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STANDING COMMITTEE ON PUBLIC ACCOUNTS
Tuesday, March 2, 2004

10:00 a.m.

Tape No. 1

Ron MacKinley(L)(Chair): First we’ll start with the
approval of the agenda.  Is everybody happy with
the agenda that’s in front of them? Additional new
items, if anybody got any additions of new items to
the agenda?

Mr. Ghiz. Just before we start Mr. Ghiz, is it all
right if we revert to using names rather than
districts? Because the House of Commons uses
names. Mr. MacDonald made a great suggestion
during an agriculture committee that if you want to
refer to anybody refer by their first or second
name. Is that all right with the committee?

Some Hon. Members: I agree.

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

Hon. Robert Ghiz(L): Thank you very much, Mr.
MacKinley. I’d like to introduce a motion. It’s up to
the committee or yourself I guess, whether or not
we introduce the motion now or we add it to other
business at the end of the meeting?

Ron MacKinley(L)(Chair): Well sure. What’s the
committee feel on this? Would you want to deal
with the motion now or would you like to deal with
it in other business? 

Hon. Robert Ghiz(L): I’ll read the motion.

Ron MacKinley(L)(Chair): Just wait now. We
don’t need everybody talking here at once. Mr.
Ghiz has the floor and I’m the Chairman and he’s
recognized. Nobody else is recognized. We got to
get a little bit of order here that we’re not in here all
day. So when I go around the table, I’ll start with
Mr. MacDonald. Is it okay to read the motion as it
is? Let’s go this way. Does anybody in this room
object to reading the motion now?

Wilbur MacDonald(PC): Well, why don’t we wait
until other business and have it all done under
other business? We can adjourn the Auditor
General at quarter to 12 or something like that and
do it.  

Ron MacKinley(L)(Chair): Is that fairness to the
committee? Does the committee agree with that?
Is there any objections to that? We’ll have it when
we go to other business. Also, I have some
questions for the Auditor General on the hog farm
operation. It’s in your report, your previous
minister’s report. I want to add that to the agenda.

Jim Bagnall (PC):    That will fall under new
business.

Ron MacKinley(L)(Chair): Would you want to
have it under new business, other business? 

Jim Bagnall (PC):   Other business, yeah.

Ron MacKinley (L) (Chair):   Well this part here is
business so it can go. Secondly, I’ll be bringing up
the Lending Authority with preferred shares in the
hog operation of 495,000. Now that’s new
business. So the first business is old business, it’s
already been in the auditor’s report has been done
on it. The second part, are you in agreement then
that we do that with other business after?

Jim Bagnall(PC): Honourable Member?

Ron MacKinley(L)(Chair): Yes.

Jim Bagnall(PC): I think what we’ll do is we’ve
agreed we’ll let the Auditor General go until quarter
to 12 and at that time anyone that has anything in
new business, the committee will decide at that
time what we’re going to hear and what we’re not
going to hear.

Ron MacKinley(L)(Chair): Is that fine with the
committee?

Some Hon. Members: Sure.

Ron MacKinley(L)(Chair): Okay.

Hon. Robert Ghiz(L): Mr. Chair, I’d like to make a
point, I believe last time we had one motion on the
table and it took 15 minutes or whatever to get
through that and this time we seem to have--you
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have some more questions for the Auditor
General. Perhaps at your discretion you could
decide what would be an appropriate time to move
on to other business.

Ron MacKinley(L)(Chair): Well we need a half an
hour or so. We’ll see how we make out with the
Auditor General.

Jim Bagnall (PC):   Well, we’ll go to a quarter to
twelve.  If it takes longer, we’ll can go to a quarter
after.  

Unidentified Committee Member: That’s fine
with us.  It’s usually you guys that have the trouble
(Indistinct).

Ron MacKinley (L) (Chair):   Just one thing, Mr.
Ghiz has the floor.  The vice-chairman doesn’t
have the floor and I don’t like people to interrupt.
It doesn’t look (Indistinct). We are an extension of
the House here and really we got to have some
order. The meeting the other day with the hog
farmers, no offense to you Mr. Chairman, but it did
get out of order a lot. You’re the Chairman. You
can’t blame anybody but the Chairman. You can’t
blame anybody here.  The Chairman has control.
So now Mr. Bagnall, we’ll entertain your
suggestion there to go a little longer after 12. So
we’ll start with there then. So we could start with
the Auditor.

Richard Brown(L): At the last meeting, the
Auditor has seemed to have been reading the
report verbatim.  I’d recommend that we just go to
the recommendations, if that’s okay.

Ron MacKinley(L)(Chair): I want to leave it.
Would you repeat that again.

Richard Brown(L): Well the last time the Auditor
General has basically been reading the report to
us.  I’d prefer, you know, I read the report and all
members should be able to read and read the
report. If we could just go to the recommendations
and discuss each recommendation. Then we have
the back up information. Like it’s a good report
he’s done, he’s put all the back up information and
then his recommendation.  

Ron MacKinley(L)(Chair): So Mr. Ghiz, did you
have something? You had your hand up.

Hon. Robert Ghiz(L): Yes, Mr. Chair. We can all

read through the report and I’m sure that even the
Auditor General probably--it’s a lot of reading and
bottom line, we’re here to hear what his
recommendations are. We’ve all reviewed through
the report itself and I think just to get to, into more
of the question sessions, it would be much easier
just to go right into recommendations because
that’s what we’re here to look for, is to ask some
questions with regards to what’s going on.

Ron MacKinley(L)(Chair): Now, Mr. Ghiz and Mr.
Brown, I’ll explain it. I brought that up on numerous
occasions, the Auditor General’s Report.  In those
days, the committee felt that they needed the
Auditor to read it to him. They didn’t understand it
until he read it and they seemed to be able to
understand it and they were very busy at home
and out at work and they couldn’t read it at home.
So since there is some new make up, I see there
is a couple of the ladies aren’t here today that had
the problem, Eva Rodgerson had an awful problem
with records. This is what she said at the
committee meetings. 

Have you people agreed then--if you go to the
House of Commons, they go to the
recommendations and what takes place there, is
under the recommendations, you questioned the
Auditor in the recommendations. If there is
anywhere’s up to those recommendations that you
would like the Auditor to explain out, then you say,
like for instance, I would like you to explain on 458,
this section. So it’s more parliament doing it the
way it’s been suggested. For the Auditor to come
in here and read all through his report that MLA’s
had for a long time, I don’t think we need the
Auditor to read the report to us. The Auditor is here
to answer questions and especially on the
recommendations because we’re doing an audit
for value for money.  

So if that’s okay with the committee, we’ll go with
recommendations.

Cletus Dunn(PC): I sort of challenge that,
because a lot of the background information, the
recommendation is very, very general. It’s usually
dealing with policy and procedure. Where the
background information is more particular as to
exactly why the recommendation is there.

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

Jim Bagnall(PC): I think we should continue the
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way we’ve been going. We’ve been getting
through it and we’ve been getting everything
explained as it goes along to any questions that
we have and I don’t see any reason for change.

Ron MacKinley(L)(Chair): So what’s the feeling
of the committee? I’m going to have to cut you off
the debate. You people already had your chance.
Is there anybody else now that wants to say
something that hasn’t already been said? You
want the Auditor to read the report to you because
you understand it when somebody reads it to you.
And I could see that Dr. McKenna that you will
need somebody--you could understand that better
when somebody reads it to you.

Unidentified Member: (Indistinct) comment.

Ron MacKinley(L)(Chair): Why? Well he just said
it, he wanted somebody to read or you did.  Oh, so
you’d go with recommendations would you, Mr.
McKenna?

Dr. David McKenna(PC): I’m auditory and visual,
I work both ways.

Ron MacKinley(L)(Chair): You work both ways.
So you’re neutral on this. All right. So Mr. Collins,
what’s your position?

Wayne Collins(PC): I’d prefer the reading of it to
be quite frank because I think it also reinforces a
bit of what’s already gone before in terms of one’s
reading. It doesn’t hurt to read it again. As I
mentioned one time before, reiteration is
sometimes required. Also there’s the public gallery
aspect of it as well. I don’t think everyone in the
public gallery, whether it’s this committee or this
particular report or anything else. If something is
being read, I think it’s of benefit to the public as
well.

Ron MacKinley(L)(Chair): Well that’s fine, that’s
your opinion. Mr. MacDonald.

Wayne Collins(PC): You asked for my opinion,
and you got my opinion.

Ron MacKinley(L)(Chair): I got it.  That’s good.
Now Mr. MacDonald.

Wilbur MacDonald(PC): This is only my second
meeting. I’m new on this committee and I like the
way it was going last week. Let’s try it for another

day and see how we do.

Ron MacKinley(L)(Chair): The public gallery,
there is some reporters. I’m sure those reporters,
in all fairness to them, I thought Mr. Collins coming
from you from CBC that those reporters would
have read this report numerous times. But
obviously some people from CBC didn’t do that.
So with that, I’ll rule against my colleagues here
and we’ll continue the way we’ve been going.
There is no comments more, let’s start. We’re
going to start. You’ve won your argument, let’s go
on. Start off where you left.  You won your
argument, I’m not going to argue here all day.  

Colin Younker (Auditor General): We’re on page
38 on 4.32. 

Ron MacKinley(L)(Chair): Now, before we start
that page, does anybody got any questions on the
information that came back from the Auditor the
last session? The auditor has reported back to the
committee.  Have you even read your information
that came back? Have you got any questions on
it? No questions? My question to the Auditor on it
then it is, District 17 was one of the districts that
didn’t  get its full paving carried out. What was their
excuse for not doing it?

Colin Younker (Auditor General): There was no
reason given as to why it wasn’t done that way.

Ron MacKinley(L)(Chair): Could you check in to
find out if there is a reason or not?

Colin Younker (Auditor General): Can we check
in?  That’s as far as we. . .

Ron MacKinley(L)(Chair): Well which crew had
the priority patching plan  which was only partly
completed?

Colin Younker (Auditor General): Queens 17.

Ron MacKinley(L)(Chair): Yes we know, that’s
good. That’s great information. But then that leads
me to the question of why District 17--I assume
they would have the same amount of people in
different areas. So what happened, was there, did
this patching material disappear somewhere’s?
Like these are things that we got to look into. So
you don’t know, I asked you to find out. How many
contracts were awarded over 100,000? You have
got four. So does that mean not tendered?
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Colin Younker (Auditor General): Yes, four not
tendered.

Ron MacKinley(L)(Chair): And what is the criteria
for tendering? 

Colin Younker (Auditor General): Anything over
$100,000 has to be approved by the Treasury
Board.

Ron MacKinley(L)(Chair): And this wasn’t
approved? Now do you know when these
contracts--what were they for?

Colin Younker (Auditor General): The contracts
were for spreaders.

Ron MacKinley(L)(Chair): For spreaders.

Colin Younker (Auditor General): Yeah. For
recapping work.

Ron MacKinley(L)(Chair): Well did they rent the
spreaders or did they do paving on roads?

Colin Younker (Auditor General): The private
sector did the recapping with their spreaders.

Ron MacKinley(L)(Chair): All right. Now when
was this award put out? Was it handy election
time?

Colin Younker (Auditor General): I don’t have
the exact date.

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

Colin Younker (Auditor General): Yeah.

Ron MacKinley(L)(Chair): Another thing I have
here leads to another question. Were these people
that got awarded these contracts at $100,000 that
weren’t tendered, we were getting handy election
time. Were they contributors to the PC Party too?
Like this is a lot of money. There is 400, near half
a million dollars that was handed out here that
didn’t go through the proper channels. We have
major problems in Ottawa where there was $100
million. But also when you revert it back to PEI
there is $400,000 right here, four contracts for
value for money. Why weren’t they put out for
tender? This is very strange you know. If you could

dig in some more information on that item and an
item on the crews, the rest of it, I’m all right with.
So if you bring more--can you find out more
information.

Colin Younker (Auditor General): Yes.

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

Wilbur MacDonald(PC): Thank you. Can you tell
us also who were the contractors, the four
contractors?

Colin Younker (Auditor General): Yes we can
get you the four contractors.

Wilbur MacDonald(PC): And I want to go back to,
at the last meeting we had, there was some
discussion on priority patching plan. I notice that
Queens 6th South did not have a priority patching
plan. I am surprised to see that because in the six
districts we have a south and a north crew.  We
have two crews because it’s a large district. And
north must have had a priority patching and it
would be under the same form and the same
people. Why was the reason that six didn’t have,
the south one? Is it because they had to change
their plans part way through, do you know?
Because I think we had some discussion on that
last week and I wasn’t quite happy with the fact
that a priority patching plan can change because
of the break up of roads quite quickly. I gave you
an example of a forestry guy completely destroying
a road on us in one year and that likely changed
all, like  everybody’s plans.  I don’t think they
should be criticized for that. That I guess is what
I’m coming to.

Ron MacKinley(L)(Chair): We’ll get the details on
that.

Wilbur MacDonald(PC): Okay, I appreciate that.

Ron MacKinley(L)(Chair): So that’s District 6, that
would be Mr. MacDonald’s district. Which crews
did not have a priority patching plan? So in your
district you don’t have any priority patching plan?

Wilbur MacDonald(PC): No, as I said, Mr.
Chairman, we have two crews.  We have a large
district.  We have a north crew and a south crew.
Obviously, the north crew had a priority patching
plan, under the same form and under the same
direction and so on. I just don’t understand why the
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south part of that, double crew.  There may be a
reason for that.

Ron MacKinley(L)(Chair): Maybe we should
(Indistinct). Who is charge of that, Gordie Lund?

Wilbur MacDonald(PC): Yes.

Ron MacKinley(L)(Chair): Maybe we should look
at bringing him in on some of this. We can, Mr.
MacDonald, if the committee so decides to bring in
people, the Department of Highways, we can bring
in the Deputy Ministers, whatever we decide here.

Wilbur MacDonald(PC): I have great respect for
Gordie Lund by the way.

Ron MacKinley(L)(Chair): I never said there was
anything wrong with him.

Wilbur MacDonald(PC): No, I know.

Ron MacKinley(L)(Chair): But it’s quite obviously,
he didn’t have a crew, he didn’t have a priority
patching crew for your area and he can’t blame
you, you’re the MLA.   Mr. Dunn.

Cletus Dunn(PC): I would like the Auditor to
check in to on those contracts, were they
negotiated contracts and were they similar for all
four?

Colin Younker (Auditor General): We’ll get the
back up on those.

Ron MacKinley(L)(Chair): All right. Yes, Mr. Ghiz.

Hon. Robert Ghiz(L): Thank you very much. The
four contracts over 100,000, how much were they
worth?

Colin Younker (Auditor General): 2.9.

Hon. Robert Ghiz(L): 2.9, so 3 million. So how
would one go about then putting out  those
contracts? Would it be just like a call from the
Premier’s office saying, give this to the Deputy
Minister of Transportation and Public Works,
saying give out this contract or would there be a
negotiation or what would happen? How would it
go out if it didn’t go through the proper channels
and two, is it allowed to even go out like this? Like
are they breaking rules or.

Colin Younker (Auditor General): Well the
Treasury Board policy says anything over 100,000
has to be approved.  

Hon. Robert Ghiz(L): So they’re breaking the
rules.

Colin Younker (Auditor General):    By Treasury
Board.

Honourable Robert Ghiz (L):    So they’re
breaking the rules.  

Colin Younker (Auditor General): We’ll get the
details on how they negotiated it.  

Hon. Robert Ghiz(L): But technically speaking,
they’re breaking the rules. 

Colin Younker (Auditor General): Yes.

Hon. Robert Ghiz(L): So you’re going to get the
details back to us on whether or not, Peter
McQuaid picked up the phone and called the
Deputy Minister of Transportation and told them to
go do the paving. Well, somebody has to make the
call at the end of the day and we want to know
who has the power to give out $3 million of un-
tendered contracts. We’re seeing right now 50
million gone down the tubes for Polar. We’re
seeing irresponsibility with the Meteor Creek
drilling for natural gas.  No protection of Islanders
and now we’re seeing that there is someone in
government that can pick up the phone and just
give out $3 million without being accountable to
anyone. 

So what we want to know is what the process is
going on here and how someone can get away
with breaking rules such as this. 

Colin Younker (Auditor General):    Well, get the
process.

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

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

Cletus Dunn(PC): I understand too that part of
this is negotiated with the Road Builders
Association. So you may want to check on that
too, because I think that was where the agreement
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came from when we negotiated a price was
designed with (Indistinct).

Ron MacKinley(L)(Chair): The only thing is Mr.
Dunn. The Road Builders Association doesn’t run
this Legislative Assembly.

Cletus Dunn(PC): It never did.

Ron MacKinley(L)(Chair): It was done through,
well I’m starting to wonder sometimes.  Mr.
Younker will look into it and the Road Builders,
what are they negotiators (Indistinct). If you give it
to the Road Builders, they’d take it all. You know
that. And I don’t blame them. But they would. I
mean I’m not arguing with them, they would. But
this is why we have an elected system, that’s why
we have rules and guidelines is to make sure that
there is no money disappearing or deals that were
given out that there was too much commission
made on it. So if you could start, Mr. Younker.

Colin Younker (Auditor General): Page 38. 4.32
Unpaved Roads and Roadside Maintenance. In
addition to the pavement maintenance and
recapping the Division carries out other activities
designed to maintain and enhance provincial
roads. These activities are primarily carried out by
the utility crews in each zone. They spend
approximately $12 million per year on these
activities, and they include; culvert installation,
culvert repair, ditching, guardrail repair, shoulder
repair and sweeping.

The Zone Supervisor is responsible for planning
the maintenance activity in the zone in consultation
with the County Superintendent. We were advised
that there are no documented plans for roadside
maintenance. An informal system of planning
increases the risk that resources may not be
allocated to projects for which there is the greatest
need.

The Division spent approximately $12 million in
providing unpaved road and roadside maintenance
activities. This included 4,900 person weeks of
labor. This magnitude of Division resources
supports the need for documented identification of
maintenance needs and prioritization of the work
by County.

Cletus Dunn(PC): I have a question for the
Auditor.

Ron MacKinley(L)(Chair): Cletus.

Cletus Dunn(PC): I guess, is there a form that the
zone supervisors fill out in regards to maintenance
or do they just put a piece of scratch paper and
send it in or is there. . .?

Colin Younker (Auditor General):    There is no
document.

Cletus Dunn(PC): No documentation at all.

Colin Younker (Auditor General):     No
document plan.  So the recommendation, that they
should prepare and implement a plan for roadside
maintenance which identifies the maintenance
activities required by zone, provides a work
schedule to address these requirements and
allocates resources based on the plan and the
work schedule.

Labor Resources - Summer Maintenance
Review the amount of labor used by the Division to
determine if it was reasonable for the maintenance
activities carried out. We compared the person
weeks of labor used for summer maintenance 12
years ago, when we conducted our last audit, to
the person weeks used in 2002-03 and found a
significant increase. The hours of maintenance per
kilometer  increased from approximately 46 to 71.
This represents additional expenditures of
approximately $1.5 million.

This wasn’t supported by a documented plan
indicating a significant change in summer
maintenance activities.  So we are recommending
that the Division should determine the labor
required to carry out summer maintenance
activities as established in a Divisional plan.
Management should prepare a summary showing
variances from the plan and provide explanations
for any differences.

Winter Maintenance
The Highway Maintenance Division is responsible
for winter maintenance on the Province’s
highways. The major activities are snow clearing
and ice control. Winter maintenance activities cost
approximately $17.2 million in 2001-02.

Snow Clearing
The Division clears approximately 2,150 kilometers
of road of which 540 kilometers are primary,
including Routes 1, 2, and 3. The remaining roads,
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totaling approximately 2,350 kilometers are
cleared by 26 contractors.

Division Operations
The Division provides snow clearing services on
primary highways, secondary roads and urban
streets.  We separated these services by type of
road due to the different equipment requirements
and costs. Based on costs for operators and
equipment maintenance, plus depreciation of
capital cost, we have summarized the cost in
Exhibit 4.2.

The primary highways have the highest cost of
winter maintenance. The major factors to this,
contribute to this cost are; the highways are wider,
they have additional passing lanes, plows are
equipped for salting and sanding and a higher
level of service is required for these highways.

The cost for snow clearing on secondary roads in
Queens and Prince Counties are comparable at
approximately $2,200 per kilometer. Kings County
has lower costs per kilometer. Difference in the
cost of snow clearing per kilometer can be
expected from one county to another. Our cost
analysis, however, showed a significant variation
for the cost of Divisional snow clearing on
secondary roads in Kings County as compared to
the other two counties. This is due in part to the
longer routes covered per plow. Any analysis of
the difference should consider all factors including
the economy and efficiency as well as the level of
service on the snow clearing operations.  Our
recommendation is that the Division should
determine the reasons for the lower cost of snow
clearing secondary roads in Kings County and take
action to address any opportunities to reduce costs
in other counties.

Tandem and 4x4 truck plows operate with a
wingman from mid-December to late March. We
were informed that private contractors operate
without wingmen for the entire season. The
graders and loaders of the Division is a single
operator. It was once a standard, the wingman’s
role was once standard due to insurance
requirements and industry practice. The insurance
requirement is no longer a factor and other
provinces no longer use the wingman on a regular
basis.  There are approximately 48 wingmen on
government plows with the cost of $370,000.

Ron MacKinley(L)(Chair): Now if I could just--has

anybody got questions up to this point? Mr.
Collins.

Wayne Collins(PC): I would just like to ask, under
urban streets in Queens County, 162 kilometers.
So Queens County is the only county where the
division actually does any snow clearing on urban
streets, is that correct? Is that a special agreement
with the City of Charlottetown? Do you know what
the background of that is, as opposed to what
Summerside gets nothing at all on their urban
areas?

Colin Younker (Auditor General): Not sure of the
background.

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

Dr. David McKenna(PC): I think when the Town
of Stratford was amalgamated that was six or eight
years ago, the streets at Stratford were already
plowed by the province and still continues that
way.

Unidentified Committee Member: Probably the
same as Cornwall.

Dr. David McKenna (PC):    Cornwall probably is
the same way as well I think.

Wayne Collins(PC): Does the Town of Stratford
pay for that?

Dr. David McKenna(PC): We pay taxes like
everybody else in the province does, yes.  Higher
taxes than everybody else in the . . . 

Ron MacKinley(L)(Chair): I have a question for
the Auditor. The $17.2 million in winter
maintenance activities, does that include paying
those 26 contractors who plow the roads?

Colin Younker (Auditor General): Yes, it
includes the plow contracts.

Ron MacKinley(L)(Chair): All right. Are those
contracts put out to tender or--do they tender those
plow contracts, like there is so many kilometers a
road or are they just handed out to them, hand
them out wherever they want? How does that
work, do you know?

Colin Younker (Auditor General): In 4.49.
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Ron MacKinley(L)(Chair): Where - 4.49?

Colin Younker (Auditor General): In 4.49 that’s
explained.

Ron MacKinley(L)(Chair): Well we’ll wait until we
go there, that’s fine then. Now another one.  Forty-
eight wingmen on government plows for a total
cost of near $370,000. Other provinces don’t use
those wingmen.

Colin Younker (Auditor General): No.

Ron MacKinley(L)(Chair): No. So I heard since
your Auditors report came out, have you checked
up and did a follow up on this?

Colin Younker (Auditor General): The
department is going to look at that.

Ron MacKinley(L)(Chair): Apparently what they
did, they give them all their (indistinct) tickets and
classed them as drivers now, so they’re not really
wingmen any more. They’re just sitting there as a
spare driver in case that driver falls asleep or gets
tired that’s running the plow. I don’t know how they
could sleep there, but Gail Shea said that they
could sleep there on that seat. So I’m just
wondering if other provinces aren’t doing it, I know
it’s  (Indistinct), but when will you get a report back
of exactly what they’re doing?

Colin Younker (Auditor General): We’ll have an
update on this recommendation when we have our
2004 report which is. . . 

Ron MacKinley(L)(Chair): Like our job here at
this committee as you know, and your job is to
work with you and you’re to work with us and we’re
to save taxpayers dollars to make sure that it’s
being spent the most efficient way. If you look at
near up to $17 million or so is handed out to
contractors that aren’t tendered, there’s a question
mark comes, and I’ve been on to this for a long
time. If you look at $370,000 for a wingman that
could be better off either driving a snowblower,
because we don’t have enough snowblower
operators I don’t think or enough government
snowblowers to widen back the banks. It doesn’t
make sense to me to have a wingman sitting there
when he could be out doing either running another
plow or running a snowblower or something.
These are questions about government--for audit
for money, value for dollars.  

So I’ll bring up the wingman at a later, or snow
contracts at a later date when you get to it. Does
anybody else got any questions before we move
on here?  You shall continue then.

Colin Younker (Auditor General): 4.48 - Private
contractors provide snow clearing on secondary
roads. Contract costs total approximately $4.8
million or $2,039 per kilometer. The overall
comparison between contractor costs and Division
costs for clearing secondary roads shows
Divisions costs to be approximately 8 per cent
higher in Queens and Prince County, while Kings
County is significantly lower.

Snow plowing services by private contractors are
exempt from the Public Purchasing Act and from
the contract services policy in the Treasury Board
Policy and Procedures Manual; however, the
policy also states in the case of snow plowing
services, the “rate package” negotiated with the
Road Builders Association must be approved by
Treasury Board. The contract rates are established
each time a rate package is negotiated with the
Road Builders Association. The Department could
not provide the Treasury Board approval for the
current snow clearing rate package.  And our
recommendation is the Division should ensure that
the Treasury Board approval is obtained for the
rate package negotiated with the Road Builders
Association for snow clearing contracts.

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

Jim Bagnall(PC): Back to 4.48. The total cost was
$4.8 million and Kings County was 8 per cent
lower than Queens and Prince. Is that a negotiated
price?

Colin Younker (Auditor General): No. That was
on for the division itself. Kings County was less.

Jim Bagnall(PC): Explain that.

Colin Younker (Auditor General): When we
looked at the cost of the division themselves, their
own costs for clearing snow.

Jim Bagnall(PC): For the department’s cost?

Colin Younker (Auditor General): Yes. That was
less in Kings County. We’ve asked them to look at
that and they’re going to look at that. So that’s not
the negotiating price, that’s their cost for the roads
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they clear.

Ron MacKinley(L)(Chair): I noticed where Kings
County costs less per kilometer to plow down
there. Some of it I don’t know, I’m not an expert,
some of it could be the weather. If they’re inclined
to get more like the Halifax weather.  I know one
time Allison Ellis use to tell us in here that they had
to go by Northern New Brunswick, their weather,
up west, say for instance compared to ours.  It
could be in the snowfall, it could be in a lot of
things. But just before you go here, getting back
to--so these, the government sits down, highways
and negotiates with the Road Builder, to who gets
the contracts?

Colin Younker (Auditor General): That’s how
they negotiate the rate.

Ron MacKinley(L)(Chair): Oh the rate.

Colin Younker (Auditor General): Yeah.

Ron MacKinley(L)(Chair): How do the contracts
get given out if you don’t put it out for tenders?
See basically, what you are doing, you got the
government sitting down negotiating with the
people who are looking to do the work for the rate.

Unidentified Member: No, it’s not.

Ron MacKinley (L) (Chair):   It’s not?  

Tape No. 2

Cletus Dunn (PC):    The Roadbuilders
Association. . .

Ron MacKinley(L)Chair: Well the Roadbuilders,
the president of the Roadbuilders, I believe got an
awful pile of work from this government negotiated
that wasn’t put out for tender. I believe he only also
hauled all that compost fill back but that’s another
matter for a later date.

All I’m saying is Mr. Auditor, in your opinion, and I
don’t expect you might not have an opinion on this,
but if the government put out these routes for
tender, public tender, for these snow clearing
operations by every three years or something,
wouldn’t that seem better then sitting down with
the Roadbuilders–the Roadbuilders Association
are plowmen, they are sitting down with the
plowmen. And if the Liberal’s were in power, the

Liberal’s plowman gets the job and if the
Conservative’s are in power, the Conservative gets
the job. Basically that’s how it works, you guy
know that. 

Now would it not be better when we are facing
financial problems, like we have today, would it not
be better that if this went out for tender. Would we
not save, like there’s $5 million worth of plowing
here. And everybody I know is looking for those,
that work to do that plowing. Like this plowing is
not--this plowing basically what you got is you got
equipment that you are not using in the winter
because you can’t haul shale in the winter, you
can gear it up and haul a plow. Plow snow half the
winter and the government is doing the same thing
and it’s good.  Highways are using plows and
trucks that they haul shale or asphalt or whatever
in the summer and they put plows on and use
them in the winter. That good, that’s utilizing
services. But with that kind of money, would you
not think it would be better if they put it out for
tender, what’s your opinion on that?

Colin Younker (Auditor General): You would
have to look at the tender process. You have to
look at the how the negotiation goes, how the
negotiation is being done now and how they arrive
at that cost of what they negotiate.

Ron MacKinley(L)Chair: Well can you look into
that?  Like I mean this is auditor money. Look into
how they negotiate. They sit down, basically
highways would sit down with the Roadbuilders
Association which Roadbuilders Association is a
group of contractors who formed their own
association, that’s what they are. 

Cletus Dunn: Not necessarily.

Ron MacKinley(L)Chair: Well maybe some of
them don’t drive the plow actually themselves, but
some of them do too. So if you could look into that.
Now I have a question from Mr. Collins? 

Wayne Collins (PC): Thank you Mr. Chair. Mr.
Younker, the rate package I take it is negotiated on
an annual basis, is it?

Colin Younker (Auditor General): Three years.

Wayne Collins (PC): Every three years. Okay and
is it only the amount per kilometer that is
negotiated or is it more detailed then that in terms
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of amounts per kilometer depending on the type of
equipment being required and does it get into any
other things about conditions that might be
outlined in a further contract that some of these
people may secure from government?

Colin Younker (Auditor General): There’s a lot of
details in it. I don’t have the background.

Wayne Collins (PC): In the rate package
negotiations?  I see.

Ron MacKinley(L)Chair: Mr. Younker if you
could, for Mr. Collins, I don’t want to interrupt you
Mr. Collins, but if you could bring back the details
for the committee like so we can look at--I know
one time,  you got to have a plow and you got to
have a snowblower for every so many kilometers,
that’s a thing to blow the snow. Then you got to
also--at one time if the snow--it was based on so
many centimeters per month and if it went above
that you got more, if it went below that you got
less. Now whether that’s still the same I don’t
know. All I know is there seems to be an awful pile
of people looking for these snow contracts so they
bet be pretty lucrative. 

Our job in here on this committee is to protect the
taxpayers’ money and get the best possible deal
we can for the taxpayers in the Province of PEI. So
if the auditor would look into that, we will continue
and you can report back and like if I could sit down
and negotiate a contract with somebody to pay me
more and there is only two (Indistinct) work, I
mean, anyway that’s. . . continue, Alright.

Jim Bagnall(PC): On 4.49, you’ve already read
that I believe. The snowplowing services by private
contractors are exempt from the Public Service
and Purchasing Act. Explain that?

Colin Younker (Auditor General): They don’t
come under the act. The Public Purchasing Act
describes the procedures for purchasing and for
contracts. So they are exempt under that, it’s done
with a negotiation process with the Roadbuilders
Association. 

Jim Bagnall(PC): So, instead of being, it’s just to
sit down with a negotiated price and that’s
acceptable with the act.

Colin Younker (Auditor General): Yes, based on
the act. It is exempt under the act. 

Ron MacKinley(L)Chair: In other words the
snowplowmen are exempt from the purchasing
act, that means ..if there is nobody in purchasing
overseeing it and from contracts service policies in
the Treasury Board, that means that Treasury
Board doesn’t look into it and the Procedures
Manual, their exempt from it. However, the policy
also states that in the case of snowplow services,
the rate package negotiated but basically what
they are doing is sitting down with themselves
negotiating with themselves and the government,
they’re highways for these rates and what I’m
wondering and I ask the auditor to find out how--if
we could save money without the tender. The
rates aren’t even looked at by Treasury Board or
anything.  They’re exempt to all government rules.

Dr. David McKenna(PC):  Mr. Chairman, it has to
be approved by Treasury Board. If you read further
there, the rates packaged negotiate with the board
Roadbuilders must be approved by Treasury
Board.

Ron MacKinley(L)Chair: No, that’s a
recommendation.  Is it approved now?

Dr. David McKenna(PC): That’s in the policy now.

Ron MacKinley(L)Chair: Alright, the department
could not provide the Treasury Board approval for
the current snow clearing rate package.  See the
department could not provide the Treasury Board
approval that’s your government that you are a
member of now. What the auditor is
recommending here, Mr. McKenna, and I stand to
be corrected, the division should assure that
Treasury Board approval is obtained for the rate
package to go to the Roadbuilders Association, the
snow clearing so I’ll ask the auditor this question.
When you were doing your audit, did you find out
that Treasury Board did not approve the package
that was negotiated with highways, the
Department of Highways like Gail Shea and also
the Roadbuilders?

Colin Younker (Auditor General): Yes, they
couldn’t provide the approval.

Ron MacKinley(L)Chair: They couldn’t provide
the approval, see. So what you are saying is they
should of been able.

Colin Younker (Auditor General): Yes.
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Ron MacKinley(L)Chair: So they broke their own
rules when they did that?

Colin Younker (Auditor General): They should of
provided...yes.

Ron MacKinley(L)Chair: So they broke their own
rules. Like I mean, this really doesn’t look good to
me.  Like when you’re looking at this and I’ve been
here for quite a few years and I’ve been pushing
this on different times. 

They are exempt from every rule in the book,
except it’s got to go for Treasury approval for the
final approval of the negotiated roadbuilding.   It
doesn’t tell you who’s getting the contract. All that
tells you is this is the rate that the roadbuilders and
the Department of Transportation, Gail Shea and
her people have set up. This is the rate. And they
don’t even go to Treasury Board for approval for
that. So there’s no wonder we are near $80 million
in debt. These are why we are here on a
committee, a non-partisan committee trying to help
the government to spend their money wisely.  So
if you can look into that for us that will be great.
Continue.

Colin Younker (Auditor General): 4.51 The
equipment requirements for contractors are clearly
defined in the contract. Equipment is required to
be on standby starting November 1 and
operational by November 15. A standard
equipment inspection checklist is completed by
Division staff for each piece of equipment.
Deficiencies are noted and subsequently followed
up when staff are in the contractor’s area.

We reviewed the processes for monitoring
contractor compliance with equipment
requirements on a sample basis and noted the
following: not all equipment was confirmed as
operational when required by the contract;
equipment checklists for some required equipment
were not available; where equipment problems
were noted, we could not locate a formal record
confirming that repairs had been made; and
equipment checklists were not consistently signed
by both the Department inspector and the
contractor’s representative.  We’re saying they
should ensure that equipment requirements
outlined in the contracts are adhered to and any
deficiencies in contractor equipment are corrected.

Ron MacKinley(L)Chair: So basically what you

found, and I stand to be corrected, is that under
the contract for plowing, these people got to have
certain plows, got to be in  (Indistinct) certain
equipment right, is that right?

Colin Younker (Auditor General): It’s got to be
ready by November 1st.

Ron MacKinley(L)Chair: Yes. So what you are
saying is the department never even went out and
checked it?

Colin Younker (Auditor General): They went out
and checked it.

Ron MacKinley(L)Chair: Right.

Colin Younker (Auditor General): But not all the
equipment was ready, some of the loaders weren’t
operational. Some of the checklist weren’t
available for some of the equipment. 

Ron MacKinley(L)Chair: Right.

Colin Younker (Auditor General): And then we
can not locate a formal record confirming that
repairs had been made, where equipment
problems were noted. So there were some things
noted but we couldn’t find whether they followed
up on.

Ron MacKinley(L)Chair: So what you are saying
is the Roadbuilders, I get this right, the
Roadbuilders negotiated a contract with Gail Shea
and her department and then they skipped
everybody’s approval, Treasury Board, everything
and then when they got their contract, the people
got their contract, had to have the equipment
ready by a certain period of time cause they are on
standby or they are getting paid--are they getting
money for this?

Colin Younker (Auditor General): They are on
standby starting November 1st in  operation....

Ron MacKinley(L)Chair: Alright. So they are on
standby. So they must be getting some money for
that. When you got out, you couldn’t even find
some of the loaders that were supposed to be
doing the plowing. Like if you think there is no
politics in this, what is? This is a major, major
problem and, alright go ahead.
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Dr. David McKenna(PC): My question is what
percentage of this--you have a blanket statement
saying it’s not ready. Is it one per cent, two per
cent, five per cent, do you have a rough figure of
what is not ready or what is not available or what
records you don’t have?

Colin Younker (Auditor General): I don’t have
her sample size. 

Wayne Collins (PC): So when you are talking
about deficiencies in equipment and that. Do you
know...there are deficiencies and then there are
major deficiencies and  there’s equipment repair
required that are minor and some of the repair
that’s major, has to be done, for the safety of the
general public and the operator. Can you give us
an idea when you talk about deficiencies here on
a scale of one to ten, are we talking pretty serious?
I know you are not a mechanic, but ...

Colin Younker (Auditor General): I don’t have
that. . .

Wayne Collins (PC): No. Alright.

Colin Younker (Auditor General):    . . . none of
that information with me.  

Ron MacKinley(L)Chair: But it’s pretty serious,
Mr. Collins, when you go out and there are loaders
supposed to be plowing the roads. The contractor
is getting paid for them and there’s not even a
loader around, they can’t find them.

Wayne Collins (PC): That’s not what the Auditor
General has said here. 

Colin Younker (Auditor General): It says loaders
weren’t operational. 

Ron MacKinley(L)Chair: Maybe didn’t have a
motor in them or something or didn’t have brakes,
whatever. So they did have the loaders there, they
just weren’t working?

Colin Younker (Auditor General): Yes.

Ron MacKinley(L)Chair: The snowplow gear was
accountable for?

Colin Younker (Auditor General): Yes. 

Ron MacKinley(L)Chair: But they just weren’t
working. So Mr. Dunn. Or Mr. MacDonald

Cletus Dunn: My question for the auditor. It
seems there seems to be a lack of checks and
balances in the system. 

Colin Younker (Auditor General): Yes.

Cletus Dunn: Who is responsible for that?
Especially in the snow clearing. Not the zone
supervisor? It just says staff within the area. 

Colin Younker (Auditor General): I don’t have a
level of staff.

Cletus Dunn: Pardon.

Colin Younker (Auditor General): I don’t have a
level of staff.

Cletus Dunn: Okay.

Mr. MacDonald: Mr. Chairman.

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

Mr. MacDonald: I just want to make a note that I
agree if a check list is made and the material and
equipment is not operating. It should be operating,
but just the other day, I noticed that one of the
contractors smashed his blower which is very
though--so he had to go out and hire one, and
there’s a local farmer with one of those great, big,
large blowers. So if the contractor doesn’t have his
equipment ready and you get a storm like we had
in the last couple of weeks, it’s going to cost him
money, one way or the other. So it’s to his
advantage to have everything working, especially
when you get a winter like this. So he ended up--of
course as you know snowblowers are very busy
and really in some areas they are the only thing
that’s working really good now is to get snow off
the road. This morning before I left right by the
house there was a snowblower, a government
contract and they were both busy trying to get the
snow back. 

I would suggest to contractors it’s going to cost
them a lot more money to hire people then it is to
have their equipment ready. But they should be
ready and the department should make sure that
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all equipment is working before the snow comes.

Ron MacKinley(L)Chair: Mr. MacDonald, Mr.
Younker the only thing I see in all fairness to that
contractor smashing his blower, accidents do
happen. He could put a box or rail in and it does
happen. What we are referring to here is
November 1st, I stand to be corrected. I don’t think
they put much--they wouldn’t smash much
equipment or no reason not to have it ready by
November 1st cause there is hardly any snow on
the ground at that time.  

I can see equipment breaking down which you
always get.  Mr. Bagnall.

Jim Bagnall(PC): Un-operational, as far as
equipment is concerned in your comments. Would
a tail light out equal un-operational?

Colin Younker (Auditor General): I don’t have
that degree of fact (Indistinct) .

Jim Bagnall(PC): Because if it doesn’t pass the
standard if they said the taillights were out then
your equipment is un-operational. Because it has
to have the taillights in properly before you can
make it work. I’m just wondering when we put
blanket statements in like we have here and it
really is a blanket statement because we can’t tell
whether there’s major breakdowns or there’s major
equipment that’s un-operational or is it a minor
thing like their ...a taillight out or is it that the
transmission is out of the machine that they are
suppose to be working with. We have no way of
knowing whether they are minor or major and that
when the guy inspects it says, it’s not operational
because the taillight is out so the guy replaces the
taillight, but if he doesn’t go back to check it still
stays in the report as being un-operational. 

I guess that’s what I’m saying when we get a
statement that is broad like that. We have no way
of knowing whether it’s a five minute repair job or
a five month repair job. I guess that’s something in
the inspection reports that we should know
whether the equipment is actual operational or non
operational. Operational is if a taillight is out or a
brake light is out, you know on a machine. The
inspector is going to say that that piece of
equipment is un-operational because it has to
have the taillights replaced before they can use it.
That could be done the next day, but if he doesn’t
go back to check, it still stays on the report as

being un-operational so I just would like to know
sometimes on these things whether they are
actually major repairs that are problems with these
machines or are they minor stuff that can be fixed
in a day and they are operational the next day?

Ron MacKinley(L)Chair: I think....

Jim Bagnall(PC): I’m asking the Auditor General,
not the Chair.

Ron MacKinley(L)Chair: No, I thought you were
done.

Colin Younker (Auditor General): We can go
back to the file and find out examples if you like
what some of the issues were. 

Jim Bagnall(PC): Okay, thank you.

Ron MacKinley(L)Chair: Yes, I was going to
suggest to the Auditor General to get back to us on
4.52. Get all the information that you possibly can
and take it to the committee. I know in all fairness,
our Department of Transportation if a taillight is out
and it’s broad daylight the plow keeps going and
they have mobile service. I saw them out in our
area, two taillights were out. The plow just kept
going plowing and if it was broad daylight and then
half an hour later the service truck came along and
fixed the taillights. But you got to remember those
people are out in the worst type of storms possible,
but I saw--November 1st there shouldn’t be
anything out. That’s the point we are trying to
make here. There’s been no snow or anything and
these things are ready to go. In all snow
equipment you are going to have breakdowns, you
are going to have lights breaking and everything
with the banks and everything. In February, in
January but this is April 1st, correct or November
1st.

Colin Younker (Auditor General): Yes.

Ron MacKinley(L)Chair: And that’s when there is
no snow on the ground. So Mr. McKenna.

Dr. David McKenna(PC): I have a question. I was
just wondering is 4.52 necessarily saying is
November 1st or is that just during the year
sometime during the year you are doing this check
list. It doesn’t explicitly say that in 4.52.

Colin Younker (Auditor General): It’s the
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beginning of the year.

Dr. David McKenna (PC):    The beginning of the
year.

Ron MacKinley(L)Chair: The auditor said it. So if
we could--Mr. Brown. Jim.

Jim Bagnall(PC): I guess what my thing is I know
the inspections take place. And I know that they
take place before November. They take place well
before November. So that the contractors are
supposed to have their equipment inspected if
there is anything wrong with it to have it
operational by November 1st. Does anywhere in
your report say that November 1st, that any of
these equipment was not prepared to operate?

Colin Younker (Auditor General): We would
have to go back to the file.

Jim Bagnall(PC): Because I know that in our
area. I’ve seen the inspectors in there doing
equipment. That’s in either the last part of
September or October so that the contractor has to
have his equipment ready and operational for
November 1st not working. So..and that’s part of
his agreement. So basically when the inspection
takes place ,it takes place quite awhile before
November 1st. So that if there is anything wrong
when they do their inspection that the contractor
has the time to do his repairs, to be operational by
November 1st.

Colin Younker (Auditor General): We will get
some details.

Jim Bagnall(PC): Yes, and I’d like to know that
because what we are saying there or what the
honourable member here is saying is that
November 1st none of this equipment was ready to
or operational and what I’m saying is when the
inspections were done that they have the time and
to  have them ready by November 1st. And I guess
that’s a comment I’d like to check and find out from
the department,  was there on November 1st, was
all equipment from the contractors operational and
ready to go?

Ron MacKinley(L)Chair: Now you read 4.51 here
Mr. Younker, and here is what the requirements
are. Is equipment for contractors are clearly
defined in the contract. Equipment is required to
be on standby which you told the committee here

it is also in front of you, starting November 1st, and
it’s supposed to be operational on November 15th

. In other words they inspect this equipment from
November 1st to November 15th for your
information. I don’t think they are out in June or
July inspecting equipment and I didn’t say all the
pieces of equipment weren’t, I said some pieces of
equipment but auditors said (Indistinct) if you could
spend less time trying to protect your government
and a little more time protecting the taxpayers we
would do a lot better here. 

A standard equipment inspectors checklist is
completed by the Division staff for each piece of
equipment. Deficiencies are noted and followed up
when staff are in the contractors area. So it’s
basically from November 1st to November 15th this
equipment is to be ready and it looks like they
inspect it from November 1st to November 15th.
They don’t go in there in October inspecting
equipment....

Jim Bagnall(PC): I’d like to check....

Colin Younker (Auditor General): We’ll check it
out.

Jim Bagnall(PC): I asked that question and I
would like to know when the inspections take
place.

Colin Younker (Auditor General): We will check
the dates.

Jim Bagnall(PC): Thank you.

Colin Younker (Auditor General): Ice Control
Sand and salt are used primarily for ice control on
provincial highways. In general, salt is spread on
approximately 500 kilometers of primary highways
and sand is spread on the remaining 4,000. 

Salt is used on primary highways of the province
which include the Trans Canada as well as Routes
2 and 3. These roads are maintained by the
Division with vehicles that are usually combination
plows and salt trucks. In 2001 - 02, the 24
combination plows spread over 15,000 tonnes of
salt at a rate of almost 500 kilograms per kilometer
per day. According to the Storm Response Guide,
the standard application ranges from 130
kilometers to 200 kilometers depending on wet
snow or pavement above freezing. The actual
application rate would mean that on average at
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least 2.5 applications were made per day. This
rate appears high in relation to the standard
developed by the Division and should be reviewed.
The Division should follow up on the high
application rate for salt, and take corrective action
if necessary.  Sanding. . .

Cletus Dunn: Excuse me, Mr. Chairman.

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

Cletus Dunn: Do you check that from year to year
like the amount they use or is it consistent or are
we on the upswing that there was a more demand
for salt or ...

Colin Younker (Auditor General): In their follow
up they said that now they have computer
spreader equipment on all the trucks, so they’re
going to monitor it more closely.  

Dr. David McKenna(PC): Is there--Mr. Chairman.
Is there a temperature that’s. . .
Ron MacKinley(L)Chair: Mr. McKenna.

Dr. David McKenna(PC): ...it’s so cold that you
cannot put salt out. Do you know that?

Colin Younker (Auditor General): Yes.

Dr. David McKenna(PC): Do they adhere to that?
You know, the public gets pretty panicky when
there is no salt on the road regardless of the
temperature. Do you if that happens sometimes as
well?

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

Dr. David McKenna(PC): Not sure.

Ron MacKinley(L)Chair: There is a certain time
at high winds and that they got to put sand on it
because the road is so cold. The Department of
Highways, I think made some, a slight
improvement, especially on the Trans Canada
where they go out and try to get salt on the road.
People phone me up and say, why are they salting
the Trans Canada. There’s no snow. They try to
get salt on before the snow falls, so that when it
freezes the salt will be under and eat up through.
And if you look at the highway from No. 222 or
something, by your place there, I was up there last
week. What’s yours 222 is it?

Colin Younker (Auditor General): 225.

Ron MacKinley(L)Chair: 225, alright. I went up
225 last week one day and I was surprised the
road looked like it was bared right down to the
pavement so sure it wasn’t good the day it was
storming, it wasn’t good in the winds with the cross
banks, but basically the salt service to me on the
major highways, we have some problems with the
sand but the salt really eats through and the
Highways have made some improvements there.
I’ve noticed over the few years. Continue.

Cletus Dunn: Mr. Chair, where are we purchasing
our salt now? Any idea.

Colin Younker (Auditor General): It’s made by a
salt company in Pugwash. 

Cletus Dunn: Because at one they use to ship it
in from Ireland, it came by boat. 

Sanding
Almost all sanding in the Province is done under
small sanding contracts. There are 60 operators
using trucks with sand boxes provided by the
Division. Sanding routes total almost 3.600
kilometers which is an average of 60 kilometers
per operator. 

We reviewed the sand usage for each operator in
2001-02 based on Division inventory records. The
average spreading rate was 23.4 tonnes per route
kilometer for the season. Of the 60 operators, 10
reported usage of less than 75 per cent of the
county average and 12 reported usage of more
than 125 per cent. We were unable to obtain
documentation confirming that such large
deviations were identified and followed up.

An issue with respect to sand trucks is whether
they are the most cost effective solution to winter
maintenance. The cost of sanding averages $300
per kilometer of road. It may be feasible to save
some of this cost by converting contractor plows to
combined plows similar to those used on primary
highways. The advantages could include reduced
costs to the Division, and flexibility in snow
clearing and ice control with a single vehicle.  

Our recommendation is Highway Maintenance
Division should monitor annual sand usage of
contractors and ensure significant deviations from
normal use are explained.  And the Division should
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example the feasibility of converting snow clearing
and sanding contracts into combination contracts
on suitable routes.

Division Equipment
The Highway Maintenance Division uses heavy
equipment such as graders, loaders, blowers,
trucks, tractors, asphalt spreaders and rollers. In
addition, they use various light duty vehicles to
transport employees, smaller pieces of equipment,
and materials. The total value of equipment owned
by the Department is estimated at $26 million.
Heavy equipment accounts for approximately $23
million of this total.

Equipment Replacement
The Division has an equipment replacement policy
requiring five year forecasts of requirements. The
policy uses fleet age indicators to identify sections
of the fleet requiring replacement. The status of
the equipment by major type is included in  Exhibit
4.3.

Exhibit 4.3 indicates that several types of
equipment have a significant number of pieces
over their optimum age which require replacement.
For example, 10 graders of 29 in total are more
than 20 years old. The large number of older fleet
equipment in service would result in higher
maintenance costs and less reliable equipment.
The cost to replace equipment which is beyond its
expected useful life is estimated at $7.6 million.
The Division’s equipment purchases for the 4.5
years from April 1998 to October 2002 totaled $4.6
million.

We expected the Division to have a plan
supporting purchase decisions which was related
to the equipment replacement policy. The Division
could not provide a current plan.

Recommendation - The Division should update the
plan for replacement of equipment. Forecast
needs and an evaluation of what equipment is
most suitable to meet these needs should be
considered

Ron MacKinley(L)Chair: Mr. Brown.

Richard Brown(L): Thanks Mr. Chairman.
Number 1,  4.61, converting the sanding trucks
into plows. I noticed when I was on the Public
Works, chairman, in the City of  Charlottetown. We
put plows on our salt trucks. Very efficient, we

even got some underbelly plows that’s underneath
the truck itself. They are a very efficient piece of
equipment, they do the plowing and the salting and
the sanding right at the same time. So has the
department looked into this since this report?

Colin Younker (Auditor General): The followup
is that they are going to look into this.  

Richard Brown(L): But this report is 2003, when
would they have gotten this recommendation?

Colin Younker (Auditor General): They would of
gotten this recommendation last January. That
right?

Richard Brown(L): So they are going to look into
it next year or the year after? Well we will get a
report back anyway.

Colin Younker (Auditor General): As the
contracts come up, they are going to have a look
at it. In their follow up on that.

Richard Brown(L): And when is that?

Colin Younker (Auditor General): 2006, some of
the contracts are up.

Richard Brown(L): Well I recommend that  they
should look at it right away because it’s a major
saving in the City of Charlottetown. A lot of cities
and other places even use the garbage trucks.
They put plows in front of their garbage trucks and
when they go around collecting garbage, the plow
is in front of the truck. There are other ways to do
things. Instead of going down the road twice, this
way you go down the road once and get both jobs
done at once. 

Also the equipment division, I agree with you 100
per cent here that we have to look at a
replacement program. A lot of companies think
that all they need to do is put one more battery on
or one more piston in or one more clutch and that
truck is going to last and it never does. There’s
tonnes and tonnes of evidences out there that a
certain life cycle in a piece of equipment it’s done.
US military and--not our Canadian military but they
have life cycles and it’s well proven that life cycle
costing and equipment replacement is much more
efficient than just trying to keep an old piece of
junk on the road. Sure it creates a lot of work, but
at the end of the day, you end up wasting a lot of
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money. So I would recommend what the auditor
says here. There should be a proper replacement
program and life cycle work done on this because
it saves a lot of money in the long run. 

Also what’s important here is that not only does it
save money. At the crucial time in the winter, the
equipment is not broken down. You can have a
nice piece of equipment at the first of the year and
it seems to breakdown in the middle of a storm so
therefore you are putting people’s lives in
jeopardy. You’re not getting your roads done in
time because of a major piece of equipment is
broken down. So it’s not only the cost here, it’s
safety factor.  You don’t want your equipment
broken down at the most important time during the
middle of a storm or after a storm when people are
trying to get back and forth from work..

So I strongly recommend that this committee
recommends to government that they come back
as soon as possible, even in this years budget with
a equipment replacement program for the next five
years. Thank you, Mr. Chairman.

Ron MacKinley(L)Chair: Mr. Auditor. Would you
mind getting us a copy of the sanding contract?
Like the sanding contracts that are signed by the
private individuals. There is no rush on it but if you
get the chance. Okay.

Colin Younker (Auditor General): Light Trucks 
A significant investment has been made in crew
cabs and pick-up trucks since 1998-99. Fifty
vehicles were purchased at a total cost of $1.5
million. This included capital purchases of $1.2
million and three year lease payments of $.3
million. The Division could not provide a current
equipment replacement plan and we found no
other supporting documentation for spending such
a significant amount of the equipment budget on
light vehicles.

In addition to its own fleet of half-ton trucks, the
Division rents half-ton trucks from employees
which are used to transport equipment, materials
and workers. They are paid an hourly rate of $8.40
for a maximum of five hours per day with an
additional $1.50 per hour if a tack trailer is towed.
On March 31st, 2002, approximately $225,000 was
paid to 70 employees for these rentals. Half-ton
truck rentals from employees are not in
compliance with Treasury Board’s Travel policy
which limits payments to employees for business

travel on a per kilometer basis. In 1993, the
Department obtained an exception from the policy
but was required to provide its internal policy to
Treasury Board review and approval. This
requirement was not met.

Recommendation - The Division should conduct a
detailed analysis of the need for light vehicles
including crew, materials and equipment transport.
The Division’s policy for half-ton rentals from
employees should be submitted to Treasury Board
for review and approval.

Tape No. 3

Wayne Collins(PC):   Regarding this here, I sort
of looked at that as an average, 17 employees,
total of 225,000 on average over $3200 per
employee. So I take it this is not like being for the
whole year, this could be on a per occasion basis,
is it, for a week, two weeks, whatever it may be.
When they do that, are they also receiving the per
kilometer milage of government?  

Colin Younker (Auditor General):    No.

Wayne Collins (PC):    They’re not?

Colin Younker (Auditor General): This is a
substitute for the per kilometer.

Wayne Collins(PC): I see, okay.

Col in  Younker  (Auditor  General ) :
Lease/Purchase Arrangements
The Division acquired four tractors and grass
cutting attachments through leasing agreements.
Buyout options totaling $142,300 and the two
leases were paid in 2001-02 from the capital
equipment account.

One of the leasing arrangements covered three
tractors which has a purchase cost of $124,900 in
1997. Eight lease payments totaling $106,800 and
a buyout of $91,100 fora total of $197,900. The
financing cost was around $73,000 for a four year
period or a rate equivalent to 18.75 per cent.

A bush cutting tractor, rental payments, lease
payments and the buyout of a total cost of
$163,200. The equipment was valued at $154,100
in 1999 when it was first leased.  During 2001-02
the Division acquired a used loader costing
$55,900. The loader was acquired in what appears
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to be a leased purchase arrangement with a
combination of leased and rental payments. There
was no formal documented approval to support
this arrangement.

These acquisitions were made without Treasury
Board approval and do not comply with the Public
Purchasing Act, which requires that purchases
with a value exceeding $25,000 be advertised
publically.

Recommendations - Leasing arrangement which
result in an uneconomic use of Division resources
should be avoided.  Equipment should be
purchased in accordance with the requirements of
the Public Purchasing Act.  All lease purchase
arrangements should be documented and formally
approved in an agreement.

Fleet Management System
A fleet management system. . . 

Ron MacKinley(L)(Chair): Just before you go to
Fleet Management System, I brought this up with
the Minister, lease purchase agreements, these
tractors that were bought, one of these lease
arrangements covered three tractors which is the
purchase price et cetera, et cetera.  They paid
18.75 per cent interest, the financing cost of
transaction was 18.75 per cent interest. These
tractors were never put out for tender, were they?

Colin Younker (Auditor General): No, there was
no tender on the purchase of the tractors.

Ron MacKinley(L)(Chair): Like I mean, why
would government--I know it was John McGowan
or something in Montague I believe was--is that
correct, who had the tractors (Indistinct)?

Colin Younker (Auditor General): I think they
bought out the lease from the Royal Bank.

Ron MacKinley(L)(Chair): Pardon?

Colin Younker (Auditor General): They bought
the lease out from the Royal Bank.

Ron MacKinley(L)(Chair): Yeah, but the tractors
were purchased I believe from McGowan Tractor
Equipment. 

Colin Younker (Auditor General):    Originally.

Ron MacKinley (L) (Chair):    Yeah, so
McGowans were--so they bought out the lease
from the Royal Bank, so McGowan’s financed
them through the Royal Bank, that’s what you’re
saying, he leased them to the government?

Colin Younker (Auditor General): I think on
those lease purchases, usually what happens is
the dealer sells them to the financing company,
then the financing company has a buyout at the
end, the buyout option.

Ron MacKinley(L)(Chair): Yeah well, if you lease
a tractor, now it’s illegal under the federal tax laws
to have a buyout at the end and to know the
buyout, because your lease, I don’t know if it’s the
same in this type of equipment, I know for
agriculture it is. Well it’s illegal to know you’re
leasing it. So you can’t go in and lease it and then
know what the buyout is at the end or have the
buyout established. The buyout is supposed to be
established on the market of the day it’s sold.

Richard Brown(L): Instead of using the lease
payments on your income, you have to use CCA
rates.

Ron MacKinley(L)(Chair): Yeah, so you got to
watch that. But the thing is, is I know this company
has since gone out of business down there but for
government to pay out 18.75 per cent when they
can borrow money at six or five, it’s awful high.
Like what happened here? They broke all the rules
again in the book. They went over the Purchasing
Act. We’ve seen it here time after time,
Department of Highways, basically they exempted
them from all the rules and regulations, here the
rules are there they don’t follow them, is that not
correct?

Colin Younker (Auditor General): They didn’t
look at the leasing arrangement itself to see if it
was economical.

Ron MacKinley(L)(Chair): No, but why would
they not do that? Did somebody phone up them
down there to purchase– said to buy this from a
strong Conservative in our area, he’s in financial
trouble.  We got to try and help him out. Like this is
really bad, like all these millions of dollars. Here it’s
$73,000, but it all adds up. It’s just handed out.
What can we do about this Mr. Auditor? Like
during--well what can we do?
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Colin Younker (Auditor General): There’s an
agreement there, to follow up is they agreed to the
recommendations.

Ron MacKinley(L)(Chair): Yeah, but they agree
to this, but what can we do for wasting these
dollars? Like we, as a committee, can we do
anything there? We don’t even know if, are they
following the recommendations?

Colin Younker (Auditor General): They agree
with all these recommendations that they’ll follow
in the future lease.

Ron MacKinley(L)(Chair): But if you look at...

Unidentified Member: (Indistinct).

Ron MacKinley(L)(Chair): Yeah, but if you look at
lots of things, like they agreed to go to Treasury
Board and the snow contracts, they never did.
They agreed to have inspection from November 1st

to 15th, and those people, they inspect them but
they didn’t pass. So they don’t pass, so I assume
they should put that contract out to somebody else
unless it’s a minor thing. But there is a whole
bunch of rules and guidelines at Treasury Board
that are not being followed here and there’s
millions of dollars going out the doors. And our job
is to try to keep this money in the hands of the
taxpayers of the Province. I’m just wondering,
there is nothing criminal now in some of this stuff
that went on, is there?

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

Ron MacKinley(L)(Chair): So what would you call
it?

Colin Younker (Auditor General): We’ve made
our recommendations and I guess then it’s up to
you fellows to recommend it to the House.

Ron MacKinley(L)(Chair): Yeah but I mean, you
make your recommendations but we can
recommend to the House. But my question is, do
you take this--like somebody has got to be
responsible for this. Now either Gail Shea or her
deputy or (Indistinct). She’s the minister or
whoever the minister before that. This is what I’m
saying. Somebody has got to be responsible. Now
either they don’t know what they’re doing, is there
people at the deputy minister’s level or is there

people at some level that don’t know what they’re
doing? Is there people in highways that are doing
purchases that don’t know--like what’s the problem
here? You’re saying you didn’t see anything
criminal in it. So if it’s not criminal, they made an
error, whether it’s an error in judgement or they
didn’t follow through.

Colin Younker (Auditor General): They just
didn’t follow the policy.

Ron MacKinley(L)(Chair): Didn’t follow the policy.
But the policy, like what I see, the policy is in plain
English and French, is that correct? In plain
language, it’s a policy wrote down. So what
happens to these people that cost us millions of
dollars by not following a policy? Like do they ever
get reprimanded? Like these are things maybe we
should look into, bringing some of these...

Hon. Robert Ghiz(L): The consequences.

Ron MacKinley(L)(Chair): Like what’s the
consequences to it? This has been going on and
on and on. I mean here when you look at that,
who’s making these decisions? Did you check
when you went through the department, did they
get orders from the minister’s office about any of
this? Would the department person that’s in
charge of purchasing equipment or whoever it is
decides that we’re going to lease this. Would they
just go out and do that at the lower bureaucrat
level or would they have to go to the minister’s
office to get approval to do that? How does that
work? 

Colin Younker (Auditor General): I’d have to go
back through and see how they were approved. 

Ron MacKinley(L)(Chair): Yes, all right. So you
could bring that information. Mr. MacKenna.

Dr. David MacKenna(PC): I think I agree with all
of these recommendations. I think they’re all
something that would have to look into and follow.
I do have a question though in 4.72, on the rate for
the leasing at 18.75 per cent. To me it sounds like
an awfully high rate. I mean I lease equipment in
my own office but I know it wouldn’t come close to
that rate. Is there a higher rate for tractors as
opposed to other equipment. I’m just curious on
that what that number, is that the real number
18.75  per cent?
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Colin Younker (Auditor General): It was a rate
equivalent calculated based on what it cost them
to get that piece of equipment, based on the
original cost of it. It’s like a rate equivalent
calculated.

Dr. David MacKenna(PC): Yeah, I know that.

Colin Younker (Auditor General): Based on what
the total cost of the equipment was for them to buy
it, based on the original cost of the equipment. So
it’s looking at the buyout to see if the buyout is the
best decision at the time, what that cost you and
this is the equivalent rate of what it cost them for
the total package for that equipment.

Dr. David MacKenna(PC): Okay, so it was never
leased at 18.75 per cent.

Colin Younker (Auditor General): No. 

Dr. David MacKenna(PC): Okay, that’s the
impression I got out of this.

Colin Younker (Auditor General): That’s why it
says rate equivalent.

Ron MacKinley(L)(Chair): But when they bought
it out they did pay 18.75 per cent. That’s what it
figures out to. By leasing that, other than say
purchasing, the government says they went and
purchased it by leasing it and when they leased it,
or lease payments and then the buyout cost 18.75
per cent. Is that not correct?

Colin Younker (Auditor General): What we’re
saying, they should look at the whole purchase. All
the dollars they spent based on the original cost of
the equipment, that’s what it cost them to buy it.

Ron MacKinley(L)(Chair): So am I correct in
sizing that up that way?

Colin Younker (Auditor General): Yeah.

Ron MacKinley(L)(Chair): What?

Colin Younker (Auditor General): Yes.

Ron MacKinley (L) (Chair):   Alright.

Dr. David MacKenna(PC): But the lease rate was
never 18.75 per cent, that’s the bottom line.

Ron MacKinley(L)(Chair): No but the bottom line
is, if you buy a piece of equipment or you lease it
and you go in there and say well, we’re going to
lease this. Then after so many years the lease is
up, normally a lease I believe is three years or five
years. After five years then they decide we’re
going to purchase it. Well they would have been
better off if they were going to do this to buy it out
right and finance it themselves. They would have
paid probably 6 per cent or 7 per cent whatever
government pay. But the way they did it, they
ended up paying 18.75 per cent interest one way
or the other. It amounts to the same thing, whether
the lease was zero or the lease was 20 per cent.
It’s what you pay at the end. You know what the
lease on that tractor--there’s something to find out.
When they leased it, what was the interest rates
on the tractor when they leased it?

Colin Younker (Auditor General): Purchase
rates at the time?

Ron MacKinley(L)(Chair): Well yeah, if you lease,
like for instance, I leased a John Deere back in
that time and the interest rates was 2.1 per cent
was the interest rates I was paying, was 2.1 per
cent was roughly. Now it could be 2.3 or 1.9, but it
was....

Jim Bagnall(PC): Where did you get kind of a
deal? That’s kind of a--that sounds great.

Ron MacKinley(L)(Chair): Well it’s shopping
around at the different dealers. You got to look at
what the cost of that machine is. You got to look at
how much your cost is and what the buyout would
be. There is a whole bunch of things got to be
factored in here. And basically the money was
funded by John Deere, the workers at John Deere
and their sales dropped off. So in order to keep
working, pension funds, they put money into John
Deere credit or whatever and they came out with
a low rate. It might have been 2.9, I just forget. But
it was a very low rate. 

So what I’d like to know is, at that particular time,
we can go back to other records of other farm
equipment and find out what the leased rate the
government, like the contract, the government
side. Or better still, if you can get that contract for
us or a photocopy of it and we can have a look at
it. Because what is showed on paper, I can’t
see–government wouldn’t sign a contract of paying
upwards of 18.75 per cent.  On paper it had to look
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like it was 3.9 or maybe something like this. But
then they never checked the other end to see what
it was going to cost if they bought it out.

Normally a lease, when the five years are up, you
just turn them back in or you can turn them back
in, you don’t have to buy them. When you lease a
piece of equipment, there is no onus on you to buy
that piece of equipment unless you have it in the
contract. So when they lease that, was there an
onus to buy this after five years?

Colin Younker (Auditor General): That was a
purchase option.

Ron MacKinley(L)(Chair): Pardon?

Colin Younker (Auditor General): There was a
purchase option.

Ron MacKinley(L)(Chair): Option. Only that they
wanted to take it, they didn’t have to.

Colin Younker (Auditor General): Yes.

Ron MacKinley(L)(Chair): Anyway, that’s good to
find out that.

Wilbur MacDonald(PC): Well I just broke it down
here. It means over the three years for the three
tractors, you pay$4,700 per tractor for a year on
the interest on the financial cost if it’s $73,000. So
I guess what you have to look at and what
everybody looks at now-a- days and I question it
too, when you go out to lease something, there is
an awful lot of farm equipment leased throughout
the province, does it pay? So in this case, they
paid 124,900 for the tractors and if they did the
buyout and it cost them $4,700 per tractor for a
year, which would come up to about $18,250 and
multiply that by three, you get to $73,000, if I did
my figures right. It doesn’t look like it’s right now
but I guess it is. So it’s not too bad when you break
it down per tractor. But I agree with you, there is
quite a bit of money here.

Ron MacKinley(L)(Chair): Mr. MacDonald, I don’t
think it’s our job to put a spin on it for the
Department of Transportation.

Wilbur MacDonald(PC): No but I can . . .

Ron MacKinley(L)(Chair): The Auditor is going to
find into this. It’s 18.75 per cent...

Wilbur MacDonald(PC): You’ve been spinning
pretty well all day.

Ron MacKinley(L)(Chair): No we’re not spinning,
we’re just asking the Auditor--so when the Auditor
would come back with the lease agreement, what’s
in the lease, then we can have a look at it.   Mr.
Brown.

Richard Brown(L): I’d like the Auditor to come
back too just, on his basic overall recommendation
on leasing and principal. Because we’re a
government, if we need the equipment–leasing to
me seems for a private individual and private
companies for tax benefits and for financing and
everything like that. If we’re leasing just to--I’d
argue that our leasing costs, the effective rate of
interest here would be higher than what we could
go out and borrow the money for in the general
market, the government of PEI itself. So I’d like
your comments to come back. Should  we even be
considering leasing for anything?

Colin Younker (Auditor General): In general, on
every acquisition you have to look at what’s the
best way, to lease it or buy it.

Richard Brown(L): But at the end of the day, if
we’re going to buy everything...

Colin Younker (Auditor General): It depends on
each deal. It might be a lease deal that makes
sense, it might not make sense. So you have to
look at the deal and what it’s going to cost you
overall.  I think it’s the best way to do it. The
general comment on any lease purchase decision
that you’re going to make, that you look at each
one. There could be an advantageous lease rate,
as Ronnie was talking about, on a piece of
equipment that might make it worthwhile to lease
it.

Ron MacKinley(L)(Chair): I had all Fords,
Richard before I bought that John Deere. That was
the first John Deere I bought. Ford’s rate was too
high so I didn’t go with Ford. I shifted to John
Deere.  The first time we had a John Deere tractor
in our yard in 50 years. But the thing was they
came in and I did check into the interest rates and
(Indistinct).

Richard Brown (L):    So you were running with
the deers.
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Jim Bagnall(PC): What year was that?

Ron MacKinley(L)(Chair): 1997.

Wilbur MacDonald(PC): Mr. Chairman, I think
Richard’s question to the Auditor General because
I think it goes deeper than just government. I know
of people who rented vehicles and when it’s time
to trade them in, they suddenly find they had a
whole lot more miles. It cost them thousands of
dollars and they had to buy the vehicle because
they were losing all that money. So if someone, if
the Auditor General could come up with a, I don’t
know what you would call it, a scenario or a policy,
even for government, it would be to the advantage
to our citizens to know. We may be being led down
the road here by large companies who are trying to
sell cars, for example, or tractors by trying to say
you can lease them for 1.9 or 2 point whatever it
is. So if the Auditor General could come up with
some scenario on leasing, it maybe to the
advantage, not just of government, but to the
advantage of our citizens. Isn’t  that part of what
we’re here for, to protect our citizens, too. I know
it’s asking you a lot but...

Ron MacKinley(L)(Chair): The only thing is Mr.
MacDonald, we’ve got bureaucrats down there that
are making up in the hundreds of thousands of
dollars and they got to be able to figure this out or
maybe we got to look at replacing them with
somebody else. The thing is, is you have a lease,
you talk about machines, have an hour, you can
get a 400 hour lease, 500, 1000. Once you go over
that you got to pay--once you go over that 1000
hour lease or let’s say a 600 lease is pretty
standard.  If you go in after five years and you’re
not supposed to have any more than 3000 hours
on the machine, then you got to pay extra if you
come in with 4000 hours. I mean that’s right on the
paper wrote out in front of you. And that’s where
your management skills comes in, on when you’re
leasing equipment, to make sure you negotiate a
deal that is going to use you right up to the hours
you’re going to use.

 It’s always good to be able to bank a few hours on
that piece of equipment, that if you hit hard times
you can use it more often because most people
have more than one equipment. But that comes
into the management. The Auditors job is to make
sure the polices are followed and those of
Treasury Board that it goes here, the inspection is
done.  But if you look at Highways, there’s all kinds

of things, $400,000 or $290,000 without no
tenders, just  handed out before election, like it’s
all coming down from the minster’s office and
these are things that we got to look after here, is to
try and get this straightened out. All right, continue
Mr. Auditor.

Colin Younker (Auditor General):   A fleet
management system was introduced in January
2000 called FleetAnywhere. It enables monitoring
of costs and provides accounting data for entry to
the Province’s financial information system. Direct
costs, including parts and labour, are accumulated
by work orders and assigned to equipment by
identification number. In addition, fuel costs are
assigned to vehicles. The system is used by the
Division’s three garages to track equipment, fuel
parts and direct labour costs.

We expected management to use the system’s
monitoring and reporting capabilities to manage
the fleet including usage analysis and costing. The
costs for each piece of equipment are
accumulated but not reported in summary or used
by management. In our opinion the repair and
maintenance costs, in particular for older
equipment, would be useful to indicate whether
replacement of equipment should be considered.
The system can also provide information to
monitor equipment usage, however, we found that
utilization of this data was minimal.

To assist in monitoring costs of the equipment
fleet, the Division should utilize the costing reports
which can be produced by the FleetAnywhere
system.

Preventive Maintenance
A Preventive Maintenance Program has been
implemented for all equipment. Division
management indicated a regular preventive
program results in lower costs and less down time
due to unscheduled repairs. Mechanical Branch
staff do preventive maintenance tasks on vehicles
and heavy equipment based on the kilometers
driven. Weekly reports from the FleetAnywere
system indicate when a service is due or overdue.

We reviewed the preventive maintenance services
provided for a sample of vehicles. In our samples
we found: the Western region did not comply with
the preventive maintenance policy. There was
inaccurate recording of mileage, poor
documentation of maintenance work and fewer
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services carried out than what was required; and
in the Eastern regions, fewer maintenance
services were carried out than what was required
and checklists were not always completed or
properly filed.

In the Eastern and Western regions checklist files
were maintained separately from the vehicle files.
They provide a record of service done and should
be attached to work orders. We note that the
mechanics do not always sign the work orders or
preventive maintenance checklists to indicate the
work has been completed.

Recommendations - The Auto Shop Supervisors
should monitor preventative maintenance services
being provided to ensure compliance with the
Division’s policy and preventive maintenance.
Work orders and preventative maintenance
checklists should be signed by mechanics and
included with vehicle files.

Jim Bagnall (PC)(Vice Chair): Mr. Dunn.

Cletus Dunn(PC): Would the Auditor recommend
that we put a government garage in West Prince?

Jim Bagnall (PC)(Vice Chair): Wayne Collins.

Wayne Collins(PC): Mr. Younker, this
FleetAnywhere system installed, January 2000. I
take it this is some kind of very sophisticated
software program. Do you know how much that
cost us at the time to purchase and place in there?
Doesn’t seem like we’re taking much advantage of
it.

Colin Younker (Auditor General): Around
68,000.

Wayne Collins(PC): Around $68,000. And would
you say that this system isn’t being used 50 per
cent of its capabilities, 20 per cent of its
capabilities based on your audit here and your
review of what’s going on?

Colin Younker (Auditor General): I don’t have a
percentage of that but it could be used a lot more
than what’s (Indistinct).

Wayne Collins(PC): A lot more. Alright, thank
you.

Colin Younker (Auditor General): Equipment

Rentals  
In 2001-02 the Highway Maintenance Division
rented equipment at a cost of $3.6 million. As
indicated in Exhibit 4.4 over half of the
expenditures were for single axel and tandem
dump trucks.

The Division has not performed an analysis to
determine whether the benefit of renting
equipment exceeds the cost of owning the
equipment, especially for frequently used vehicles
such as dump trucks, backhoes and rollers. These
vehicles cost in excess of $2.8 million to rent in
2001-02.

The Department rents more than 100 single axle
dump trucks at a cost of $1.1 million. Most of the
trucks service the pavement maintenance and
utility crews during the summer months.

We found that the current system of renting dump
trucks and assigning them to crews is not efficient.
The trucks can spend much of the day waiting to
haul asphalt to the crews or the trucks may not be
fully utilized if the crews are not patching that day.
A dispatch system should be considered for
providing dump trucks to crews.

The Division continues to rent single axle trucks for
hauling tack to some of the pavement
maintenance crews. During the year, 15 tack
trucks are rented at a total cost of approximately
$220,000. These trucks can be replaced with tack
trailers for a one time cost of about $5,000 each,
for a total cost of $75,000. According to Division
staff tack trailers can provide better service when
a tack trailer is provided for each of the zone
crews.

Backhoes are rented for the utility crews during the
summer. The cost of renting backhoes in 2001-02
was in excess of $700,000. Backhoes were rented
from approximately 70 vendors, 50 per cent of the
expenditures related to 12 vendors.

Asphalt rollers are rented for each patching crew
for the summer period. Total roller rental costs in
2001-02 were $171,000. Most of the rollers were
rented from seven vendors.

Our recommendations are the Division should
compare the cost of renting each type of
equipment with the cost of owning equipment to
determine whether renting or owning is more
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economical and the Division should consider using
a dispatch system for utilizing dump trucks during
the summer.

Travel
In 2001-02....

Ron MacKinley(L)(Chair): Just a second.
Anybody got any questions on the section up to
where we are now?

Wilbur MacDonald(PC): I like the idea of divisions
considering using a dispatch system for utilizing
dump trucks during the summer. I suppose that
would have to be worked out but it sounds like a
good idea where you could keep the dump trucks--
sometimes they end up waiting at asphalt plants
and the asphalt company may be paving that day
and they’re not being utilized as good as they can.
I think that’s a good recommendation.

Ron MacKinley(L)(Chair): Do these trucks and
backhoes that the division uses, are they tendered
out or are they negotiated also?

Colin Younker (Auditor General): They’re
negotiated rates. 

Ron MacKinley(L)(Chair): Who negotiated these
rates, the Road Builders?

Colin Younker (Auditor General): The Road
Builders.

Ron MacKinley(L)(Chair): The Road Builders
negotiated the rental rate for these three-ton trucks
that are on your district crew, is that correct?

Colin Younker (Auditor General): Yes, they’re
negotiated.

Ron MacKinley(L)(Chair): All right. So then
they–well, have you ever thought about these--the
government is putting out millions of dollars here
for rental of single axle trucks. Look here, 1.1
million; small trucks, 185,000; tandem trucks, 800
and some thousand. So you’re looking at--just with
tandems and single axles, you’re looking at $2
million. Now did you ever look at these should be
tendered out? Like put them out for tender for
service for these trucks for the summer. Like these
trucks are not being utilized a lot of the time.

That’s what I brought up with the minister, where

the crew on the truck, I guess they couldn’t get
asphalt so they were out barbecuing in the woods,
a bunch of them. I mean they won’t buy asphalt
from every plant.  They got to buy at certain plants
and the plants are lined up. Like I mean this is an
awful pile of dollars that are being wasted.
Wouldn’t the best way for the province is just put
this service out for tender. I know that you never
even looked at tendering it.

Colin Younker (Auditor General): Well we did
talk about the cost of renting versus the cost of
owning the equipment .  That ’s  our
recommendation.

Ron MacKinley(L)(Chair): Yeah you talked about
it. But I’m talking about if you tendered this.  Like
how much could you save if it went out for tender
for these trucks, rather than hand them out to
some Tory poll captain.

Colin Younker (Auditor General): I don’t have
the answer to that.

Ron MacKinley(L)(Chair): No but have you
looked?  Like I mean . . .

Unidentified Member:  Did you guys look at that?

Ron MacKinley(L)(Chair):  Did you look at that?

Colin Younker (Auditor General): We didn’t look
at that, no.

Ron MacKinley(L)(Chair): Well do you think--like
you’re looking and that’s good, between owning
them and renting them. But then, like owning a
backhoe and renting them. Well I can look at
backhoes are rented by (Indistinct) crews during
the summer, the cost is $700,000. You’re probably
better of renting it than you are owning them
because in that circumstances there, if you took a
quick look at it. But the thing is, how much would
you save if you put that 700,000 out for tender?
Like if you look at the city and what they get their
backhoes for or loaders for or plowing done
compared to the province. It’s away cheaper and
they put it out for tender. So did you ever think, Mr.
Auditor, that maybe this stuff should be out for
tender when you’re looking at some of this rather
than purchase buying?

Colin Younker (Auditor General): No, we didn’t
look at that part of it. 
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Ron MacKinley(L)(Chair): And what happened?
Like advertising it for tender. What was the
information that came back to you on that one
then?

Colin Younker (Auditor General): On the tender,
we didn’t look at that part.

Ron MacKinley(L)(Chair): Oh, you didn’t look at
that. Why would you not look at that?

Colin Younker (Auditor General): Well this is the
part that we looked at here, just on owning versus
renting.

Ron MacKinley(L)(Chair): Owning and renting.
But why would you not have brought in some
tendering too? Like if you did projects on
tendering. Because our job is to save money for
the taxpayers here.  

Colin Younker (Auditor General): On this Audit
we didn’t look at the tendering part.

Ron MacKinley(L)(Chair): No. Can you look into
that, the tendering?  Because basically with those
here--these trucks are the district poll captains. I
mean we get a job and they throw him on a truck.
But I seen trucks that--no, one truck was on
working, ditching and another truck was parked in
the woods. Now the question is, did they get paid
for the two trucks or not.  One driver was sick so
the other guy parked his truck in the woods so he
wouldn’t have to use any fuel and he went and
drove the other guy’s truck.  Now that’s how tight
they’re getting. 

Tape No. 4

Ron MacKinley(L)Chair (cont’d):   But I’m just
saying, like this is--another thing I see, too with
these trucks is trucks--and we had problems when
we were there too with them. I remember a crew
sitting out in District Second Queens and I came
by at 9:00 o’clock in the morning and they were
sitting and they were still sitting at 2:00 o’clock in
the afternoon.  So I checked it out and what
happened there was the asphalt plant that they
were getting the asphalt was so busy, the trucks
weren’t getting out. So it wasn’t the crew’s fault. So
then I suggested well why wouldn’t they go to this
other asphalt plant. They weren’t buying from that
asphalt plant. So I got them on and told them and--
through argument and everything, they got the

other asphalt on, but it’s total waste of taxpayers
money. 

A lot of these crews that you see sitting in the
woods or got to hide, it’s not that they want to, it’s
because there’s no management there to keep the
material and stuff they need in front of them. 
That’s where the problem is. And then you got a
few Tory poll captains like to save their fuel the
best they can. Some of these guys got the trucks
and they are getting paid by the hour and if they
have to drive an extra four kilometers to a plant,
well they figure they use more fuel. Now that’s how
fine they’ve got it down to. 

But that shouldn’t be--if they rent a truck to the
government by the hour, you are supposed to work
for that hour or work for that eight hours. I mean,
there’s a whole mess in there that could be
cleaned up and save us millions of dollars and
personally I never seen a government, this
government here is bad, as political patronage in
that highway department, its unbelievable the way
they have been doing things. We just can’t afford
this. So if you would look into that.

Colin Younker (Auditor General):Travel.

Ron MacKinley(L)Chair: Now before you get into
travel. It’s 20 to 12, do you want to go into travel or
do you want to start the other . . .

Colin Younker (Auditor General): This is the last
section, we might as well finish it. 

Ron MacKinley(L)Chair: Travel, let’s go travel.
We can always go back to some of this stuff, the
Auditor has got to come back anyway.

Colin Younker (Auditor General): Okay.  Travel
In 2001-2002, the Division paid $513,000 for travel
and training costs including; $345,000 to
reimburse employees for using personal vehicles
while traveling on government business, $153,000
for government owned or leased vehicles, and
$15,000 for out-of-province travel or training costs.

Fleet requirements are to be assessed on an
annual basis and incorporated into the budget
process. A summary of vehicles by type showing
proposed changes is required to be submitted to
Treasury Board annually. We compared the plan
as at March 31, 2002 to vehicle data within the
Highway Maintenance Division. The plan
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submitted to Treasury Board includes
approximately 40 vehicles used by the Division.
However, 75 vehicles are actually used. The
difference is due to the exclusion of light duty
vehicles such as crew cabs and some half-ton
trucks.

Where vehicles are assigned, Treasury Board
Policy requires employees to sign Vehicle
Acknowledgment Forms outlining their
responsibilities, and submit monthly logs indicating
personal kilometers. We selected a sample of
assigned vehicles and reviewed the
documentation for compliance with Treasury Board
Policy. We found that over 50 per cent of the files
do not contain a current Vehicle Acknowledgment
Form and many had no monthly logs.

Employees are reimbursed for travel when using
their own vehicle, based on a rate per kilometer as
established by Treasury Board Policy. Employees
are encouraged to use their own vehicles when
annual business travel does not exceed 30,000
kilometers and when it exceeds 35,000 kilometers,
departments must provide a vehicle unless other
arrangements are specifically approved by
Treasury Board. We noted two employees have
made sufficient claims to warrant the provision of
a government vehicle. One employee traveled
37,800 kilometers and the other 42,400 kilometers
in 2001-02.

Our recommendation is the Division should comply
with Treasury Board’s Travel Policy.

And the Management Response to this section, we
discussed our report with management and they
indicated they will address the issues raised.

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

Richard Brown(L): The fuel rate at the
government garage costs per litre, what’s usually
average? The government tenders fuel every year.
They fill up the tanks at the government garages.

Colin Younker (Auditor General): It’s based on
IRAC I think.

Richard Brown(L): No, but they do an overall
tender each year for loading the big tanks.

Colin Younker (Auditor General): Yes.

Richard Brown(L): My question is to save money,
why isn’t the deputies and the ministers fueling
their cars or their trucks or whatever at the
garages to save money? Other governments
across Canada do it.

Dr. David McKenna(PC): I think some of these
ministers and deputies whatever may live in
different parts of the province where they might
want to support their own communities as well. I
think the minister from Morell would probably want
to buy his gas in Morell. I mean, if we all start
buying stuff from Charlottetown, it wouldn’t be fair
to the rural communities.

Richard Brown(L): No, there’s depots across the
province. There’s a depot in Kings County; there’s
a depot in Charlottetown; there’s a depot in Prince
County.

Dr. David McKenna(PC): You wouldn’t want
somebody to drive all the way to Bridgetown or
wherever to get his gas if he lived in Wood Islands.

Richard Brown(L): But they come to town and all
that. It’s just a suggestion to save money that’s all.

Cletus Dunn: Don’t they have a contract with one
of the Esso or Irving ...

Richard Brown(L): Yes.

Ron MacKinley(L)Chair: Mr. Dunn was talking. I
gave Mr. Dunn the–and the light wasn’t on. Mr.
Collins.

Wayne Collins (PC): Mr. Younker, you mentioned
$345,000 to reimburse employees for using
personal vehicles. I’m still not sure how many
employees we are talking about, within the division
is it?

Colin Younker (Auditor General): Within the
division.

Wayne Collins (PC): Within the division, so
$345,000 for personal use of vehicles paid out to
how many employees? 

Colin Younker (Auditor General): I don’t have--
I’ll get back to you on the number. I don’t have the
number here.
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Wayne Collins (PC): Alright. Thank you.

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

Jim Bagnall(PC): You say within the division. So
forestry or vehicles or development to vehicles,
they are not included in these?

Colin Younker (Auditor General): This is
Highway Division.

Jim Bagnall(PC): Yeah, but does highway not
cover the procurement on vehicles?

Colin Younker (Auditor General): This is just
their own employees.

Jim Bagnall(PC): Within department?

Colin Younker (Auditor General): Yes. Within
the division.

Unidentified Member: (Indistinct).

Colin Younker (Auditor General): This is just the
highway maintenance division.

Richard Brown (L):    Mr. Chairman.

Ron MacKinley(L)Chair: You are going to have
to, Richard, hold it until next week. The auditor will
be back. It is almost a quarter to 12. Now for the
auditor, I’ll ask you this question when you are
here. Your previous predecessor, 1999, the
Auditor General’s Report, you weren’t in the chair
then were you? No. 

The auditor found that in 1997, a $1.22 million
loan, million loan was approved to establish a new
hog farrowing operation. The loan covered almost,
it says here, 100 per cent of the estimated cost. 

Enterprise PEI Lending Services, would be Peter
Wilson at that time, recommended a 20 per cent
contribution by the borrowers consistent standard
practice within the 
Lending Service. The proponents for this project
requires 100 per cent financing. So the request
went around the Lending Authority to Executive
Council.  Executive Council accepted the higher
risk approving the full amount of the loan
requested. In other words, I believe this is the Lank
Farm Incorporated hog farm.  They got 100 per

cent financing on that particular and that was
brought up in the auditors and the dehydration
plant was there. The auditor brought that up to this
committee. So since then, I have come, we have
come across–we didn’t, when this dropped, it just
sort of hit the Richter Scale, but we didn’t make an
issue of it. But since then, I want you to look into it.

They have--the Lending Authority then turned
around when the loan came due. This is Immigrant
Investor Fund program, which has to be paid back.
So then we’ve come across that the PEI Lending
Authority has taken $495,000 in preferred shares
in that particular Lank Farm Incorporated and I can
table the documents here. Preferred shares, could
you explain to me and the committee what is a
preferred shares, what’s a preferred share? Like is
that the same as we had in Polar’s is $7 million
preferred shares?  How does that work, Mr.
Auditor?

Colin Younker (Auditor General): Preferred
share, it’s a method of financing. You invest in a
company, either you have common shares or
preferred shares.

Ron MacKinley(L)Chair: Right.

Colin Younker (Auditor General): So the
common shares are usually your equity shares.

Ron MacKinley(L)Chair: Right.

Colin Younker (Auditor General): That as the
company grows in value, your equity shares or
common shares grow in value. Preferred shares
usually have a fixed face value with a rate of return
on them. That’s the difference between the
preferred and the equity.  They are both preferred
in the common.  They are both financing methods,
to finance in a company.

Ron MacKinley(L)Chair: Alright. So if you look at
the Lending Authority recommended a 20 per cent
of a $1.2 million down payment, so that would be
roughly--they recommended that there should of
been of the $1.2 million loan there should of been
20 per cent, that would be $240,000 put down and
then the rest of the money would have been
loaned out, that where the people doing the work
would have a certain invested interest. 

Is that common practice for Executive Council to
overrule the Lending Agency and go for a 100 per
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cent financing?

Colin Younker (Auditor General): I’m not sure
the amount. I would have to check. There is a level
of approval that for certain levels of loans, the
lending authority or the Executive Council has to
approve and I’m not sure on the level. I would
have to check on that.

Ron MacKinley(L)Chair: Alright. Could you check
into that and come back. Because this was as I
said, your predecessor left. 

See if you read it one way, the hog farm--this farm
incorporated was supposed to put up 20 per cent
so that would be $240,000 and then all of a
sudden you find out that the Lending Agency has
taken 49.5 per cent or $495,000 preferred shares
in the business and that’s sort of strange to me as
being a member because I never seen where that
happened in other farm areas where the Lending
Authority come in to take that share. But if you look
at the $495,000 or $240,000 that’s $735,000
actually of government preferred shares and equity
that the government put in, in place of the
borrower. Is that common like for government to
do that? 

Colin Younker (Auditor General): I’d have to
look at the transaction.

Ron MacKinley(L)Chair: Alright, so if you could
look at that and report back to us. You got a
question.

Hon. Robert Ghiz(L): I liked your explanation on
preferred shares and you talk a lot about or you
said the way you make your money on preferred
shares. There’s a guarantee return of investments
on them. It’s not like buying into the stock market
and the stock might go up and you might get a
dividend but if I give you--you got a company, I buy
50 preferred shares, you’d say for $100 you’d say
you would give me 12 per cent a year return on
that. I can see. . .

Ron MacKinley(L)Chair: Can I interrupt you for
one second. I’m going to table that for the rest of
the committee to look at. Because I was talking on
documents and wouldn’t expect you. . . Continue.

Hon. Robert Ghiz(L): Thank you, Mr. Chair. So

from what I can gather and we’ve seen $7 million
in Polar and we know that we got nothing back on
that. There’s 500,000 in this in preferred shares
and I’m not sure where it stands. 

My interest is, it seems that government or this
Tory government is using these preferred shares
as a system to award grants because basically
they are writing off the shares and it turns into a
grant if they write off the shares. I’m going to ask
you as Auditor General, can you bring us back a
list of all the companies in Prince Edward Island
that this government has preferred shares in or did
have preferred shares in, if they wrote them off?

Colin Younker (Auditor General): If that is the
committees wish, yes.
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Hon. Robert Ghiz(L): I’d ask you to please do
that.

Ron MacKinley(L)Chair: And now if we can go to
the next agenda, and that’s the Resolution.  

Hon. Robert Ghiz(L): Thank you very much.

Ron MacKinley(L)Chair: Before you leave I’d like
to thank the Auditor General for coming before us
today. We will set up a time next week with you, so
thank you very much for coming. You are very--
interesting for the committee to look into the stuff.
Mr. Ghiz.

Tape No. 5

Hon. Robert Ghiz(L): Thank you very much, Mr.
Chair. I’m going to first, read the motion that I
presented today. I believe all members of the
committee have a copy. 

Jim Bagnall(PC): First of all, we got to decide if
we are going to hear it or not.

Ron MacKinley(L)Chair: Well the motion is on the
floor so we can decide. . .

Hon. Robert Ghiz (L): I’m just going to talk about
my motion.

Ron MacKinley (L)Chair: Yeah, go ahead and
talk about it.

Hon. Robert Ghiz (L): 
WHEREAS the province has taken ownership of at
least $53 million in debt, owed by the seafood
processor;
AND WHEREAS the creation of the sea food
processor was the flagship of the current
government’s industrial policy begun in 1998; 
AND WHEREAS the province authorized a loan
guarantee of $12 million in the spring of 2003;
AND WHEREAS the province has written off a
public investment of $7 million in preferred shares
at a seafood processor;
AND WHEREAS the province authorized a further
loan guarantee of $14 million, roughly six weeks
before the last general election; 
AND WHEREAS the province did not inform
Islanders of the magnitude of the writeoffs in
preferred share value;
AND WHEREAS the province did not inform

Islanders of the further commitment of $14 million;
AND WHEREAS the province now refuses to tell
Islanders how much taxpayers money is at risk as
a result of the collapse of the seafood processor;
AND WHEREAS Prince Edward Island Business
Development had a role on the board of the
seafood processor; 
THEREFORE BE IT RESOLVED that the Public
Accounts Committee invite the Chief Executive
Officer of the Prince Edward Island Business
Development to help explain and eliminate
government arrangements with the seafood
processor;
AND BE IT FURTHER RESOLVED that the Public
Accounts Committee explore the possibility of
retaining professional assistance to help it with its
examination of government’s arrangements with
the seafood processor.

Now Mr. Chair, I realize we took up an issue such
as this last week. This committee, at that time the
government members voted it down. I am going to
address what I know is going to be a couple of
their concerns and one is last week they said, well
it’s up in the air.  We don’t know what’s going on
with it. Well right now we do know and the Premier
has confirmed that out of the $53 million, they paid
at least $42 million, back to the Bank of Nova
Scotia and that is just what we know as a medium,
as a minimum. We know that $26 million was
guaranteed by this province. If you presume even--
let’s low ball it. The government is saying 42 but
let’s low ball it and say 50 cents on the dollar.   We
are looking at, I believe, $39 million somewhere
around there, so 49 plus the $7 million in preferred
shares and that’s just what we discovered so far.
There could be much more involved that we don’t
know about. Subsidies that Polar received over the
years. Subsidize for buying equipment or whatnot.
The number could grow significantly and I realize
last week they had concerns that obviously they
were playing hardball with the company and
probably knew at the last second, that they were
going to come in and take it over and wanted to
hang on for a grandiose announcement like they
always do and they didn’t want to disclose any
information. 

Well now we know that the government has taken
control with Ernst & Young. We know that the
government is not giving anymore government
assistance. We know that the groups that are
looking to buy it, one of them was in the paper
today, Barry’s, they are not looking for anymore
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government assistance. So I believe it’s time to
stop hiding behind excuses and blaming and
whatnot and it’s time for us to get to the bottom of
this. Because I’m sure every member in this room
has had calls, has spoken to constituents, have
spoken to people that are saying and this is an
honest opinion. It’s to bad about the jobs; we
wished those jobs had of stayed. There is a
validation for perhaps investing some money to
help out with employment on Prince Edward
Island. I’m the first person to admit it. But now that
we’ve got $50 million of the taxpayers’ money at
stake, we know that there’s been secrecy.  We
know the media has been asking questions with
regards to Polar Foods, hasn’t been getting any
answers from this government because they have
been hiding the money that they have been
investing in it. 

I think it’s time that we start doing some digging in
this Public Accounts Committee because without
a doubt Island taxpayers –it doesn’t matter how
much money is involved, they have a right to know
what happened with their money. But when it could
be in the range of $50 million, they deserve to
know, Mr. Chairman, and I believe that it’s
important for us to get to the bottom of it as the
Public Accounts Committee. Thank you very
much, Mr. Chair.

Ron MacKinley (L)Chair: Mr. McKenna were you
next? Mr. Bagnall.

Jim Bagnall (PC): Yes, this motion deals with a lot
of issues that are talking about the Polar Foods. I
agree that this committee should be looking into
the financial part of the proceeds. But my feeling
on this is that it’s not the proper time to be doing
this. The proper time will come. The proper time
right now is for the government to deal with the
companies who might be interested in purchasing
Polar Foods and I don’t think we should be in the
media or in dealing with this issue until such a time
that government has a chance to complete its
dealings with whoever is interested in purchasing
this company.

So my feeling on this motion is, yes, we should be
looking into this and probably we will be. But not at
this time and so that way, I will not be supporting
this motion because right now we are dealing with-
-the government is dealing with processors across
and as we know, they sent out 200 RFPs to
different processors who would be interested in

purchasing this company and I don’t feel that any
financial figures should be on the table until such
a time that government has had a chance to do
their dealings with these companies.

Ron MacKinley (L)Chair: Mr. Brown.

Richard Brown(L): I think it is the time, Mr.
Chairman, that everything should be put on the
table. If--we’ve seen a number of times over the
life of this company and just most recently the
premier announced a few weeks ago, no more
money for Polar; no more money for this company.
We find out on Friday morning at 10:00 o’clock just
before the receivers and the bank were to meet
with the court that a deal was worked out, and we
find out more money was pumped into the
company. After the premier has told Islanders no
more money will be put into this company, Mr.
Chairman.

You see the schedule of monies that have been
put into this company and the loan guarantees and
how a $12 million guarantee was given by the
province that has to be made public. But yet the
$14 million loan guarantee has been by BDI and
put us at risk with no public notice here, Mr.
Chairman. 

Also that the RFP fees that are out right now, Polar
Foods International, the request for proposals is
only for the Souris plant and the Beach Point plant.
Aren’t we not looking for--and we see on the news
last night where one company wants to buy all the
assets of this company. We are here to protect the
interest of Islanders here and to protect their
money. We should be looking at whether this is the
best deal for the finances of this province. And if
companies out there are saying look we want it all
or we don’t want any of it, then we should be
looking at this, Mr. Chairman. and right as it stands
right now there is only two plants up for sale. You
have contradictory statements made at the press
conference. 

This does not mean that government owns the
company and then on the very next paragraph, by
acquiring control of the assets of the company do
we own the company?  Do we not own the
company?  Do we own the securities?  How much
is the government on hook here?  And before a
final decision is made on the sale of this company
and I don’t want to delay the sale of this company
and for people to get back into working, but at the
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other end of it, how much are we going to
sacrifice?  If it doesn’t open May 1st or the week
after, if we save the taxpayers of Prince Edward
Island tens of millions of dollars, it may be worth it.
We seem to be rushing into these things. 

For example, Mr. Chairman, as the honourable
leader said, the company--here’s a scenario I’m
going to put to you. The company knew that the
province was going to an election last year, no
question about it, no question about it. They were
gearing up their press conferences and some
press releases. The company went into the
government last year in July, and said, give us $14
million or we are going to shut down everything
right now, put a gun to their head. 

The government said well we can’t issue a
guarantee under government proper because then
we have to issue an Executive Council Order and
all the people of Prince Edward Island will know
this. We will go through the back door, through
BDI, that we don’t have to do it. And here we have
Barry Group or a company that was there last year
willing to buy it before that $14 million guarantee
was given.   So what does the province do. Give
the $14 million through the back door, through
BDI, no public notice here to get them through the
election. And I think that’s wrong. Are we here for
the people of Prince Edward Island or are we here
for the political parties. I think we should be here
for the political party. 

So what else is going on behind the doors right
now. We should know this and Islanders should
know this because this is a lot of money, fifty
million dollars.   That could build a new hospital in
West Prince. That could be put into health care.
That could build a lot of schools in Prince Edward
Island.  That invested in other things could mean
a lot more employment for Prince Edward Island.
We should be looking out for the interest here of
the financial concerns of PEI here. Just to go out
and spend another $15 or 20 million last Friday
morning. It boggles my mind. For what purpose, so
we can orderly dispose of the plant?  What do you
think the bank was going to do, not orderly dispose
of it?  Were they just going to go out and say here,
buy it.  But now orderly disposal means the Souris
plant and the Beach Point plant. Why not all? If a
company wants it all then we should look at
(Indistinct). But if we are going to go behind closed
doors again and do this without full disclosure to
the people of Prince Edward Island and full

disclosure to the bidders of this company. 

I understand from the interview last night that the
company came to town looking to have an
interview with the Premier. He chose not to meet
with them. Does that mean that company is out of
the question or out of the bidding process?  Let’s
be up front here. And if it means putting it into a
co-op or some other option, we should be looking
out for the people of Prince Edward Island; what’s
best for the people Prince Edward Island and not
what’s best for the political party in power. We’re
really concerned here.

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

Dr. David McKenna(PC): Thank you, Mr.
Chairman.  Just to correct Mr. Brown over there.
We do not own the company.

Richard Brown(L): Yes, you do.

Dr. David McKenna(PC): We do not own the
company.  We bought the securities of the paper
of the company. Doesn’t mean we own the
company. If you want to give us the time to take, to
orderly dispose of the company. Give us time to do
that. We can’t put all these net figures in the media
beforehand. It’s just not fair business practices to
the companies and the government to do that.. 

I think you want to get the best money for the
taxpayers out of this whole deal. I think you can
hold tight there for a few more months. I think our
biggest concern is the industry. We worry about
the fishing industry, the processors, the workers
out there in the rural communities. They are
waiting for something to happen. If we waited for
the bank to do it. They would of been past the
spring fishery.  It would have been well past the
spring fishing before that would of happened. So
this is the proper way of doing it, to get the best
bang for the buck for the taxpayers of PEI.

So I myself will not support the motion.

Ron MacKinley (L)Chair: Mr. Collins.

Wayne Collins (PC): Thank you, Mr. Chairman. I
agree with my colleague from across the river. I
think if the banks had taken receivership over
here, it wouldn’t of been able to change the locks
in a month. 
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I want the best deal possible for fisherman, for
plant workers, for the overall processing industry
and most importantly, for all taxpayers of Prince
Edward Island. I think if we allowed the RFP
process to continue we will see a timely and
orderly disposal of the assets and like every other
Islander and like my colleagues from across the
floor, I too want to at the appropriate time see a full
and complete disclosure, but after the very best
deal has been secured for Prince Edward Island.

So for those reasons, I too, will not be supporting
the motion.

Ron MacKinley (L)Chair: Mr. Ghiz.

Hon. Robert Ghiz (L): Thank you. I’m going to be
totally honest here. At the end of the day
disclosing it right now is not going to make a
difference. Why?  Because we know the
government is not putting in anymore money and
we know the companies are not looking for
anymore money because they are not going to get
it.  So by disclosing the information right now is not
going to affect the sale of Polar Foods to anyone
else. But what I believe the people on this
committee are trying to do is for some political
reason whether or not it’s the federal election or
whatnot. They are trying to postpone Islanders
finding out what happened to the $50 million. 

Now I’m just like you guys. Believe it or not if you
heard me on CBC radio yesterday, I said the same
thing. I said I want to see as many of these plants
open and as many workers as possible being back
at work. But at the end of the day, we have to find
out what happened to the 50 million and by not
finding out what happened to the 50 million, we are
not doing our jobs as representatives of this
province and there is no reason. I understand what
your excuse is. If there was an excuse out there
where there was going to be government grants
involved, okay, let’s just say there was going to be
government grants involved or subsidies or
preferred shares, the way this government does. 

Well then, I wouldn’t want to say okay Polar Foods
got 20 million here or 15 million there. Because
then these Barry companies or whatnot would be
coming in and looking for the exact same thing,
right?  But right now we know that the province
isn’t giving anymore money, and Barry or the other
companies aren’t looking for anymore money.

Dr. David McKenna(PC): One company.

Hon. Robert Ghiz (L): Therefore, okay the
province isn’t giving anymore money. So what’s it
matter, you know what I mean?  Even if it is one
company, the province has said and the Premier
said unless he’s going back on his word again. We
know that he’s been doing it again and again. But
the province has said they are not giving anymore
money to Polar Foods. They are not giving
anymore money to whoever is buying these
processors. Therefore it doesn’t matter when we
find out about the disclosure of this. The only
reason why these people on this government
committee today could be hiding the truth is the
fact for political reasons and political gain and I just
think it’s despicable and we should be getting
down to the bottom of this right now. This has
been going on for six years. 

There’s been the honourable, former Leader of the
Opposition that asked this company on numerous
occasion, or asked the government on numerous
occasions how much money they were investing.
They stonewalled him. The media has been
asking, they’ve been stonewalled and it’s high time
that Islanders stop being stonewalled on $50
million.

Ron MacKinley (L)Chair: Just to dilute that a little
stronger there. I asked for Kent Scales to come
before us and the committee of the day, Public
Accounts, didn’t want--all they will take is the
ministers. 

Hon. Robert Ghiz (L): We don’t want political. . .
 
Ron MacKinley (L)Chair: I know but this is all
they’ll do--just let me explain this out to you. All
they wanted was some of their ministers. When
you get the ministers on the floor of the House, this
is the way this government choose to run it and
that’s why we got Polar out of business. I don’t
blame them for trying to keep it quiet, because
they are in one awful mess over there. So Mr.
Bagnall, you can continue.  

Jim Bagnall (PC): Thank you. The only other
thing I want to say is that we are all looking for the
best interests of Prince Edward Islanders right
now. And we’re also looking for the best interest
for our workers, our fish plant people and to make
the deal go as fast as possible and for the best
interest of Prince Edward Island in the sale of
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these plants. 

I don’t think that our committee should be
interfering whatsoever at this time. I think we
should allow the process to play out and once the
process has played out and the sales are made, if
this committee feels that we should go through
Polar and which I think we probably should, then
we will agree to it.   But right now, our thing right
now is to make sure that this deal or a deal can be
work out for the process plants and for the workers
of Prince Edward Island. I still stand by what we
say. We are looking out for the interest of our
constituents and we are looking out for the interest
of the plant workers on the Island and I feel that
the best way is for us to allow the process to take
place and stay out of this until it’s complete. Thank
you.

Ron MacKinley (L)Chair: I’ll have a vote on the
motion. Those people in favour of the motion,
please raise your hand. People that are opposed
to the motion, who oppose this motion on the floor
put by the Leader of the Opposition, Robert Ghiz.
Those people that are opposed to this motion
please raise your hands. Motion has been
defeated. 

It is now 10 past 12.  Before you go, just before
you go, is it okay if Mr. Bagnall and I get together
and decide when we will have another meeting or
do you want to decide here and now?

Hon. Robert Ghiz (L): I would be comfortable with
the same time next week. 

Ron MacKinley (L)Chair: Alright. Is everybody
comfortable with next week and the same time.

Jim Bagnall (PC): What’s the schedules--are
there committees already booked?

Marian Johnston(Committee Clerk): No.

Jim Bagnall (PC): Nothing. We have no problem,
if it’s alright with the group. 

Ron MacKinley (L)Chair: Just a minute and we
will see. 

Jim Bagnall (PC): Well, let’s. why don’t we get
together and if it’s available for next week, we can;
if we can’t, we will set another date.

Ron MacKinley (L)Chair: The way Jim and I have
been cooperating is vice and vice chairman. We
check with our own. 

Unidentified Member: (Indistinct) .

Ron MacKinley (L)Chair: No. I’m saying like it’s
been running pretty good and we (Indistinct)
.Robert if you have trouble with next Tuesday, if
they decide Wednesday, it’s my responsibility to
work with my Caucus and Jim, you get together
with your Caucus ...we will decide ....

Jim Bagnall (PC): I move for adjournment.

 


