because the
credit unions have been unsuccessful but because
they have been successful and because now they
are big business on Prince Edward Island.  They’re
important to a lot of Islanders, you know, and it’s
important to the economy.  And the assurance that
we’re providing here, that these credit unions are
operated in a responsible fashion is no reflection at
all on the individuals who are operating them
because I think it’s because of their commitment
and success that  these credit unions,  in fact,  are
in the condition they’re in.   But what you have to
insure is that these institutions graduate from
being institutions which started out as being their
brother’s keeper to a point now where these
institutions operate almost independently of
themselves.  There’s  system’s in place that,  no
matter who’s there,  have to continue.

My one concern here,  and I don’t know whether
it’s covered,  but financial institutions in North
America have battled with this issue and I don’t
know whether it’s even important on Prince
Edward Island but the one issue that I have is that
the auditor in this case, the public auditor, has to
be an agency which is independent and by that I
mean that accounting firms have been noted to
provide consulting and professional fees or
professional services to institutions and I would
assume that the auditor in this case, the public
auditor would be a firm whose members have not
participated with the credit unions in providing
consulting and professional services.  How can we

be assured that that takes place?  Is that under the
public Accounting and Auditing Act or is that just
something that we write into the Credit Union Act?

Colin Younker(Auditor General):   There is some
new standards being developed by the CICA with
regard to independence and what an auditor can
do and what a firm can do in relation to its client
and those are effective, I think January of this
year, 2004, which deal with some of those
independent issues in dealing with audit
committees.  So that would come into play here.

Wes MacAleer(PC):    Okay.

Ron MacKinley(L)Chair:    Dr. McKenna?

Dr. David McKenna(PC): Actually he, the
honourable member said what I was going to say
very well.

Ron MacKinley(L)Chair:    Just something I was
thinking of, before we get into too much, like these
inspectors that are doing, the credit union has
been doing a tremendous job here, a lot better
than any that you audited because credit union’s
books and you audit the treasurer’s books here in
the province.  So maybe we should bring in some
of the people in the credit union and find out what
their opinion is on the inspectors and their audit
too in order to be fair to the credit union.  Anyway
continue on.

Richard Brown(L):   Good comment.

Colin Younker(Auditor General):   The next item
is the Deposit Insurance Fund.   The Credit Union
Deposit Insurance Corporation maintains a deposit
insurance fund which at December 31, 2001,
amounted to $3.6 million.  Under the act CUDIC
guarantees up to established limits the repayment
of insurable deposits as discussed before.  And
also under the Section 168 it has authority to levy
a periodic assessment on each credit union.  The
assessment rate has been set at one-seventh of
one per cent of insurable deposits to be paid each
year by each credit union.  The assessment in
2001 was $493,000.

Under 169 of the Act, the Board of CUDIC may
invest the amounts held in the Deposit Insurance
Fund in such classes of securities as the Board
may approve.  In January 1998 the Board
approved a policy for investment of surplus funds.
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We were advised that the fund balance is held on
deposit in Credit Union Central.

We feel it’s important for CUDIC to identify
investments that will not be subject to the same
risks in the same time frame as the credit unions.
If a situation arises where CUDIC must draw down
the fund to stabilize the credit union the funds must
be available when required.  It’s also in the best
interests to attempt to maximize earnings on the
Deposit Insurance Fund within clearly defined
parameters.  And these decisions become more
important as the fund grows in dollar value.

Our recommendation is the Board of the Credit
Union Deposit Insurance Corporation should re-
examine the investment policy for the Deposit
Insurance Fund and consider introducing
diversification into the portfolio.

Ron MacKinley(L)Chair:    Mr. Collins?

Wayne Collins (PC):   Mr. Younker, that one-
seventh of one per cent, the assessment rate, is
that comparable to the situation in other provinces
that have governed the credit unions like that and
deposit insurance corporations?

Colin Younker(Auditor General):   It’s
comparable.

Wayne Collins (PC):   It is comparable, in the
ballpark, that’s normal.  Thank you.

Wilbur MacDonald(PC):  Would you give us some
ideas of what you mean by diversification into the
portfolio?

Colin Younker(Auditor General):   Currently they
hold all the deposits in Credit Union Central.  They
may want to hold some deposits outside Central
so that if they need the funds maybe they would be
available.

Wilbur MacDonald(PC): So they take money from
each credit union and they hold all that within the
Credit Union Deposit Insurance.  So what you’re
saying is maybe they’d be better off if they
diversified by going to banks or some other area?

Colin Younker(Auditor General):   Any policy
should be looked at from time to time to see if it’s
invested in the best place. 1998 I think is the last
time they developed their policy or looked at it.  So

we mentioned diversification.

Wilbur MacDonald(PC):   You mean for their
investments.

Colin Younker(Auditor General): Their
investments.   They hold about $3.6 million which
is the accumulation of the assessments over a
period of time and that money is available then to
help the credit union that may have problems or to
get involved in a situation where the credit union
may need some funding from the Deposit
Insurance Corporation.

Wilbur MacDonald(PC): But my understanding of
that is that that money is loaned out to the credit
unions, is that right?

Colin Younker(Auditor General):   The money
that CUDIC has is just invested in Credit Union
Central.

Wilbur MacDonald(PC): In the different credit
unions throughout the province?

Colin Younker(Auditor General):   No, just in
Credit Union Central.

Wilbur MacDonald(PC): Where does  Credit
Union Central make its money then?

Colin Younker(Auditor General):   It makes its
money . . . there’s a number of functions that it has
in relation to credit unions.  They provide financial
and banking service for the members.  They act as
a trade association. They approve the by-laws and
they have a role in credit improvement.  An
inspector works for the Central and so it’s kind of
the clearing house for the credit unions.

Wilbur MacDonald(PC): They really reinvest their
money in the credit union.  And you’re just asking
for some diversification of that and I’m just trying to
think.  It’s done a good job by reinvesting in the
credit unions,  have they not?  Part of the growth
of credit unions has been the ability of them to
reinvest in themselves.

Colin Younker(Auditor General):    Yes, but
we’re not . . . the credit unions have done, you
know, they’ve had major growth.

Wilbur MacDonald(PC): I know you’re not saying
anything against them at all.  I’m just wondering
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whether that’s a good move.  That’s what I’m trying
to find out.

Colin Younker(Auditor General):   We feel it’s a
good idea to diversify your policies or portfolios.

Wilbur MacDonald(PC): Well, it never hurts to
diversify, that’s for sure.  Depends what you
diversify into.

Ron MacKinley(L)Chair:    You wouldn’t want it to
be going into pigs.

Richard Brown(L):   Or cattle.

Ron MacKinley(L)Chair:    Or cattle.

Cletus Dunn (PC): Mr. Chair?

Ron MacKinley(L)Chair:    Yes, Mr. Dunn?

Cletus Dunn (PC):   Going to your comment
earlier, Mr. Chairman, regarding the Legislative
changes, we’d have to change a lot of , perhaps of
the Credit Union Act in order to accomplish what
your recommendation is.  I have the act here and
it’s all through the act where the inspector plays a
role on how the reports are done and how the
audits are done and financial statements are
worked.  So it would be a major overhaul to
change it but it can be done.

Ron MacKinley(L)Chair:    I’d say when we get
into highways maintenance here you guys will
have a lot of input into it.  There’s an awful mess
there.  Compared, the credit union looks pretty
good to me.

Colin Younker(Auditor General):   The last
section is just on Accountability Reporting.  Under
the section of the Act,  176,  CUDIC is required to
report annually to the Minister by providing a copy
of its financial statements accompanied by an
audit report and an annual report of the
Corporation. We found the reports consists of the
audited financial statements and a brief report on
the results achieved during the year.

One of the objects of the Corporation is to
administer the Credit Union Deposit Insurance
Fund and to invest in such securities as the Board
may determine.  We note the annual report refers
to the size of the fund but does not indicate how it
is invested nor does it report the results of

monitoring the performance of credit unions.

So we’re looking for the annual report of CUDIC to
be expanded to include additional information
resulting from the monitoring of credit unions and
the administration of the Deposit Insurance Fund,
that part of the section.

Ron MacKinley(L)Chair:    Mr. Brown?

Richard Brown(L):   Thank you, Mr. Chairman. 
Is the Credit Union Deposit Insurance a reporting
entity of government?

Colin Younker(Auditor General):   No, it’s not
included in the, as part of the reporting entity.

Richard Brown(L):   But it is a Crown
Corporation.

Colin Younker(Auditor General):   It’s  a Crown
Corporation.  There’s a note in the financial
statements which discusses  CUDIC and
discusses the equity in CUDIC each year.

Richard Brown(L):   But should it be a reporting
entity,  in your opinion?

Colin Younker(Auditor General):   No. At the
current time it has sufficient assets to cover its
liabilities.  There’s some equity margin so there’s
no reporting at the current time. 

Richard Brown(L):   No but in your opinion, in the
future, should it be a reporting entity in the public
accounts?  Like we have the Crop  Insurance and
we have all kinds of other reporting entities.
Research Investment Fund, Agriculture Initiative,
Business Development and, you know, seeing that
it is a Crown should that Crown be under . . .

Colin Younker(Auditor General):   At the current
time, no.

Richard Brown(L):   Okay.

Colin Younker(Auditor General):   Any further
questions on the CUDIC report?

Ron MacKinley(L)Chair:    With that we’ll move
then over to Highway Maintenance.

Tape No. 3
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Ron MacKinley (L) (Chair):   It is just awful
interesting how the accountants so really looking
into the credit unions which are doing tremendous
and this mess we have in highways here in front of
us.  You guys can do a lot there to clean some of
that up.  Anyway, let us start.  Mr. Younker, would
you start?

Colin Younker (Auditor General):    Highway
Maintenance is a division of the Department of
Transportation and Public Works and the Roads
Act assigns responsibility to the Minister of
Transportation and Public Works for the
maintenance of roads, highways and bridges in the
province.  

The maintenance of the road network on PEI is
directed toward accommodating the road user with
a safe and convenient riding surface; preserving
the investment in the road network; utilizing the
resources of manpower, equipment and materials
as effectively as possible; and providing a uniform
level of quality service across the province.  

The 2001-2002 operating expenditures for the
Highway Maintenance Division were 39.8 million.
In addition, 6.7 million was paid from the capital
accounts for highway maintenance activities
including ditching, recapping, equipment and
culverts.  The operating expenditures, the 39.8, we
show a distribution of those in exhibit 4.1 and that
breakdown was between materials and supplies of
12.5; contract services of 7.3; other 1.1 which are
broken down to the right; then salaries of 18.9.  

The division is organized with three county
superintendents reporting to the director.  Kings
and Prince are divided into five zones each and
Queens currently has six zones.  A zone
supervisor is responsible for highway maintenance
within each zone.  

Our objective on our report was to assess the
management practices and procedures used by
the division.  We did not audit expenditures related
to the bridge maintenance, the Confederation Trail
or highway enhancement, or the mechanical
branch.  However, we used some of the numbers
of the mechanical branch in doing some of our
calculations.  

Our Detailed Audit Observations - Highway
Maintenance Planning - To show its accountability,
the division should have a plan and report on

results achieved in relation to the plan.  We found
they do not have a documented plan.  They do
have an overview which includes: responsibilities,
service delivery methods, facilities, human
resources, financial resources, and management
priorities, while it does not provide objectives and
results expected to be achieved by the division.

They provide an annual report to the Legislature
which includes detailed information on the
activities of the Highway Division, but does not
include stated measurable objectives with
comparison to actual results.  We feel that the
Highway Maintenance Division should prepare a
plan which sets out measurable objectives, and
the annual report should show the results achieved
compared to the objectives. 

The first area is Summer Maintenance.  The
highway maintenance activities are divided
between summer and winter operations.  Summer
activities are carried out on both paved and
unpaved roads.  Expenses related to the summer
maintenance activities were approximately 24.6
million in 2001-2002.  

Pavement maintenance is one of the primary
functions carried out by this division.  It requires a
significant investment in materials, labour and
equipment.  They spent approximately 6.6 million
on pavement maintenance in 2001-2002.  

The division has a planning process to prioritize
pavement maintenance work in each zone.  Roads
with the highest traffic volume are considered
priorities.  The process requires that the completed
plans, including an estimate of the materials and
time required, be entered into the system.  The
process also provides for monitoring of actual work
completed compared to the plans.  We were
advised that the county superintendents review the
plans.  However, there is no formal approval of
these plans. 

We found that the priority patching plan for one
crew in Queens County could not be located and
for another, it was only partially complete.  In
addition, we noted that the priority patching plans
for Queens County were not entered into the
computer system as required and the data was not
maintained on an ongoing basis.  In Prince and
Kings County, the process was followed as
intended and information was provided to the
county superintendents on a regular basis.
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So our recommendations from that is the priority
patching plan should be formally approved by the
county superintendents and they should be
entered into the information system to assist in
monitoring the work of the patching crews.

Ron MacKinley (L) (Chair):   What was the
district where you couldn’t find the plan for?
(Laughter) We get lots of pavement in (Indistinct).
. .

Colin Younker (Auditor General):    I don’t have
that with me, Ronnie.  

Ron MacKinley (L) (Chair):   Could you find that
out, will you?  

Colin Younker (Auditor General):    Find it out?

Wayne Collins (PC):    Mr. Chair?

Ron MacKinley (L) (Chair):   Yeah.  Yes, Mr.
Collins?

Wayne Collins (PC):    Regarding
recommendation 4.11, you talk about setting out
measurable objectives.  Could you give us an
example of a measurable objective that you’re
thinking of?

Colin Younker (Auditor General):    Some of the
other provinces have targets such as maintenance
cost per kilometer, pavement condition rating and
what’s called the International Roughness Index.
They are three measures that are used in other
provinces. 

Wayne Collins (PC):    Because Prince Edward
Island, we all know it’s not easy to pave on our
particular land mass as some people have
compared it to trying to pave on a sponge, but
would those standards or those measurable
objectives apply?  I mean, given the terrain that
we’re dealing with as opposed to provinces like
Newfoundland or Nova Scotia where they got a lot
of solid bedrock.  Would those standards be
applicable here?   

Colin Younker (Auditor General):    You could
have your standards developed for here and still
have the standards and then measure against the
standards.

Wayne Collins (PC):    There is that flexibility in

there, you could do that, aye?  

Colin Younker (Auditor General):    Yes.

Wayne Collins (PC):    Alright.

Wilbur MacDonald (PC):    Mr. Chairman.

Ron MacKinley (L) (Chair):   Yes, Mr.
MacDonald.

Wilbur MacDonald (PC):    I just want to question
recommendation 4.16.  It says the priority patching
should be formally approved by the county
superintendents.  I have no problem with that in a
way.  But then you go on to say, we expect the
pavement maintenance activities to be carried out
in accordance with the priority patching plans.  

Now, I don’t know when you expect the priority
patching plan, but in most districts some years you
have a road that completely breaks up on you.
Everything looks great.  All of a sudden come May
or June and it’s not even on the plan, and then
down further you’ll want that plan to be (Indistinct),
so sometimes the district crew has to move from
one area to another just because of the way the
roads are.  Last year in particular, roads running
east and west in my district, a couple of them, just
simply broke up on us.  Maybe it was because
somebody was going down the road with a heavy
truck or whatever it was. 

So I think patching, patching country roads is
something that has to be changed from time to
time and I don’t think you should set up a plan–I
don’t know when you’d set up a plan.  If you wait
until the middle of July or something–your first
crew starts in April and they’re patching by, I
guess, by May.  But it maybe June or so before a
road breaks up completely.  You just got to
change.  So I think any plan, especially with
patching should be able to be changed probably
by your section crews or whatever, you know and
to set up a plan and then stick strictly to it, I think
you’d be in trouble in the districts.  You know,
because some roads, I don’t know what it is but
some roads, some years they’d just be beautiful
and then boom, they’re gone.  And I think it’s
because somebody’s on there with heavy
equipment and you don’t know about it.  The
government don’t know about it.  Nobody knows
about it.  
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We had a road about four or five years ago,
completely destroyed by woods people hauling,
they just–right down to the clay, the center of the
road.  It was unbelievable.  It completely destroyed
it.  It wasn’t in anybody’s plan to re-pave it.  But it
had to be re-paved or you couldn’t get on it.  So
you got to be very careful with saying we’re going
to have a plan.  We’re going to stick to it.  You can
have a plan but they got to be flexible that you
change or we’re in trouble, somebody’s in trouble.

Colin Younker (Auditor General):    I think what
we’re saying is that the plan should be approved
by the county superintendent.  And we go on in
4.21, we have a recommendation, that they should
monitor the information provided by the plan and
obtain any explanations for deviations from the
plan.  

So in the case you’re talking about, if there is a
deviation, then they should be aware of it and have
an explanation for it.  

Wilbur MacDonald (PC):    Well I can agree with
that, as long as you’re able to do that.  As
long–I’ve been around long enough to know that
you think you got your plans all made for the
summer and all of a sudden, you have roads that
you never thought would ever break up and so on.
So it is a tough one to carry out this patching thing
because of our roads.  It’s just the very way they’re
made and the very underground, what’s
underneath the highways.  Some roads were
paved some years ago without too much
foundation and I think that’s part of the problem
we’re dealing with and then we have like, forest
crews moving in.  We have potatoes being moved
and all that stuff happening and yet some roads
will hold up for long periods of time with heavy
work.  Whatever it is, it’s awful hard to figure out.
But I agree with you there when I look at
recommendation number 4.21.  It probably covers
what I’m saying.  

Ron MacKinley (L) (Chair):   Just a question,
4.12 - that 24.6 million for summer maintenance
activity.  Would truck rental be in that?  Like your
truck rental, your loader, backhoes, or whatever.

Colin Younker (Auditor General):    There’s
equipment rentals of 2.7 in that number.

Ron MacKinley (L) (Chair):   2.7 million?

Colin Younker (Auditor General):    2.7 million.

Ron MacKinley (L) (Chair):   Now the rest is
wages, is it?

Colin Younker (Auditor General):    The wages
are about 9.2.

Ron MacKinley (L) (Chair):   9.2 million.

Colin Younker (Auditor General):    And
mechanical expenditures of 4.1 which would be
the fuel, repairs on the equipment.  Asphalt at 1.6.

Ron MacKinley (L) (Chair):   1.6 for asphalt.

Colin Younker (Auditor General):    And shale,
filled gravel about 1.2.

Ron MacKinley (L) (Chair):   Now out of that
equipment rental and asphalt, was any of that
tendered or was it just brought?  Like the
equipment, the people putting their trucks on
highways, do they tender to get that job?  Or is it
just–how does that work?

Colin Younker (Auditor General):    We talk
about the equipment rentals later on.

Ron MacKinley (L) (Chair):   Alright, so you’re
not–it’s just an overview here.  Now down at 4.13,
the division spent approximately 6.6 million on
pavement maintenance.  Was that 6.6 million
tendered out?  Or was that just pick up the phone
and order it?  

Colin Younker (Auditor General):    That’s their
own costs.  Like the costs in that are the asphalt,
equipment rental of one million and wages of 3.9
is the bulk of that.  

Ron MacKinley (L) (Chair):   Yeah, but if you look
at pavement maintenance, like up above highway
maintenance got 24.6 million, summer
maintenance.  Planning for pavement maintenance
down below, 4.1.  Pavement maintenance is
another 6.6 million.

Colin Younker (Auditor General):    6.6 is
included in the 24.6.

Ron MacKinley (L) (Chair):   Of the 24.6?
Alright?  Yes, Mr. Bagnall?
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Jim Bagnall (PC):   Is that government’s owned
spreader and the asphalt they put on and that or is
that tendered out?  I don’t know if you replied to
that or not, in both.

Colin Younker (Auditor General):    It’s both.  In
2002, I think most of the kilometers were done by
their own spreader.

Jim Bagnall (PC):   Yes.

Colin Younker (Auditor General):    In 2003, they
contracted out more than they did themselves.  

Jim Bagnall (PC):   So this is for 2002, we’re
talking about here?

Colin Younker (Auditor General):    It’s 2002
here, yes.

Jim Bagnall (PC):   So out of this thing, most of
this was done by their own spreaders and their
own crews.

Colin Younker (Auditor General):    Yes.  Back
to 4.18 - we expected the pavement maintenance
activities to be carried out in accordance with the
priority patching plans.  And we looked for controls
to be placed over materials, labour and equipment
used in patching.  We reviewed a sample of the
daily activity cards for each crew for each county.
We found two cases where the road segment
which was worked on did not appear on the plan.
In another case, the road segment was listed on
the plan but was not scheduled to be patched that
year.  

Jim Bagnall (PC):   Wouldn’t that fit right into the
comments that Wilbur MacDonald made earlier?
They wouldn’t have been on the plan but due to
the heavy frost or breakup, that that would be
done?

Colin Younker (Auditor General):    Yes.  So
what we’re looking for is that the county
superintendent in our 4.21 recommendation that
they monitor that plan and then they obtain any
explanations for deviations in the plan.

Jim Bagnall (PC):   Okay.  

Colin Younker (Auditor General):    On page 36,
we examined the crew productivity reports to

determine the number of days each crew applied
asphalt.  We found significant variations in the
amount of asphalt applied by each crew per day.
The average tonnage of asphalt applied per day
ranged from 15.2 tonnes for one crew to 5.6
tonnes for another.  The division standard
indicates the amount of asphalt to be used on an
average day is 12 to 15 tonnes.  Only two crews
met this target.  The average tonnes per day for all
crews was 8.5.

Honourable Robert Ghiz (L):    Mr. Chair.

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

Honourable Robert Ghiz (L):    Are you talking
here, this is for paving a road or doing patch work?

Colin Younker (Auditor General):    Patch work.

Honourable Robert Ghiz (L):    So this is how
much they would use in a day?

Colin Younker (Auditor General):    Yes.

Honourable Robert Ghiz (L):    Why do you think
there’s such a discrepancy?  Just travels, the size
of the potholes and whatnot?

Colin Younker (Auditor General):    They don’t
have the reasons why there’s discrepancies.
When we asked them, productivity was used at
one time to assess the work of the crew.  They felt
this promoted excessive usage of asphalt.  They
made the decision since that time to focus on the
quality of the work rather than the amount of
asphalt applied.  We feel they should use both
measures, both quality and the amount of asphalt
applied as a measure of productivity.

Honourable Robert Ghiz (L):      What about
the–is there a difference–is there anyway to
measure the difference between perhaps a
Department of Transportation crew who does
patching work and their average tonnage of the
day versus a private company and the amount of
tonnage they use in a day to do the same sort of
work?

Colin Younker (Auditor General):    We didn’t
look at the comparison in that area.  We did look at
the comparison in recapping, but not in the area of
the patching.
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Honourable Robert Ghiz (L):    Okay, so we’ll
wait until we get to that and see if there’s a
difference in productivity.

Cletus Dunn (PC):    Mr. Chair?

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

Cletus Dunn (PC):    I guess I can see why some
variances occur and especially in our end of the
province where we only have one plant.  If that
plant is operating on their own private business, I
know we have trouble getting asphalt from the
plant.  Sometimes we may get one load.
Sometimes we may get two loads and then we get
three loads.  It depends on what they’re going to
make available to us.  I know that’s frustration for
the crews because they want to get their work
done; frustration for the citizens because the holes
aren’t being filled but the plant is owned privately
and their work comes first.  So we’re sort of stuck
at the mercy of them.

Honourable Robert Ghiz (L):    So the asphalt
trucks line up and you’re saying that whoever
owns the asphalt plant, their work is getting done
first?  Is that what you’re saying?

Cletus Dunn (PC):    Yes, because they have
contracts to fulfil and deadlines to complete too.
So it’s their actual plant so we negotiate a certain
amount per day and some days you get it and
some days you don’t.  

Honourable Robert Ghiz (L):    I have a question
for the auditor, Mr. Chairman.

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

Honourable Robert Ghiz (L):    Do you know the
difference, if there is a difference, between when
a private company buys asphalt or uses asphalt
from the company, the cost versus how much they
charge the government?  Is there a larger cost for
the government?

Colin Younker (Auditor General):    We
didn’t–we don’t have the. . .

Honourable Robert Ghiz (L):    Because I’ve
heard reports–just to clarify where I’m coming
from–that in fact that’s not the case.  Sometimes
private companies, what they do is they shove
them to the side and let the government go

through first because the government is paying a
higher premium on the asphalt.

Cletus Dunn (PC):    You maybe right there.
That’s, that’s--what I’m saying.  The owner of the
asphalt company is also. . .

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

Cletus Dunn (PC):    . . . paving themselves, and
they use their own product.  (Indistinct) that buy
from two.  I’m not sure what that is but I’m just
talking about the company themselves.  

Dr. David McKenna (PC):    Mr. Chair?

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

Dr. David McKenna (PC):    You have the
comparisons of 15.2 tonnes down to as low as 5.6
tonnes per day.  Do you have also the number of
hours per day the crews maybe working?  Some
days it could be 12 hours; some days it could be
eight hours.  Is that factored into the tonnage per
day they’re using as well?  Or did you look at that?

Colin Younker (Auditor General):    Just an
average day.

Dr. David McKenna (PC):    As an average day,
so . . . (Indistinct)

Honourable Robert Ghiz (L):   If there’s a line up
(Indistinct)

Ron MacKinley (L) (Chair):   Mr. Ghiz?  Alright,
just to get your name correct.  Basically what is
going on is this is compared, I believe, Mr. Auditor,
on an eight hour day which amounts to about 6.5
hours of work and that’s where they get it.
Whether they got it 12 or not or two–this is
maintenance, highway maintenance.  They work
roughly eight hours a day for five days.  

If you read on farther there in the Auditor’s Report,
the department said it was using better quality.
One time they used to put it in the amount of
asphalt and they said that caused more excessive
use of asphalt, and their argument was the quality
is better.  They’re not using as much asphalt.  So
there’s an argument back and forth there.

Colin Younker (Auditor General):    So our
recommendation is they should look at both,
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productivity and quality.  

Wilbur MacDonald (PC):    Mr. Chairman?

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

Wilbur MacDonald (PC):    I agree with that
recommendation because I know we had one crew
that put out 15 tonnes day after day after day and
made a good job.  But sometimes you’re traveling
on some highways, you’ll notice that the patching
is a little higher than the main highway and you
have the car bump up and you hit the next, you’re
up, a bump.  So I think good work is also part of it,
not just the number of tonnes but the good job and
I think most patching groups now are doing a
tremendous job, I find.  There’s an odd time you’ll
run into somebody that maybe the roller wasn’t
doing as good a job as it should of, but personally.
. .

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

Honourable Robert Ghiz (L):    The patching right
now in the province, is it all done by the
government’s Public Works or is it, there’s some
contracted out to private companies?

Colin Younker (Auditor General):    I think most
is done by the government.  

Honourable Robert Ghiz (L):    So there is some
contracted out?  

Colin Younker (Auditor General):    As far as we
know, it’s all done by the government.  I’d have to
check that and get back to you, if you like.  

Honourable Robert Ghiz (L):    Okay, would you
get back to me on that?

Colin Younker (Auditor General):   Yes.

Ron MacKinley (L) (Chair):   There’s very little, if
there’s any, contracted out.  It’s all done by the
government maintenance crew.    

Cletus Dunn (PC):    Mr. Chair?

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

Cletus Dunn (PC):    (Indistinct) the contractor

when they use that long strip in the roads, fill in the
gullies, I know Chapman’s in Souris do a lot of that
because they have the proper machine to do it so
that would come under maintenance for the strip
in. . . 

Richard Brown (L):    That’s recap.

Cletus Dunn (PC):    No, it’s not recap.  No, it’s
just putting a strip, just putting a strip.  It comes
under maintenance.  That would probably be the
only one I could think of, anyway.

Ron MacKinley (L) (Chair):   Continue.

Colin Younker (Auditor General):    Planning for
Recapping - the division capital budget includes
approximately 1 million per county for recapping
each year.  The practice has been to provide
approximately the same amount of funding to each
electoral district.  

In the spring, requests are received by the
department from Members of the Legislative
Assembly, municipalities, and community groups
regarding the recapping of roads within their
district.  These are recorded and compared to the
recapping which the Zone Supervisor has
recommended and a priority list is established.  

We are advised that this practice has not been a
problem.  All recapping that was done was
needed.  However, it is reasonable to assume that
the condition of roads will vary between districts
given the fact that the number of kilometers per
district varies, roads have different traffic volumes,
and roads were constructed at different times
using different methods.  Roads ranked as priority
within a district may receive a different priority if
the roads were ranked by county.  We noted that
one district with 302 kilometers of paved road
received 4.5 kilometers of recapping in 2002-03
while another district with 96 kilometers of paved
road received 5.8 kilometers of recapping.  

So we are recommending that the recapping of
paved roads should be prioritized by county rather
than the current practice of allocating the same
resources among the electoral districts.  

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

Honourable Robert Ghiz (L):    I’m glad to see
that recommendation, I believe, but I have trouble
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here with 4.23.  The division capital budget
includes approximately 1 million per county for
recapping each year.  So let’s say each county get
$1 million, well then when you say the practice has
been to provide approximately the same amount of
funding to each electoral district, I take it that’s
within the county, not within the province.  

Colin Younker (Auditor General):    It’s in the
county.

Honourable Robert Ghiz (L):    Okay, so there
are–so basically the ones in Kings County have
been getting enormous amounts of money while in
Prince County, they’ve been losing out for the last
number of years.  If you just do the math - you
divide five into one million or you divide nine into
one million or you divide even Queens County, 13
into one million.  

Richard Brown (L):    You can tell where the
power is.  Oops, Queen County is up.

Honourable Robert Ghiz (L):    No, I’m just
saying, if it’s supposed to be even, obviously it
hasn’t been.  Kings County has been getting quite
an enormous share of the funding.

Ron MacKinley (L) (Chair):   Not by the look of
the roads down there, I wouldn’t say they are.

Richard Brown (L):    Where’s it going, chairman?

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

Honourable Robert Ghiz (L):    I think you’ve got
to drive through district 5 a little bit more often.  I
don’t know, I’m just raising that point.  

Colin Younker (Auditor General):    It provides
the variance in districts.  One district with 302
kilometres got 4.5; and another district with 96 got
5.8.  So you get that variance in the districts.

Ron MacKinley (L) (Chair):   Yeah, but what I
like–like the way it’s set up now, each county gets
$1 million.  Correct?  So Queens County gets a
million, Prince and Kings.  And then each district
gets so much recap out of that $1 million.  So I
think that’s pretty fair the way it is now, just from
my own personal opinion.  

Jim Bagnall (PC):   Do the math, you’re right on.
(Laughter) (Indistinct) you understand the works of

Transportation and Public Works.  

Richard Brown (L):    He understands it
(Indistinct).

Ron MacKinley (L) (Chair):   If you look at, look
from Charlottetown to Souris, the road isn’t done
completely done yet, I don’t think.  It’s getting
there.  Well let’s hope it will be done from
Charlottetown to Souris.  But if you look at the road
going up west is good, right through to Tignish.
The priority seems to be on your main highways,
No. 1 and No. 2, and then they start branching off.
This recapping that we’re talking about here, is it
recapping?  Yeah, this recapping, like for instance
Wayne and I are probably in the same boat.  

We don’t have that big a district but we got an
awful pile of traffic.  So the roads are going to wear
out quicker than like you can go out ten miles from
our place, 15 miles, you don’t have the traffic.  But
you go to that area of Cornwall or North River or
even Mr. Collins there, there’s an awful pile of
traffic there.  So it’s going to take a certain amount
of money.  I remember when you saw this,
recapping of paved roads should be prioritized by
county rather than the. . . the same resources. . .
You see, what it says here the same resources
among electoral districts.  The current practice of
allocating approximately the same resources
among the electoral districts.  So basically what
they’re saying here is, is your district in Montague
would get the same as say district 16, is that not
correct?  

Members:   No, no.

Ron MacKinley (L) (Chair):   Not, well allocating
approximately the same resources among the
electoral district.

Honourable Robert Ghiz (L):    Basically, no, in
each county-basically what would happen is the
honourable member from Montague-Kilmuir would
get $200,000 a year and basically, you, Mr.
Chairman, would get probably somewhere around
70,000.  

Jim Bagnall (PC):   I think it’s worked on
kilometers.

Honourable Robert Ghiz (L):    Well that’s how it
should be but in here it says that it’s based on
electoral districts.  



23

Ron MacKinley (L) (Chair):   Well his roads are a
lot worse than the roads in my district.

Honourable Robert Ghiz (L):    It should be
based on need.

Ron MacKinley (L) (Chair):   No, his roads are a
lot worse.  He’d get it all.  Your roads down to your
area is–all kinds of messes on the roads like
bumps and everything.  And if you come out our
way, you can go from North River through to
Hampshire.  You can go to–no, but you can go like
we have made a paving program (Indistinct
Comments).  No, there’s no (Indistinct) here, I’m
just saying. . .

Jim Bagnall (PC):   (Indistinct) you hit the nail
right on the head.

Ron MacKinley (L) (Chair):   Take a drive, no, but
you go down the back roads.  

Richard Brown (L):    We know exactly what
you’re saying.  We know what you’re, saying, Mr.
Chairman.  

Ron MacKinley (L) (Chair):   I don’t know if you
can have–like it sounds good for the auditor and
everything to say this but this is one part.  Let’s
say for instance if you went into priority and let’s
say, for instance, they don’t have to go by districts
and you had three or four Liberals like/or Carolyn
and them and myself, they wouldn’t have to justify
putting any paving in there if they went that way. 

Colin Younker (Auditor General):    But we’re
saying though it should be prioritized based on
factors though within the county.  

Ron MacKinley (L) (Chair):   Pardon?

Colin Younker (Auditor General):    It should be
prioritized based on certain factors within the
county based on the rural condition.

Dr. David McKenna (PC):    But each district
should get some.  Right?  Or do you mean some
districts shouldn’t get any?  

Ron MacKinley (L) (Chair):   Well this is what I’m
saying.  

Richard Brown (L):    Well, it’s never enough.  

Ron MacKinley (L) (Chair):   But what I’m saying
here–the problem I see here is let’s say, for
instance, after the next election then, there was
nine Tories got elected and the rest were Liberals,
that means those nine Tories mightn’t get any
paving under the new plan.  Under the old plan. .
. 

Richard Brown (L):    We’d be fair.  

Ron MacKinley (L) (Chair):   . . . no, but under
this plan, at least there’s a set amount of dollars
that are going to your riding.  

Jim Bagnall (PC):   I had to agree with everything
you said up to the last statement.  (Laughter) 

Ron MacKinley (L) (Chair):   I’m talking in the
future.

Jim Bagnall (PC):   I guess why I say that,
Honourable Member, my district was a Liberal
district for 15 years and we got no pavement.  It all
went up west or went to Queens County.  They
forgot about Kings County.  We only actually got
some pavement down there the last two years.  

Ron MacKinley (L) (Chair):   Do you know what.
. . ?

Honourable Robert Ghiz (L):    I’d like to see a
breakdown. . .

Tape No. 4

Ron MacKinley (L) (Chair):   Do you know what?
Do you know what?  I got to tell you something.
That’s not right because basically what your
members did, they came in and there was quite a
few years under Jim Lee there and there was no
pavement down.  They had to pave right from out
here in Stratford clean down through to Montague
and Georgetown and in order to they had to build
all that road all the way down and (Indistinct).

The thing is there’s never enough–if you get into.
. . (Too many talking at once). . .
Let’s continue.  

Wilbur MacDonald (PC):    I think the next is
interesting, 4.27.  

Colin Younker (Auditor General):    The next
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section covers Recapping.  The division owns two
spreaders which are used to resurface roads.  One
spreader works in Prince County and the other
serves both Queens and Kings.  In 2002-03, 65
kilometers of recapping was contracted with the
private sector compared to six kilometers in 2001-
2002.

Ron MacKinley (L) (Chair):   But that was
election year, you see that’s why that was up.

Colin Younker (Auditor General):    All the
recapping in Prince County, 15 kilometers in Kings
and 11 in Queens were contracted in 2002-03.
They totaled 2.9 million, were not tendered but
were awarded at a negotiated price.  We noted
that these contracts were not approved by
Treasury Board in accordance with the signing
authority policy which requires Treasury Board
approval of contracts exceeding $100,000.  

Ron MacKinley (L) (Chair):   It’s beginning to
sound like Ottawa now.

Colin Younker (Auditor General):    The division
did not conduct a detailed cost analysis prior to
contracting out the recapping.  Subsequent to our
inquiries, the division prepared a cost analysis
which compared the cost of recapping contracts in
2002-03 to the division’s own cost of operating a
spreader in the previous year.  Based on the
productivity levels used in the analysis it was less
costly to contract recapping based on analysis.
However, if the division achieved similar
productivity levels as the contractor, the division
could have done the recapping at a lower cost.  

So our two recommendations are: prior to
contracting recapping work, a cost analysis should
be prepared demonstrating the benefit to
government; and as required by Treasury Board
Policy on signing authority, contracts over
$100,000 should be approved by Treasury Board.

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

Honourable Robert Ghiz (L):    So basically what
you’re saying here is they were just giving out
contracts in general and not going through any
proper processes?  

Colin Younker (Auditor General):    There was
no tender.  There were some negotiations.

Honourable Robert Ghiz (L):    They had no
tender.  They were just saying, okay, boom, take
care of it.  

Ron MacKinley (L) (Chair):   To the tune of $2.9
million just taking–here, here’s your deal.  

Unidentified Member:   But there was actual work
done?

Honourable Robert Ghiz (L):    But that was
contracted out to companies.   You’re also saying
that–my mike’s still on here–I’m still talking, prior to
contracting recapping work, a cost analysis should
be prepared demonstrating the benefit to
government.  Well that just makes sense that you
should be looking for it.  

What you’re saying here in fact though is that the
productivity level of the private paver seems to be
higher than that of the government paver.  Are you
saying that?

Colin Younker (Auditor General):    Yes.

Honourable Robert Ghiz (L):    Okay, and would
that be based on perhaps hours worked?

Colin Younker (Auditor General):    It’s tonnes
spread per day.  

Honourable Robert Ghiz (L):    Exactly, but would
it be based on. . .

Colin Younker (Auditor General):    Based on an
average day.

Honourable Robert Ghiz (L):    . . . like how many
on an average day, one day, how much does a
government crew work?

Colin Younker (Auditor General):    Well the
tonnes spread. . .

Honourable Robert Ghiz (L):    Do they have an
eight-hour shift or do they have–or does it not
matter?  

Cletus Dunn (PC):    Some have eight, some
have 12, government time, some are a four-day
week.  

Honourable Robert Ghiz (L):    So it is based on,
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basically what I’m saying here is the private–it’s
difficult to judge this the same way because you’ve
got the government’s people are going out there
and just like the honourable member from
Miminegash said, they’re based on–they have set
hours during the day.  Whereas if you take a
private company, they go out there and as soon as
the sun comes up, they’re starting off for the day
and they’re not quitting until there’s no more light
left in the day.  So it’s impossible to basically judge
that on an equal basis when you’ve got one people
working longer hours than the other people.  

Ron MacKinley (L) (Chair):   But when you
compare. . .

Honourable Robert Ghiz (L):    It’s a different
comparison.  (Too many speaking at once.)

Ron MacKinley (L) (Chair):   Mr. Chairman, Mr.
Younker, what you’re saying here is that costs per
kilometer is cheaper by the contract people even
though it wasn’t even tendered than the
government crew costs per kilometer to recap a
road.  Is that not correct?  

Colin Younker (Auditor General):    What we’re
saying if the division had the same productivity
levels as the contractor, the division could have
done the work at a lower cost.  So we’re saying
they should do an analysis and determine what the
cost is.  

Ron MacKinley (L) (Chair):   Based on the
productivity levels used in the analysis, you’re
saying here it was less costly to–for the contractor,
for the government to phone up and say, here do
this pavement, and don’t bother going through
Treasury Board or anything.  But it was still
cheaper to hand out the 2.9 million and get per
kilometer of a road done than if the government
machines did it themselves.  That’s basically what
you’re saying here.  

Colin Younker (Auditor General):    Yeah, but
that’s based on the same productivity level.  But if
we’re saying also that if the division had the same
productivity levels as the contractor, they could
have done it at a lower cost.  

Ron MacKinley (L) (Chair):   So what do you
mean by productivity level?  

Colin Younker (Auditor General):    It’s tonnes

per day, average tonnes per day.

Ron MacKinley (L) (Chair):   But the thing is you
got to get the asphalt through the machines.  You
got to get the machine going.  You can’t–if you
take an hour for a dinner and a contractor takes
half an hour, so basically what you’re saying here
is, if you don’t have the productivity level, it’s
cheaper just to phone up a contractor.  They didn’t
even tender this.  Think what they would have
saved if they had of tendered it.  Like this was
negotiated at 2.9–$2.9 million was not tendered.
So the government put out $2.9 million to recap
roads and when you compared it to the costs of
that untendered work which would have been a lot
cheaper again if it had of been tendered.  I’m sure
this was handy election time and they were helping
out a few of their buddies.  But the thing is here is
they were still cheaper per kilometer to recap a
road than the government’s own crew was.  Is that
not correct?

Colin Younker (Auditor General):    There’s
three points here.  One is that they didn’t do an
analysis before they contracted out.  Then after we
started to look at it, they did an analysis where
they compared the cost to the previous year’s
operations of the division and if they, based on
using their productivity level in 2002, it was less
cost if you contracted out.  Then using the
productivity levels of the contractor, and if the
division had those levels of productivity, they
would do it at a lower cost.  So we want them to do
a cost analysis.

Ron MacKinley (L) (Chair):   But you’re saying
the government would have to get–it’s all on a
kilometer of recap.  So if somebody could do a
kilometer quicker and cheaper, if the government
could get the same amount of productivity out or
the same amount of asphalt as the contractor did,
it would be cheaper.

Colin Younker (Auditor General):    Then they
would do it cheaper.  That’s what we’re saying.

Ron MacKinley (L) (Chair):   But they’re not
getting it out.  

Colin Younker (Auditor General):    So that’s
what we’re saying.

Ron MacKinley (L) (Chair):   But they’re not
getting it out.  And if you look in here later, they
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usually take 41 hours or something to pave or
patch of a kilometer, now the government has got
it up to 76 man hours or women hours, person
hours.  So there’s no productivity in the
government.  The government here, as you know
and you can see it, I mean you’ve been involved in
things, they’re using it to hire a bunch of people for
the summer and create a bunch of work.
Basically, what’s going–that’s why you got no. . .

Honourable Robert Ghiz (L):    You’re saying it
takes 76 hours . . .

Ron MacKinley (L) (Chair):   Something like that.

Honourable Robert Ghiz (L):    . . .to put a
kilometer of road down and it should take 41?

Ron MacKinley (L) (Chair):   No, 46 hours of
maintenance per kilometer has increased from 46
hours under us, and we were bad enough, to 71.

Honourable Robert Ghiz (L):    What are they
doing for those other 25 hours?  

Ron MacKinley (L) (Chair):   Well they’re just
hiring people to give them jobs, all their Tory poll
captains and everything is going on.  It’ll all come
out.  

Honourable Robert Ghiz (L):    Oh, that’s awful.

Ron MacKinley (L) (Chair):   I mean, that’s . ..

Dr. David McKenna (PC):    Mr. Chairman?

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

Dr. David McKenna (PC):    The actual
productivity levels, to get a fair productivity level,
you should actually compare a number of
kilometers done per hour probably to compare the
two systems, I think,  right?  You just couldn’t
compare what was done per day if one works 12
hours and one works 10 hours.  So that’s
probably–that’s after per number of tonnes spread
per day but you have to really get down to what’s
done per hour to get a more accurate–maybe
government is faster, we don’t know.  That doesn’t
really tell me exactly the details there I need to
know.  

Colin Younker (Auditor General):    We looked at

the average tonnes spread per day.  We can go
back and see the calculations –we can provide the
calculations to the committee.  

Dr. David McKenna (PC):    And also just one
further comment.  The chairman indicated this was
done in election year, but this is not election year’s
report.  This is the year before election year.  

Ron MacKinley (L) (Chair):   You were getting
ready for the election.

Dr. David McKenna (PC):    Always getting ready
for the election, actually the day after. . .

Ron MacKinley (L) (Chair):   I mean, no, but the
thing is, all you got to do is go by your government
crews and I mean, there’s so many people now on
the crews compared to what used to be on the
crews.  I mean it’s unbelievable.  One of the
reasons you guys are so popular, if you’re hiring
everybody and giving them a job, you’re going to
be popular but it’s just crew after crew after crew.
And when the auditor goes  in he finds out that
even giving out a contract to your friends without
tendering, without going through Treasury Board.
. .

Unidentified Member: It’s still cheaper than you
do it.

Ron MacKinley (L) (Chair):   . . . it’s still cheaper
and you guys can do it.  And it doesn’t matter if it’s
by the hour or not, it’s your cost per kilometer of
road, recapping.  You put three or four inches,
whatever it is, and the cost of doing that is still
cheaper, looking after your friends than you’re
doing it yourself.  I mean, you have a major
problem in this maintenance.  Here you spent all
that time on the credit unions and they’re 100 per
cent success, and look at the mess you got here.

Cletus Dunn (PC):    Mr. Chair, any idea how
many contracts are over 100,000 weren’t approved
by Treasury Board, the number of contracts?

Colin Younker (Auditor General):    I don’t have
the number with me.  If the committee wants that
information, we can provide it.  

Cletus Dunn (PC):    I was just wondering, was it
one or 21 or 51?

Honourable Robert Ghiz (L):    It couldn’t be
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anymore 20?

Cletus Dunn (PC):    Why?

Ron MacKinley (L) (Chair):   Because it’s 2.9
million.  Anyway I think we’ve gone a distance
here.  I think the meeting’s over at 12:00, so I think
what we’ll do, we have some new business to
come up here that we agreed to, I think.  Probably
the auditor, we’ll have you back at a later date?
We’ll wrap this up in another 15 minutes here.  So
what’s a good time to re-meet?

Cletus Dunn (PC):    Do we have a motion on the
floor to do that?  I think we should continue with
Unpaved Roads and Roadside Maintenance. 

Ron MacKinley (L) (Chair):   Just wait now until
we get this thing straightened out.  We still got
other business on the agenda here and we don’t
want you guys running out at 12:00.  

Wayne Collins (PC):    Do we have consideration
of other business on the agenda?  

Ron MacKinley (L) (Chair):   Yes, we’ve already
agreed to it when we said we’d move it to other
business.

Wayne Collins (PC):    Consideration of other
business, not necessarily other business.

Ron MacKinley (L) (Chair):   We’ve already
agreed to it.  We could have brought it on,
approval of agenda, addition to any new items.
We, as a committee, agreed to bring it up under
other business.  It is now a quarter to 12, this is
when the other business should come up.  Now I’ll
give you 15 minutes to debate it and what you
want to do with it.  So Mr. Auditor, we will bring you
back at a later date.  We’ll let you know when
we’re looking for you.

Colin Younker (Auditor General):    Okay.

Ron MacKinley (L) (Chair):   So we can have the
other business.  The Honourable Robert Ghiz, if
you could give your. . .

Honourable Robert Ghiz (L):    Thank you very
much, Mr. Chair.  First I’d ask the clerk if she could
distribute our motion here.  I’m going to ask the
clerk to read the motion.  But basically what we’re
looking for here, Mr. Chair, is with all the

uncertainty now going on with Polar Foods, the
government loans that have gone into it, the
government grants that have gone into it, the fact
that there’s supposedly now a couple of plants that
are closing, the fact that there’s approximately
1,000 workers associated with Polar Foods, the
fact that there’s numerous fishermen across this
province that use Polar Foods with regards to
selling their product, I believe it’s important for
openness and transparency here in the Province
of Prince Edward Island that we call in a couple of
government officials to further explain basically
what happened with the money and where the
next steps will be taken and if and why not the
government will be participating in future
endeavours with Polar or the seafood industry.
And at this time, I’d ask the clerk if she wouldn’t
mind reading the motion.  

Ron MacKinley (L) (Chair):   The clerk is going to
read the motion.

Jim Bagnall (PC):   Mr. Chair.

Ron MacKinley (L) (Chair):   You weren’t
recognized.  The clerk is–I recognize the clerk.

Jim Bagnall (PC):   I would like to be recognized,
Mr. Chair, before the motion is read because the
committee hasn’t agreed that this motion can be
read.  

Ron MacKinley (L) (Chair):   What do you mean?
You don’t have to agree?  What are you trying to
do?

Jim Bagnall (PC):   Yes you do.  Any motion has
to be moved. . .

Honourable Robert Ghiz (L):    I can move a
motion.

Ron MacKinley (L) (Chair):   No, you don’t need
a seconder. 

Honourable Robert Ghiz (L):    I move the
motion.  

Jim Bagnall (PC):   Okay. . .

Ron MacKinley (L) (Chair):   I don’t know why,
hold it, hold it.  Let’s get some order here.  I’ve
given the courtesy to Honourable Robert Ghiz.
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Jim Bagnall (PC):   I’ve asked you a question.

Ron MacKinley (L) (Chair):   Will you be quiet for
a minute.

Jim Bagnall (PC):   Are you refusing to address
the members. . .?

Ron MacKinley (L) (Chair):   Will you be quiet for
a minute.  Your mike’s not even on.  You’re not
even recognized until your light goes on.  Now let’s
try and get this thing in a sensible way instead of
you people all jumping up here like you’re so
nervous.  What are you trying to hide?  Just sit
there for a minute until I check with the clerk.

Jim Bagnall (PC):   Mr. Chair, are you refusing to.
. .?

Ron MacKinley (L) (Chair):   The Honourable
Robert Ghiz has every right to make the motion,
then the committee will deal with it.  So he’s
making a motion.  If you want to talk after the clerk
is done with her job and stop interrupting her, you
can talk.  We’ll give you the floor but right now, the
clerk has to read the motion.

Marian Johnston (Committee Clerk):   Moved by
the Honourable Robert Ghiz -

WHEREAS the fish processing industry is
extremely important to a large number of Prince
Edward Island communities; 

AND WHEREAS the fishery and its
spinoffs are among the most important contributors
to the Prince Edward Island economy; 

AND WHEREAS there is growing concern
in a number of communities about the future of
Polar Foods; 

AND WHEREAS there is growing concern
that public dollars invested in Polar Foods maybe
at further risk; 

AND WHEREAS there is growing concern
among workers for Polar Foods about the viability
of the company and the future of their jobs; 

AND WHEREAS a healthy fish processing
industry is vital to fishermen, workers and the
general state of the provincial economy; 

AND WHEREAS government is
represented as a shareholder in Polar Foods; 

AND WHEREAS a 23 April, 2002, letter
from Prince Edward Island Business Development
requires Polar Foods to submit a great deal of
material regarding the plans of the company; 

AND WHEREAS the 23rd April, 2002, letter

was signed by the Chief Executive Officer of
Prince Edward Island Business Development; 

AND WHEREAS a $7 million preferred
share investment by Prince Edward Island
Business Development has reportedly been written
down to $1; 

AND WHEREAS Volume II of the
province’s 2003 Public Accounts mentions a $6
million expenditure for debt under General
Government; 

AND WHEREAS Volume II of the
province’s 2003 Public Accounts provides no
further clarification of the $6 million expenditure for
debt; 

AND WHEREAS it has subsequently
transpired that government’s explanation for this
$6 million is a contingency fund for potential write-
offs for Polar Foods; 

AND WHEREAS it is unclear whether the
$6 million has been spent; 

THEREFORE BE IT RESOLVED that the
Public Accounts Committee invite the Chief
Executive Officer of Prince Edward Island
Business Development to explain and illuminate
government’s arrangements with Polar Foods; 

AND BE IT FURTHER RESOLVED that
the Public Accounts Committee invite the controller
to explain the inclusion of the $6 million entry as a
debt payment in the 2002 Public Accounts.

Ron MacKinley (L) (Chair):   Now, if I could have
the promoter to promote this bill?  Thank you very
much for the motion.

Honourable Robert Ghiz (L):    Thank you very
much, Mr. Chair.  I believe it’s important that we
call the CEO of the Business Development
Corporation to come here before the committee so
that we can, not only enlighten ourselves, but help
enlighten Islanders into what’s happened since
1998, with the amalgamation; what the future
direction is.  Is there viability with regards to
lobster processing; where in fact--my
understanding is there was seven million in
preferred shares, another 7.5 million for marketing,
another $12 million line of credit that was
guaranteed, and this is just what we’re discovering
through research.  

Part of the problem here, Mr. Chairman, is the fact
that this is only coming to light, thanks to work
done by the Opposition, work done by the media in
terms of trying to get answers for the public in what
is going on.  So I believe because Mr. Kent Scales
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did write a letter to Polar Foods on April 23rd, 2002,
with regards to looking for information.  I believe
it’s extremely important and even, we’ve got
members on our committee here who sit on
Executive Council, who say with regards to Polar
Foods and what’s going on is I don’t know what’s
taking place yet.  And I guess nobody else knows
what’s taking place anymore than what is in the
newspaper and that’s coming from the honourable
member from Montague-Kilmuir in today’s issue of
The Guardian.  So that’s a member of Executive
Council, the House Leader for the Conservative
Party.  

If that person is not enlightened of what’s going on,
perhaps there’s too much being kept secret here
from Islanders and we deserve to know, I believe
as committee members and Members of the
Legislative Assembly so that we can inform
Islanders on exactly what is going on here
because at the end of the day there’s 1,000 jobs at
stake for Islanders.  There’s $20 to $30 million at
stake of Island taxpayers’ money and Islanders
deserve to know what’s going on.  

I’m sure, like the honourable member says in the
paper here, “is I’m telling them that I will lobby, I
will definitely be lobbying on behalf of my
constituents”.  So the member and I’m sure the
member from Montague-Kilmuir and every other
member here is receiving a lot of calls.  I know I
am on the issue and I believe that for us to
represent our constituents properly, we have to
find out what exactly is going on here.  Thank you
very much, Mr. Chairman.

Ron MacKinley (L) (Chair):   Thank you, the
member from Montague-Kilmuir, Mr. Bagnall.

Jim Bagnall (PC):   Thank you.  Mr. Chair, I think
that although there is concerns with Polar Foods
and everybody I guess realizes that but right now
Polar Foods is in discussions with their banks and
I think it would be inappropriate for our committee
to be discussing Polar Foods in the media in any
type of committee, shape or form until they’ve had
a chance to deal with their bankers and the
company.  And I don’t think we should be
interfering in any private company when they’re
dealing with their appropriate financial institutes.
So I can’t support this motion.  

Ron MacKinley (L) (Chair):   Alright.  It’s–just
before you start, is there anybody else got

something to say here on this motion?  

Wayne Collins (PC):    Mr. Chair?

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

Wayne Collins (PC):    Just to point out that
someone very regularly talked about people
debating this in the media and fighting it out, I think
, was the phrase that the Honourable Leader of the
Opposition used in Saturday’s Guardian.
Certainly, I would agree with my colleague from
Montague-Kilmuir to allow Polar Foods, its
shareholders and its bankers to seek a resolution
to all of this.  I do not deem it appropriate to
discuss this issue at the present time.  I will not be
supporting the motion.

Ron MacKinley (L) (Chair):   Is there anybody
else now–what about you, Mr. Brown?  Did you
have your hand up there?

Richard Brown (L):    Well Mr. Chairman, I think
it’s crucial that we discuss it because as the
shareholders of the company are stating in the
paper, they’re at a crossroads right now and they
need the support of government in order to
continue to supply jobs in Prince Edward Island
and to keep the lobster industry viable on PEI.  So
I think that it’s crucial that this committee find out
what was done over the last number of years and
if government does in fact make a decision or has
government written this company off, and for what
reasons have they written it off?  I think it’s crucial
that we know what went on.  

To have the Public Accounts, Mr. Chairman, 2003,
just state that a $6 million debt in the books and
that you have to go searching and searching for
this to find out what it was and to have the media
search out what it was, is wrong.  This is a vital
industry for Prince Edward Island.  It should be the
Legislature and this committee should find out all
the information it can on this issue and make
recommendations to government.  If we don’t want
to do that, then we’re jeopardizing the jobs and the
fishermen on Prince Edward Island and what kind
of industry will we have after this, is my concern
and I think if we want a viable industry, quite
honestly what we see in the paper today and what
we’ve seen over the last six years is that
government mismanaged this file - simple and
easy.  
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They have now have created an incidence here
where we could lose the whole industry on Prince
Edward Island.  If that’s what they want to do, then
they should bring it forward and say, we’re at this
crossroads right now.  We want to go back to
1998, just drop the whole thing.  We’ll take our
(Indistinct); we’ll take our write-offs, and let the
industry fend for itself.  Well then it should be
known to the people of Prince Edward Island now.
I believe strongly that if this wasn’t brought out in
February of this year, we might have ended up in
June or July of this year, during fishing season and
then this would have got then.  We’re fortunate
that this issue has been brought out before the
season starts and that something can be done
about it, Mr. Speaker.  Fall too long, has Polar
been used as a political tool here in order to do
political gains.  

Like I understand that Polar wants to shut down
some plants.  Is this the situation where the
government is saying, if you shut down these
plants in my electoral district, like hey, then we
won’t give you the money.  If that’s the case, if
that’s the case, we’re going to run our lobster
industry on PEI, then it’s wrong.  This committee,
this oversight committee of the government money
and that it should be looking into it.  Thank you,
Mr. Chairman.

Ron MacKinley (L) (Chair):   Mr. Ghiz followed by
Mr. MacDonald.

Honourable Robert Ghiz (L):    Thank you very
much, Mr. Chair.  With regards to the comments
made by Mr. Bagnall, the member for Montague-
Kilmuir, obviously he must have got his marching
orders this morning because as everyone saw
today, here he is commenting about it in the
newspaper, making sure that his constituents are
going to be represented with regards to this issue.
So obviously, Peter McQuaid must have called him
this morning and said, you know, basically get your
face out of the newspaper and don’t be
commenting.  But I’d like to just point out that this
member here would be making the right move if he
was there to represent his constituents of
Montague-Kilmuir for the best of their interests and
not take orders from the Premier’s Office.  

Now with regards to the member from Winsloe-
West Royalty, Mr. Collins, who said that I said that
the government and Polar shouldn’t be fighting it
out in the media, I stand by that comment.  They

shouldn’t be fighting it out in the media.  They
should be dealing behind closed doors to ensure
that the 1,000 workers in this province are taken
care of.  So darn right, I’ll stand behind those
comments and you can raise them any time you
want.  

Mr. Speaker, here we are, the Minister of
Development said that they wrote down $700,000
in 1999, approximately 2.8 work in 2000 and the
remainder in 2002.  If you look through Public
Accounts, that 700,000 isn’t even fact.  Finally, we
find out about the 2.8 million and the rest that’s
written off, we have to find it out through doing
digging.  There’s stuff going on behind the scenes
here, we don’t know what’s going on.  There’s
1,000 jobs at stake and there’s $20 or $30 million
at play.  I say, what do you have to hide?  Let’s
find out what’s going on here.  

Ron MacKinley (L) (Chair):   Mr. MacDonald?

Wilbur MacDonald (PC):    Mr. Chairman, we
have 1,200 people involved here.  We have a
private company.  Let’s wait until there is some
decisions made by the company with the bank and
let’s not interfere with those 1,200 jobs.  I will not
sit here and try to interfere with people who are
working who are trying to make a living.  So for
me, this motion is too quick.  I’ll vote against the
motion and I’ll. . . 

Unidentified Member: Let her go.

Unidentified Member:  You have to get in there to
help them out though.  

Ron MacKinley (L) (Chair):   Mr. Bagnall?  

Jim Bagnall (PC): Call for a question.

Richard Brown (L):    (Indistinct) let the 1,200
people go.

Ron MacKinley (L) (Chair):   Just wait now, is
everybody done speaking to this motion?

Wes MacAleer (PC):    Mr. Chairman, I’d like to
make a few comments.  Would I be allowed to do
that?

Ron MacKinley (L) (Chair):   You go ahead and
Mr. Ghiz follows.
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Wes MacAleer (PC):    Mr. Chairman, this
government was faced with the serious issue of
dealing with fishing in this province and fish
processing when it began in 1996.  I was the
Minister of Economic Development at the time.
We met with a number of different processors, all
of whom were explaining to us that they could not
survive.  Now the history of this file was at the time
we had a choice, either we would deal with this
matter on a piece meal basis and continue to
support 16 different processors, all of whom were
facing dire financial straits.  Or we could bring
ourselves to a different plan.  And the plan that
was enacted was to attempt to bring together
people who we considered to be the most
knowledgeable people in the industry and attempt
to amalgamate them or coordinate them into a
single voice for the processing business.  
Now we started off with about 12 of these
processors and eight ended up being able to work
together.  We gave those people considerable
support.  We put a lot of money.  We put a lot of
time, but the whole objective was to bring together
a group of people who would be considered to be
confident, capable, who would above all, maintain
the fish processing industry on Prince Edward
Island.  The ownership of that industry was
paramount because if it were owned by non-
residents, we could almost be assured that the
plants would be closed and that the processing
would be done off Island.  

What we attempted to do was put into the hands of
this private company some independence of
operation with the most important objective being
that they would survive financially. 
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Wes MacAleer(PC):    (Cont’d) This is a tough
business, it’s a tough industry, it’s highly
competitive.  It’s difficult to compete.  You’ve got
many players, including the suppliers, the
fishermen, to deal with; including customers who
require high value.  I think that the people who
were running this company,  or continuing to run
this company, have a lot of challenges.  And one
of the challenges that they don’t need at this time
is a group of politicians running around trying to
second guess what they they’re trying to do.

If we’re really interested, as politicians, in saving
this company and saving what it’s going to do,
which is hopefully keep the resource on Prince

Edward Island to be processed here we should
allow these individuals to continue to reach their
objective.  My concern, Mr. Chairman, is time and
again we’ve had examples on Prince Edward
Island where the political unit has jumped in,
confused and made the issue more complex,
unnecessarily.  And in the case of the potato
industry it did nothing but create a disservice to
that industry.

So I’m saying, Mr. Chairman, as somebody who’s
been involved with this from the beginning that we
should show some restraint as politicians and give
these people that we’ve given the responsibility to
an opportunity to go out and try to resolve the
problem.  If they aren’t  successful then I’m sorry
to say that the $6 million that we put into this
company has been unsuccessful.  Maybe we want
to recreate another plan but at the moment, from
my perspective, we owe it to these people who are
running Polar Foods to attempt to create an
environment where we can maintain the resource
on Prince Edward Island, where we can maintain
the 1200 positions and above all that we have a
company that’s owned by Islanders and continues
to process the product on Prince Edward Island.
Thank you.

Ron MacKinley(L)Chair:    Is there any . . .
Robert’s next there.  There’s just one thing I might
say, I believe it was Mr. MacDonald or somebody
from Polar Foods, made the statement in the
paper that if the government didn’t guarantee their
operating loan they wouldn’t be going and the
government comes out and says, well, we’re not
guaranteeing it.  Now there’s lots of money been
spent there, $7 million has gone down to $1.00
preferred shares.  There’s $6 million that Richard
and Robert found there in Polar Foods that they
didn’t even know about.  If you go by Mr.
MacDonald as PC head, I believe he’s the
manager or something of Polar Foods, he didn’t
know about that contingency fund put there but the
Auditor put it there.

The thing is, how do we get to the bottom of this?
There’s been buried  pile of money, like for
instance last Spring in the House I came across
over a million dollars that it turned out that was the
subsidized interest for Polar Foods.  Your
government has been very evasive with, you
know, the information that’s going out here.
Nobody wants to lose 1200 jobs but when you look
at the loan guarantees that go through to the other
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fish plants I think it’s common business that
government does guarantee the operating loans in
these fish plants, not only Polar but other ones. 

But why is, all of a sudden, the Minister saying oh,
we’re not going to guarantee this.  This is where
we’ve got to try to get to the bottom of it.  But that’s
just my opinion.  I don’t vote on this and if
everybody is done we’ll wrap it up with Robert.

Honourable Robert Ghiz(L): Thank you, Mr.
Chair, and first I want to start off by saying I
respect the member from Charlottetown-Spring
Park enormously but unfortunately, Mr. MacAleer,
in his statements was contradictory, to say the
least, considering he was Minister at the time and
he said that, you know, the $6 million invested, he
knows that at that time we invested a lot more than
$6 million.   There was $7 million in preferred
shares.  The $6 million is just in writeoffs and we
know there was $12 million guaranteed plus I
understand that there was money for marketing as
well that went into the company. So saying it was
$6 million is something that I believe is a lot higher.

A lot of what you were talking about was allowing
the market place to do its work.  And you at the
time were the Minister, where you didn’t allow the
market place to do its work.  You went in and tried
to help control the market place be being Minister
and by being involved in the industry.  So therefore
I guess you’re saying that the government at the
time made a huge error in getting involved in the
food processing industry.

Well, all I can say is you created the problem.  You
just can’t throw your arms up in the air now and
say let’s forget about it.  Because there are a lot of
jobs at stake, there is a lot of taxpayer’s dollars
and for that reason I believe we have to get to the
bottom of this and find out what is going on.
Because as we can see from members, even on
the  government side that sit on Executive Council
committees, they don’t even know what’s going on.
So if they don’t know what’s going on, who does
know what’s going on.  We have to get to the
bottom of this and I believe it’s very important for
not only Islanders to know but for the workers and
for the company itself.  Thank you, Mr. Chairman.

Cletus Dunn (PC):   Question?

Ron MacKinley(L)Chair: All right.  The question
on the motion that’s before us on Public Accounts

by the Leader of the Opposition, Honourable
Robert Ghiz,  all in favour of that motion please
raise your right hand.   All opposed to the motion
raise your right hand.  The motion has been
defeated.  Jim and I will get together and decide a
date.  Is that okay, Jim?

Jim Bagnall(PC): For the next meeting?

Ron MacKinley(L)Chair:    Yes.

Jim Bagnall(PC): Sure. 

Ron MacKinley(L)Chair:    So Jim and I and the
Clerk.  Meeting adjourned.


