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Mr. Chairman: Committee, come to order this morning 
to consider the 1988 Annual  Report of M oose Lake 
Loggers Ltd.; the 1988 Annual Report of Channel Area 
Log gers Ltd . ;  t h e  1988 A n n u a l  R e p o rt of  t he 
Communit ies Economic Development Fund; and the 
A u d i t o r ' s  Repor t  and  C o n so l i d ated  F i n a n c i a l  
Statements as o f  October 31, 1987, a n d  1988 for A .E .  
M c Kenzie Co.  Ltd .  

I would invite the Honourable M i n ister o f  Northern 
Affairs (Mr. Oowney) to make h is  opening statement 
and to introduce staff members in  attendance today. 

* (1005) 

Hon. James Downey (Minister responsible for the 
Natural Resources Development Act, A . E .  McKenzie 
Co. Ltd., and CEDF): M r. Chairman, if I could just ask 
the committee's indulgence to consider one change. 
I know that when we l isted them we had listed McKenzie 
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Seeds as last. If it is possi ble I would like to reverse 
order with McKenzie's and CEDF, as McKenzie's have 
had to come in from out of town. 

If I could get the co-operation of the committee, I 
would appreciate that and that would be the only 
change. Otherwise, I am prepared to start with M oose 
Lake Loggers, Channel Area Loggers, M cKenzie Seeds 
and CEDF. 

Mr. John Angus (St. Norbert): lt is M oose Lake 
Loggers, Channel Area Loggers first, and then McKenzie 
Seeds. Fine. 

Mr. Chairman: Does the M i nister h ave some opening 
statements to make? 

Mr. Downey: Yes, I have, M r. Chairman. I just want to, 
first of al l ,  thank al l  the representatives from the different 
corporations for coming in th is morning.  I hope that 
we can deal very aggressively with them and get the 
information that the Members of the Legislature require. 
The years that we are deal ing  with are '87-88. 

The first one we wi l l  be deal ing  with is Moose Lake 
Loggers. We have M r. Kivisto who is the general 
manager with us.  He is here along with Gordon Trithart 
who is t h e  departmenta l  rep resentat ive a nd the 
department officer who is also secretary of M oose Lake 
Loggers Ltd. 

Before asking M r. Kivisto to report to th is commi ttee 
I want to i nform you that M r. Clement Jones has 
resigned as chairperson,  ind icating that he has other 
responsib i l it ies that must now take priority. On behalf 
of the Government, and on behalf of the Department 
of Northern Affairs, I want to thank Mr. Jones for h is 
work over the past many years. as i t  relates to M oose 
Lake Loggers and the d i rect ion that he has g iven .  

I want to a s  well thank t h e  other board members 
who have committed their t ime to m aking sure this 
corporation ran i n  the i nterests of the community and 
carried on with employment opportunit ies. 

Also since our last report Manfor has been sold to 
Repap and you are also very much aware of that 
company's expansion plans. The comnwnities of M oose 
Lake and M oose Lake Indian Band have .jointly asked 
this Government to divest itself of Moose Lake Loggers. 
Due to the extreme importance of logging to the area 
th is Government, through the Department of Northern 
Affairs, is working closely with the two communities to 
in i tiate a proposal which can demonstrate feasibi l i ty. 

H aving g iven that advance i nformation I would l ike 
to i ntroduce M r. Kivisto who wi l l  provide his comments 
on behalf of the board of d irectors, after which questions 
m ay be a d d ressed to  myse l f  and/or  co m p any 
representat ives as appropriate. M r. Kivisto, if you would 
come forward , p lease, I w o u l d  a p p rec ia te  you r 
comments. 
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Mr. R. Kivisto (General Manager, Moose Lake Loggers 
Ltd.): Thank you, M r. Chairperson, Honourable M inister 
of N orthern Affairs, Members of the commi ttee, lad ies 
and gentlemen. We are here to report on the year ending 
M arch 31, 1988, and I have the pleasure of acting for 
John M artin, act ing chairperson of Moose Lake Loggers 
Ltd. who could not attend today. 

* (1010) 

The year.end review ended in a shortfal l·· position of 
$142,359 which was substanti $11 1y below budgeted loss 
posit ions,  and I feel a good job was done to contain 
the l oss to that figure by al l.concerned. 

The year ending 1988·89 was also a l oss posit ion of 
$183,517, which was offset by a $150,000 operating 
g ra n t  by t h e  Provi nce of Man i t o ba, whic h  was 
approximately $14,000 above budget. 

The fire in' 1989 this year was disastrous,  but the 
firefighters did a good job contain ing  and l imit ing loss 
of t imber in  our camp area, so the out look for our 
operat ions is sti l l  positive. Gordon Trithart the f inancial  
secretary and I wi l l  be h appy to t ry and answer any 
q uestions that the committee has for us. 

Mr. Chairman: M e m be rs of  t h e  c o mmittee,  a n y  
questions? 

M r. Angus: M r. Chairperson,  I am not sure. Through 
you to the M i nister, would  you l ike to offer a bit more 
of an explanation on the Repap opportunity and the 
proposed d ivestiture? I am just not clear on what i t  
was that you suggested. As I understand what you said ,  
t h e  company has come t o  you and said w e  do not want 
to be associated with the Government any longer and 
we want to go our own way. I am just not clear on that. 

Mr. Downey: M r. Chairman, I think i t  was the i n it ial 
intent of the establishment of Moose lake loggers that 
someday the communi t ies woul d  be the owners and 
operators of M oose lake Loggers Ltd. S ince my term 
in  office in the last few months, I h ave received from 
both the M oose Lake comm u nity, which fal l s  under the 
Northern Affairs jurisdict ion, and the Moose lake Indian 
Band, a proposal to take over the operat ions of M oose 
Lake  loggers ,  w h i c h  w o u l d  i n  fact e l i m i nate the 
part icipation by the province in the operation of that 
company. lt would be totally g rass·roots commun ity 
operated; in  conjunction with the supplying of wood 
for the'·otd M anJor or  the Repap operation ,  and i t  is 
at the community 's i n it iative that t hey have come 
forward request ing the takeover of the company. 

Mr. Angus: M r. Chairperson ,  I appreciate and applaud 
the in i t iative and the confidence that the shareholders 
of the organization have. Is this just a transfer of shares? 
There �A�ould  not  be any sale condit ions, i f  you l i ke? 

M r. Downey: M r. Chairman ,  at this current time the 
Government are working in co-operation  with the two 
communities to see how it would best be able to be 
transferred to them. l t  would  not be the intention of 
the province to make any profit or  to hold up the 
activit ies. That is now i n  progress. 
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There is a report being developed which I h ave n ot 
received yet. lt is sti l l  in the stages of discussion between 
the two communities and the province, but as I indicated 
I do not expect that t here would be any large amount 
of money, but it would be the assurance that t hey would 
be able to cont inue to operate as a commu nity-based 
company and cont inue with the employing of people 
and the activities that they h ave trad it ional ly had in 
that community. 

Mr. Angus: I am not clear as to who owns the cutt ing 
r ights. Wou ld  it be Repap that would own the cutting 
r ights or d o  the M oose Lake Loggers have designated 
areas for cutt ing r ights? Wou ld  those be transferred 
with the agreement? 

Mr. Downey: M r. Chairman, i t  is  my understanding  that 
it is part of the Repap cutt ing area. H owever, that area 
through the past many years has been dedicated to 
M oose Lake, the Moose Lake community and M oose 
Lake Loggers .  There wou l d  be n o  change in t h e  
dedication of those cutting rights. l t  would remain with 
M oose lake and M oose lake Loggers on the ongoing 
h arvest ing of that wood . 

* (1015) 

Mr. Angus: As I u n derstand it t he n ,  t he r e  i s  a 
designated area that has been set aside for the M oose 
Lake Loggers to do a harvesting .  Has t here been any 
i n d i cat i o n  or a n y  c o n s i d erat i o n  of  reviewi n g  t he 
parameters of the area and/or the cutt ing area or 1s 
the management satisfied that they have a sufficient 
area? 

I br ing that up as a result of the remarks made in 
relat ion to th e  devastat ion of t h e  f i re .  G iv ing an  
individual company the  rights to harvest something that 
perhaps is not there is not giving them very many rights 
at a l l .  

Mr. Downey: Wel l ,  M r. Kivisto may want to comment, 
but my general comment would be that is part of the 
forestry management program. 

In d iscussing this with M r. Kivisto he indicated that 
t h e re a ppeared t o  b e ,  a n d  has  been , suf f ic ient  
protection of  the  forest to carry on with their operations, 
and I do not see any reduction in  their harvesting 
because of i t .  

One area that may be increased i n  activity is the 
replant ing or  the scarification of t�e ground that has 
to be done, which again could be 

'carried out by the 
M oose lake activities. M r. Kivisto may want to comment 
as i t  relates to the wood supply. 

M r. Kivisto: There is no firm inventory yet. Repap is 
doing th is and it  will be out shortly. I think the p rovince 
is also d oing inventory, but I th ink we can carry on an 
ongoing ·operation there. 

Mr. Angus: You feel t here is enough lumber to be 
h arvested in  the designated area that has been set 
aside for you? 

M r. Kivisto: Yes, I th ink t here is st i l l  ample opportunity 
there. 
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Mr. Angus: Mr. Chairperson, let me just share with 
you some observations, and perhaps they will lead to 
some indications from the Minister as to whether I am 
right or I am not right and what controls can be put 
in place. 

As long as we collectively, the Government-owned 
Manfor pulp and paper mill, we could arrange to agree 
to acquire, from Moose Lake Loggers, stock that we 
needed. That influence was always there, whether it 
was right or wrong there was an agreement. I am a 
little bit concerned. 

I do not recall specifically the details of the cutting 
charges, and/or what was to be paid by Repap, and/ 
or whether there were any guarantees of minimum 
amounts of purchase. My concerns would be that as 
we have transferred the corporation to the private sector 
they will be attempting to run an efficient operation. 

If these businessmen from this area find it difficult 
to compete in terms of dollars and cents, that is if 
Repap can bring in their own people and harvest their 
own trees from other sections, what minimum 
assurances are there that purchases will be made from 
this organization? 

Mr. Downey: Mr. Chairman, as we are dealing with the 
'87-88 report I think it would-and I will try and tie it 
in to answer the Member. 

One of the major problems that Moose Lake Loggers 
had was when under the operation of Manfor by the 
province they saw a major reduction in the price of 
cordwood, which in fact caused the loss of massive 
amounts of money in the report that we are dealing 
with. That, Mr. Chairman, is something that has to be 
put on the record. 

Since that time there have been small increases 
dealing with the returns to the company. I can assure 
the Member that this area has been dedicated to the 
Moose Lake communities. Moose Lake community 
people have been in full discussion with the Repap 
operators, in fact to the point of getting assurances 
that they would be quite comfortable to proceed in the 
taking over of Moose Lake from the province as it 
relates to the continuing supply of Repap. Repap and 
they have been very close in their discussions as to 
t heir ongoing operations. 

* (1020) 

Mr. Angus: Do I understand that there are specific 
agreements to acquire, at fixed prices, product over 
a specific period of time? The Minister is nodding 
affirmatively. Is that Mr. Kivisto's understanding? 

Mr. Kivisto: I have not at least spoke to Repap on the 
new contract terms yet, but I think it will carry on in 
the same manner as Manfor did in the past. I do not 
really think that there is going to be any difficulty in 
arriving at terms. 

Mr. Angus: Through you , Mr. Chairperson, to Mr. 
Kivisto. I would be concerned that I had what is called 
" ironclad " contractual arrangements with Repap before 
I invited the Government to pass over to us. 
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It has been my experience that the Government can 
influence and/or direct. Sometimes when they are 
looking at the broader picture as opposed to just the 
dollar and cents bottom line, they look at the needs 
of a community and the work relation from the contracts 
that they can get, and they can assist in ensuring that 
the contracts are fair and equitable. 

So whatever the board can do, Mr. Chairperson, 
through you to those representatives of the board, to 
ensure that those cutting rights are secure in an area, 
that there is a review process, and that there is a 
guarantee that a certain quantity will be acquired and 
purchased to give them a leg up on it. 

The second question I have, Mr. Chairperson, is the 
planting of seedlings. I notice that they have undertaken 
for Manfor the planting of seedlings. I suspect that is 
in their own designated area. I wanted to be assured 
that that was going to continue as well. 

Mr. Gordon Trithart (Secretary-Treasurer, Moose Lake 
Loggers Ltd.): Mr. Chairman, in our deliberations with 
the two communities, that is the community of Moose 
Lake and the Moose Lake Indian Band, we have been 
working closely with Repap along with them, and all 
the information that has been made available to me 
on a first-hand basis was indicative that Repap I) wanted 
the supply of wood; 2) they wanted to work closely 
with the two communities to ensure that there there 
would be a long-term supply; 3) they wanted to be 
assured to the extent possible that the new entity of 
the two communities would in fact be operating in a 
manner which was conducive to them being able to 
pay for the wood. 

So you might say that there is a great deal of effort 
going on between the two communities and Repap with 
the Government trying to at this time see that the 
communities' interests are there at all times. 

We have also talked about reforestation for the future 
and of course they are willing. 

As far as a long-term concrete agreement, there is 
not anybody in the industry that will give you that type 
of an agreement. They always leave a way out, like if 
you cannot produce the wood , they have to be able 
to go in and get it because they need it for their 
production line. Other than that I think Repap has the 
interests of the two communities in mind. Thank you. 

Mr. Angus: Mr. Chairperson , an observation again, 
Repap has the only game in town in that neck of the 
woods as it were, and so I appreciate that they have 
to have raw product in order to be able to produce 
their finished product. There is no doubt in my mind 
about that. 

* (1025) 

If the Channel Area Loggers or the Moose Lake 
Loggers had absolute cutting rights to all the designated 
harvesting area, then I would not have any difficulty 
with that because then they would have as much to 
gain in holding back and negotiate as Repap would in 
not acquiring to produce, so that there would be a 
balance in terms of negotiation, if you like. 
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Unfortunately; that is not the  case. The case is that 
Repap is-looking at acqu ir ing other cutt ing r ights i n  
other are�s. I wou l d  b e  concerned if  they felt ,  i n  t h e  
interest o f  tile bottom line a n d  not looking a t  t h e  broader 
picture ,  i f  they were prepared to t ry and n ickel and 
dime a wortllwh ile organization l i ke this out of business, 
strictly on a competit ive basis. What I am suggest ing 
is that any security as to minimums,  meeting certa in 
criteria of productiPn · that could be garnered i n  a 

transfer agreement, would be benefici�l .  

Right now, Mr. Chairperson, through you, the major 
shareholder is the Province of M�nitoba, so if  you run 
into a d ifficulty, if there is  some reason you cannot be 
competitive, you can go to  tile major sllarellolder and 
say, look, we have a proble m ,  do you want to ante up? 
When you are Yollr own sll�reholders you do share the 
rewards fll'!d the opportunities for expansion, yes, .but 
yOU alSO< have to be prepared to re�ogniZE! and deal 
with the down side. 

I am just sugtjesting , Mr. Chai rperson, before I turn 
it over to my col league from Selk irk (Mrs. Charles), be 
very cautious about securing ,  as best you can, based 
on productivity I would suggest, fixed fees in return 
for the agreement and get tile Government to help 
negotiate that with Repap. 

Mrs. Gwen Charles (Selkirk): To fol low up on the 
q uestion ing about reforestation ,  I note in the Moose 
Lake Loggers Report that it i ndicates they were allowed 
to plant ,  or  g iven the contract rather to p lant one
million-and-some seedl ings, l:lnd yet in the Channel 
Loggers· Report they were

· 
unsuccessful' in its bid for 

reforestl:ltion contract as i t  quotes. 

Why was one given a contract and the other n ot? 

Mr. Downey: I think, Mr. Chairman, we can get into 
the q uest ioning on the Cllannel Area l-ogger ones, why 
they d id  not get one, when we get it before the 
committee. M r. Kivisto can,  I am sure,  report as to how 
they were able to accomplish a contract. In fact , I th ink  
there is  some additional information whicll wou ld  be 
llelpful as it deals w i th  Chl:lnnel Area, as tlley now I 
b e l ieve h ave been  a b l e  to receive u nder o u r  
admin istration some contracts to reforest. 

Mr. Kivisto: Manfor at tile time right n ow there, or 
Repap,  they control the tree pl$lnt ing and so we could  
dea l  d ir�ctly with Manfor at ttie t ime this report was 
made, aftd this is the reason �hy we go' the contract. 

Mrs. Charles: Am I to tal<e it the converse is true, 
that Channel Area Loggers could not deal d i rectly with 
Abit ib i  Price and therefore they could not get the 
contract for reforestation? 

Mr. Downey: We wil l  further c larify that, Mr. Chairman ,  
when w e  get Channel Area forward , but I understand 
that they now h ave a contract with the Depl:lrtment of 
Natural Resources for reforestation and so it is the way 
in which the Mem ber reflects it. 

Mrs. (:harles: In a contract for planting seedlings, what 
does the contract entai l? Is it just tile planting of 
seedl ing$ or is it the· reforestation of the forest? 

Mr. Downey: . I w i l l  just make one brief comment, M r. 
Chairm an. As I understand it t here are two ways of 
doing i t .  One is, some areas wi l l  replant themse lves if  
mechan ical scarification is carried out and the regrowth 
in fact comes back, probably a little too thick if anything,  
and I have seen some of i t  f irst-hand when I visited 
the Moose Lake community, and other areas which in 
fact are hand p lanted. 

* (1030) 

Mr. Kivisto: Tllat is true, it is scarification which is a 
rnaclljne pu lling  a drag, b reaks up the mineral soil and 
tile cones and the area is in  th is  manner reforested 
by itself without seed l i ngs. In  other areas where you 
m ay not be able to pull a drag because of tile swampy 
nature of the ground, then you m ust replant. The areas 

, that we replanted were planted with b lack spruce 
seedlings. Black spruce is one Qf the best type of trees 
to grow in tllis nortllern l:lrea. 
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Mrs. Charles: FL!rther to that, once eitller type has 
taken place as scarificat ion or the direct p lanting is  
there any follow up to the forest? Wllo is in charge of  
making sllre that forest develops properly and fu l ly  .as 
it cont inues on in growth? 

Mr. Kivisto: In  Ol!f area tllat would be Repap. Moose 
Lake wou ld  have nothing to do with it. 

Mrs. Charles: The Minister is  loot<ing up to God and 
certainlY woul d  hope he would have a good part to 
p lay i n  tllat, but i t  is  hard to write him into a contract, 
or maybe it shou ld  be easier to write him into a contract, 
but it does not seem tllat he is wel l regarqed by many 
people. 

' 

Further to that,  you are saying Moose Lake l-oggers 
can therefore p lant the seedl i ngs and then basically 
walk away from the land, and Manfor, if anything  goes 
wrong with tile growth ,  the type of g rowth or the 
environment t hese new forests are developing in ,  then 
i t  would be. Manfor's  responsibi l ity at that t ime, or Repap 
as the case may be now? 

-

Mr. Downey: Mr. Chairman, as I understand it the 
Forest Management Department with in the Department 
of Natural Resources is in charge of seeing whether 
or not i t  has been properly done, that who is in  charge 
of our forests, tradit ional ly under Manfor and the 
people's own company, that m ight have been the case, 
because they d id  not plant tree for tree as is with in  
the Repap Agreement. 

As I understand i t  the new agreement is a l iving tree 
for a l iving tree. So there wi l l  have to be closer scrutiny, 
and I am sure wi l l  be, as to the reforestat ion that has 
to be carried out. I am satisfied with that, and I notice 
M r. Kivisto is nodd ing in  thE! aff irmative to that as wel l. 

Mrs. Charles: That l i ne ,  a l iving tree for a l iving tree, 
has been used on many occasions. I would l i ke  that 
defined. Is th is  a l iv ing tree when planted , or a surviving 
successful  l iv ing t ree to maturity? 

Mr. Downey: My i nterpretation would be the second 
of which the M ember has put on the record. 
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M r s . C har les :  I w h o l l y  s u p p o rt t h e  M i n is te r ' s  
interpretat ion.  I am just wondering if that has ever been 
defined anywhere. 

Mr. Downey: I th ink it is  being done r ight now, M r. 
Chairman.  

Mrs . Charles: I am not sure,  I th ink this is sufficient 
in  that th is is a major amount of our province that wi l l  
be denuded of trees. A l iv ing t ree p lanted and a l iv ing 
tree harvested are not necessari ly one and the same, 
and the M in ister certain ly can appreciate that.  

So I would  hope there is not just "I th ink" and "we 
hope so," but that it is spelled out and defined in the 
contracts, s ince we have not been able to sit in  M anfor 
deal ings. In committees it is d ifficult for us to have th is 
informat ion.  

Further to the harvesting of trees, the Member for 
Moose Lake Loggers has ind icated there have been 
some studies done and i nventories undertaken. Can 
both the M i nister and M r. Kivisto explain what type of 
i nventories they are and how detailed they are p lease? 

Mr. Downey: As I understand it ,  i t  has been done since 
the forest fire activity and is not complete yet . M r. 
Kivisto, do you h ave something to add? 

Mr. Kivisto: This is the way I understand i t  too, that 
it is not complete yet . 

Mrs. Charles: There was some ind icat ion that partly 
ihe company was doing it and partly the province was 
doing it. Is that the procedu re in that they wi l l  get their 
information together and compare it at that t ime? 

M r. D o w n ey: I a m  sure the N at u r a l  Resou rces 
Department i s  i n  fact doing it ,  and I woul d  think the 
company would be doing i t  for their own interests as 
wel l ,  to know exactly what resources there are there 
!or their h arvestin g  plans. l t  is  i mportant that both the 
p rovince and the company that want to harvest the 
product know p recisely what the resources are, the 
reserves. 

Mrs. Charles: Can M r. Kivis!o indicate how o!d the 
trees are that are being h arvested , the forests? Are 
they in the line of 80 years old or so? 

Mr. Kivisto: Some of them are over 100 years o ld ,  
woul d  say anywhere from 80 to 120 years o ld .  

Mrs. Charles: Is  i t  expected the same length of t ime 
wi l l  take for  regrowth of that u nti l  it can be reharvested? 

Mr. Kivisto: I wou ld say i t  would take approximately 
the same amount  of time. 

Mrs. Charles: How long of a harvesting area, I mean 
the amount of area we have, how long wi l l  it take unt i l  
it is  completely harvested? 

Mr. Kivisto: I n  our  area, well, I could not really h azard 
a guess because I have not really been involved in  any 
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stu dies on our area. That would be the Repap Forestry 
Department that wou ld do that. 

Mrs . Charles: To the Min ister then, they must have a 
plan of how long the forest wi l l  be able to keep the 
company going,  whether it is 1 0  years or 50 years. Can 
the Min ister indicate how much supply is avai lable for 
harvest ing and for what length of t ime? 

Mr.  Downey: I th ink we are somewhat off Moose Lake 
report of 1 987-88 but I will try to help the Member out, 
that it is my understanding they can continue to operate 
t h e  p l a n t  w i t h  t h e  resou rces that  are avai l a b l e ,  
cont inu ing on with t h e  program o f  reforest rat ion a s  has 
been planned , cont inu ing on with the harvesting as has 
been planned, and the area that is avai lable to them. 
I would appreciate deal ing with the report of '87-88 if 
the Member does not mind, but I wi l l  try and help her 
in  areas that she is having d ifficu lty. 

Mrs . Charles: There is a comment I would l i ke to say 
on that answer, but the M i nister in this Government 
seems to want to avoid any questions about the amount 
of forest avai lable to Repap and I certainly understand 
why they wish to avoid that. I just wish to put on the 
record that as my understanding through Professors 
at the University of Winnipeg that the original logging 
company at The Pas had to be closed down at one 
time because of lack of forests avai lable for harvest ing,  
I d o  hope that we do not see that in  the case of Repap. 

M r. Angus: Getting back to the specifics of the report, 
in  glancing at it, correct me if I am wrong, you are 
$1 42,000 into the g lue for last year's operat ion and 
you had a loss of that nature. 

I also noticed i n  the report that the Government 
s u b s i d ized y o u r  Workers  Compensat ion  Board 
payments by approximately $60,000 and provided you 
with a secretary-treasurer for approximately $35,000.00. 
In looking at th is from a private enterprise aspect you 
are a q uarter of a m i l lion dollars i nto the glue.  What 
are you going to do to turn that around when you take 
it over and cannot go back to your shareholders and 
say, hey, we need some help.  

M r. Downey: That is part of what is being worked on 
between the M oose Lake community, the Moose Lake 
Band in d iscussions with Repap as to how it in fact 
can be carried on and become a profitable operat ion,  
and that is the process that I have said that I am wait ing 
o n  a report on.  He is point ing out very clearly some 
of the d ifficulties that the taxpayers or some of the 
contributions that taxpayers have made and this has 
been an ongoing pol icy that the p rovince pay for the 
Workers Compensation as they have done in  Channel 
Area Loggers. 

Mr. Angus: I appreciate that i t  is d ifficult and the board 
and the Government have to make the decisions. My 
understanding of the original reason for going into this 
business was to help create the employment in  the 
community which it seems to have done. There are an 
awfu l lot of locals employed and gainful ly employed . 
I suspect, read ing between the l ines the idea was, let 
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us g ive these people an opportunity to own and operate 
a business as best· they can because the cost of 
provid ing the social services and looking after them 
from a Government perspective is  a lot more than the 
rewards that can be gained by them doing these types 
of th ings. 

* ( 1040) 

So the Government attempted to provide. guidance 
in the terms of a secretary-treasurer who I would thin k  
would b e  a competent a n d  capable ind.ividual w h o  would 
g ive guidance and grossly underpaid ,  I am sure. Then 
as I say, the arrangements wer� m ade to underwrite 
and assist them with their Worker Compensation Board 
st i pulat ions and I applaud the i n it iative, I encourage 
the in it iative. I am really concerned that when the golden 
carrot is  dangled in front of their  eyes of i ndependence 
and autonomy that may be a desirable end result. There 

··· is an awful lot of chinks in th is  armour, Mr. Chairperson,  
th rough you to the M in ister, that really h ave to be stop
gapped before you make t hat decis ion. So I am a litt le 
bit concerned about the Moose Lake Loggers, who I 
am sure have desire and h ave interest and have 
educat ion and fami l iarity and know their  business well, 
deal ing with a large cong lomerate such as Repap, who 
may not have the continuing best interest of the 
residents of the Moose Lake area in m i nd when they 
subsequently report, M r. Chairperson , to a board of 
d irectors that cal l  the shots and who do not live i n  the 
area and do not have the same concerns. 

Mr. Downey: Lhave no d ifficulty with what the Member. 
has said and again I want h i m  to remember how th is  
process h as taken place. we have been approached 
by both the com munity and the band to take over the 
operation. They have available to them their own 
consultants and advisors and management people. 

We are not forcing th is. We are trying to make sure 
that we can accommodate it really is what we are doing. 
We realize as the numbers point out here some of the 
d ifficulties that have been incurred over the past. I th ink 
that we can have improvements for both the taxpayers 
and for the community as it relates to the operat ion 
of the company. I cannot assure them that we can turn 
it around as a Government operation but they feel 
comfortable or confident that they h ave some ideas 
and thoughts that i f  they were to get the end reward 
of improving the ir  company that i t  probably would  in 
fact improve faster. I am not going to let the th ing fall 
through into a situation where they do not have those 
jobs. I want to see them operated. I want to see the 
long-term viabi l ity of th is enhanced, and that is how 
we are approaching it, M r. Chairman. I ful ly acknowledge 
what the Mem ber is  saying. 

Mr. Stev��t Ashton (Thompson): M r. Chairperson, I also 
want to· talk in terms of the current financial s ituation 
and any future plans. Obviously the l oss in  the last 
fiscal year was the largest loss certain ly  in  the last ten 
years, as I read the statements. I am just wondering ,  
the  M i n i ster  i n d icated t h at t here h a s  been some 
i m p rovement  i n  the cu rrent  f isca l  year. I am just 
wondering what the experience has been in the f irst 
two quarters this year in terms of the profitability. 
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M r. Downey: Can I just again point out for the Member 
that to .say that the reason for the major loss in th is 
year occurred was because a reduct ion i n  the pr ice 
paid for the cordwood which they were cutt ing  these 
first two quarters, I wi l l  have either Gordon or M r. Kivisto 
comment as i t  relates to some improvement in this fi rst 
two q uarters if they want? 

The quest ion was how is the company . m_porting the 
first two quarters of the current year t hafwe are in? 

Mr. Ash.ton: Yes. 

Mr. Downey: I do not have t hat specifica"ily. I can get 
it for the Member at a future t ime, but I do n ot have 
an update as to what the first two quarters of th is  year 
are doing. Is it in a better posit ion t han last year? 

I can ind icate, if this helps the Memb�}. the actual 
is  not qyite less than half of what the budget was. 11 
was budgeted to lose $1 06,000 and its actual to the 
August 12 d ate of 1 989 is about $67,000.00. So i t  has 
shown some improvement. 

· '  

Mr. Ashton: So there has been an improvement. Is 
that because of improved pr ices? Is that because of 
other activity on behalf of the company? 

Mr. Downey: Again it is a good news-bad news 
situation. I bel ieve the camp was rented out for the 
use of evacuees and people during the forest f ire activity, 
so it is not d irectly related to the operation of the logging 
company. 

Mr. Ashton: So th is is the si lver l in ing in the dark cloud 
of the forest f ires i n  terms of i mprovements on the 
company's side. So there is  the continued problem of 
the price paid by M anfor not being sufficient to provide 
a break-even.  Is that essentially the current situation 
f inancially? 

Mr. Downey: I th ink that is one of them, M r. Chairman, 
not totally. I th ink the cost of operat ing the camp has 
been a tremendous burden on the company, the fact 
that there is a heavy expense as it relates to the camp 
some 70 m i les out of M oose Lake, and that is  reflected 
in the bottom l ine of the company. I have to say that 
i n  my estimation if we coul d  f ind alternative uses for 
the camp site as it relates to train ing and/or other 
activities, i t  would in  fact take the burden off the 
company, and I am not f in ished looking for alternatives 
as it relates to training· for that•camp. That is the biggest 
problem that they are having ,  the maintenance of the 
camp and the cost of operat ions. 

M r. Ashton: I am wondering if the Minister is conducting 
any d iscussions with KCC, for example, in  regard to 
the train ing. There are going to  be requirements with 
the Repap expansion for trained people, and one of 
the experiences of the last n umber of years has been 
that simulated train ing  is far better than classroom 
training. Some of the train ing that was done in  the 
communi ties, for example, by Limestone Train ing or  in 
Pipe Lake could be far more successful than some of 
t h e  c lassroom t ra i n i n g  t h a t  had p revi o u sly been 
provided. I am wondering i f  th is  is  an option that the 
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M inister would be wi l l ing to look at, and that is having 
KCC or Repap itself conduct some of the training out 
of the Moose Lake fac i l ity. 

Mr. Downey: Yes,  that has been requested and is an 
option that is being looked at. We have to remember 
though ,  and I can remember this after first taking over 
the operations of M oose Lake Loggers, the fact that 
the agreement at the M anfor p lant would not a l low 
them to take wood at lower cost that was generated 
by t ra inees in t h e  forest. I do not t h i n k  I a m  
m isrepresenting what actual ly took p lace. I know that 
M r. Kivisto had pointed that out to me. 

I think it  is  not an insurmountable problem and that 
is what I am saying. That is an option that I would l i ke  
to  see take place, to use the  faci l ity of  the  camp.  I h ave 
noth ing to report in a positive way that has been 
completed ,  but again what the Member is saying is a 
poss ib i l ity that I would  l ike to see carried out. lt would 
g ive the local community a return for the use of that 
camp other than just using it for an outpost for their 
logging operation. 

M r. A s h ton:  I am certa in ly  encou raged by t h e  
community's interest. lt  comes a t  a d i ff icult t ime. 
Obviously th is is the worst loss position the company 
has been in in the last decade, not through any fault 
of their own , through the general m arket conditions 
that are facing them. With 73 jobs at stake I guess the 
only concern would be in terms of whatever cond itions 
were n egotiated , because obviously if you were tak ing 
an operation that is losing, in this case less than was 
budgeted but sti l l  losing a significant amount of money, 
it seems to me t here would  have to be some sign if icant 
support from the provincial Government, even if  it  was 
turned over to the community, at least on an interim 
basis for the company to be viable. 

I bel ieve the report refers to 73 jobs. Seventy-th ree 
jobs in that area is very significant and certainiy wel l  
worth even the subsidies that have taken place in t hese 
years although I would point out, as the report ind icates, 
that in six out of the last 11 years the company h as 
been profitable. lt is certainly wel l worth it. I cannot 
think of any other job creation program that provides 
the same value for the money. I also tend to agree with 
the community to a certain extent that with some 
innovative changes to  the operat ion and also with the 
stake of the operat i on-one t h ing the com m u ni ty 
econ o m i c  d eve lop ment h a s  sh own i s  t h at w h en 
communt ies have a stake in what happens you get a 
tar better result  than when the stake real ly is held by, 
in th is case a Crown corporation or in other cases a 
private company. I would certainly ind icate our interest 
in seeing the community's proposals l i stened to, so 
l ong as t here is the e q u i va lent support f rom t h e  
provincial Government. 

Mr. Chairman: Shall the 1987-88 Annual Report of 
M oose Lake loggers be passed - pass. M r. M inenko 
had a few questions? 

Mr. Mark Minenko (Seven Oaks): On M oose Lake. 

Mr. Chairman: Okay. 
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Mr. Minenko: Even though it is passed? 

An Honourable Member: Leave of the committee. 

Mr. Chairman: Leave? Okay, good . M r. M inenko. 

* ( 1050) 

Mr. Minenko: I would l ike to d i rect some questions 
with respect to the report that we do h ave ending in 
March 3 1, 1988, d i rect some comments with respect 
to page 6 of the report where it sets out the train ing. 
I would l ike to ask some questions of the M i nister and 
staff with respect to the on-job training of these sites 
here. 

Who is in charge of the on-the-job  training? 

Mr. Downey: M r. Chairman, the local board of directors 
is in charge, plus the management. 

Mr. Minenko: Who has the day-to-day operational 
control of that? 

Mr. Downey: M r. Reno Kivisto, who is sitt ing here at 
the head of the committee. He is bigger than you are. 
Just an observation. 

Mr. Minenko: In accordance with what standards is 
the training provided? Is there a set training plan or 
is i t  d one on an ad hoc basis? 

Mr. Downey: Yes, M r. Chairman, the operation of 
equipment and replanting and activities as it relates 
to the forestry. 

l\llr. Minenko: Does that relate to a particular standard 
or is it a standard determine by the corporation? 

Mr. Downey: I guess, M r. Chairman, it is to the 
satisfaction of the company that are operating the 
train ing program at their own expense really. They are 
in control of it and it is in the best interest of the 
company to have people qualif ied and capable to carry 
on with the day-to-day operations and make sure they 
have an avai lable workforce who are competent and 
qua l if ied. 

Mr. Minenko: Are there any national or any types of 
qual ifications received as a result of this training that 
are transferable to other employment, either in the 
Province of Manitoba or outside? 

Mr. Downey: I would say, as it relates to the personal 
sk i l ls  of those individuals to move on either to another 
work activity of simi lar nature and/or advancement in 
the company of M oose Lake and/or further wood
re l ated act iv i t ies  or m anag e m e n t. If it is on the 
management side, then opportunities open up,  and then 
this  work  exper ience and q u a l i f i c at i on w o u l d  be 
supportive of that person moving on. As far as having 
a d egree in forestry, no, there would be no paper 
degrees that would come from the activities. 

Mr. Minenko: Really, the training that the people receive 
is really oriented towards the company. Is that correct? 
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Mr. Downey: That is correct. 

Mr. Minenko: So these skills are not transferable 
outside of the company? 

Mr. Downey: Yes, for a company of similar type activity, 
they could be used in other activities in another 
company. 

Mr. Minenko: Is there any tie in with respect to the 
Limestone training programs in the past? 

Mr. Downey: Not at this current time. There could 
have been some in the past. I will let Mr. Kivisto answer 
that, but at the current time I do not believe there are 
any. 

Mr. Kivisto: We have trained through the Canada 
Employment Centre. With their help we have trained 
clerks and in fact one of the clerks that was trained 
at our operation is now in the Northwest Territories. 
He is actually doing the administration of a town in the 
Northwest Territories, which is Alex Campbell. He used 
to work for Northern Affairs after he worked for us, so 
some of them are transferable. The ones that are in 
job training for cutters, skidder operators, they would 
only be transferable to a company similar to us. 

Mr. Minenko: I would like to just ask your staff, seeing 
the Minister could not reflect on the past years, was 
any of the training being provided by the company 
directly related to the. Limestone training programs? 

Mr. Kivisto: No. 

Mr. Minenko: With respect to the notation on whatever 
page that it has the number of people that were hired, 
on page 2, the third last paragraph , dealing with the 
contract to plant seedlings. There were 34 jobs created. 
How long were these jobs created for? 

Mr. Kivisto: They would be only for the specific time 
until the planting was finished , approximately six weeks 
to eight weeks. 

Mr. Minenko: How were people hired for these jobs 
then? 

Mr. Kivisto: Mostly through the Canada Employment 
Centre Outreach at Moose Lake. 

Mr. Chairman: Mr. Minenko, any more questions? 

Mr. Minenko: Dealing with the report, Exhibit C, 
statement of revenues and expenditures, comparison 
between '88 and '87, I see there is, although the drop 
in the actual log-cutting contract, I see there is quite 
a jump in the board charges. I was wondering if 
someone could comment on exactly what that is and 
what is involved with board charges and what could 
explain the almost 100 percent increase? 

Mr. Downey: A point of clarification, is the Member 
referring to board charges on the revenue side? We 
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have shown an increase from $59,000 to $96,000 as 
it relates to board charges as an income, right? 

Mr. Kivisto: This is room and board charges. If I 
remember correctly, it is quite awhile ago. If I remember 
correctly it is because I set an increase in the room 
and board charge. 

Mr. Minenko: The next point is road maintenance. 
Again we show an increase there. What exactly is 
involved in the road maintenance? 

Mr. Downey: Mr. Chairman, it is important to make 
sure the roads are maintained to get in to get the 
product off the fields, the forest fields, and to make 
sure they are capable of being travelled by employees. 
It is that kind of maintenance we are talking about. 
There is no major construction in here to my knowledge, 
and/or it could be a small bush road or two that could 
be put in. 

Mr. Minenko: Is that paid by the Highways Department 
to the corporation or where does that revenue come 
from? 

Mr. Downey: By Repap. 

Mr. Chairman: Any more questions? The report is 
accordingly passed. 

* (1100) 

CHANNEL AREA LOGGERS LTD. 

Mr. Chairman: The next one is Channel Area Loggers. 
Mr. Minister, for some comments. 

Hon. James Downey (Minister responsible for the 
Natural Resources Development Act, A.E. McKenzie 
Co. Ltd., and CEDF): I would just like to thank Mr. 
Kivisto and Mr. Trithart and the board for their long 
years of service and work to try and operate the Moose 
Lake company. 

Let me now introduce Harold Lasn who is the 
manager of the Channel Area Loggers. We still have 
the same departmental officer who is Gordon Trithart 
who looks after it as far as the Northern Affairs 
Department is concerned. 

Let me first of all , in the introduction again this year 
of Mr. Lasn, compliment him in the way in which he 
has been able to take over the responsibilities of 
Channel Area Loggers. This report that we are dealing 
with today, this period of time, has not been under the 
direction of Mr. Lasn, but I can say that current reports 
as are coming out of Channel Area Loggers are much 
improved, and I compliment not only Mr. Lasn but the 
co-operation the board has provided and the work force 
at Channel Area. 

We are all aware that we are dealing with the report 
of the year ending March 31, 1988, and since another 
year has elapsed we are prepared to touch briefly on 
the year ending this year as well , 1989, to maybe assist 
the Members with their current understanding of what 
is going on within the company. 
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In summary, the two years ending March 31, 1989, 
are financially discouraging. However, I am heartened 
as I said earlier by the deliberate steps the company 
has taken since late 1988. That is the hiring of an 
experienced manager, decrease of $40,000 in loss 
position for 1988-89 and the general efficiency trend 
that appears to be sustained into early results of 1989-
90. 

I suggest we allow Mr. Lasn to make his opening 
remarks after which we can discuss the detai ls of the 
report. 

Mr. Harold Lasn (General Manager, Channel Area 
Loggers Ltd.): Mr. Chairman, Honourable Minister of 
Northern Affairs, and Members of the Standing 
Committee. Mr. Lester Everett, who is the chairman of 
the board of Channel Area Loggers, was unable to 
attend so I will be acting on his behalf to provide you 
with the annual report. 

This report covers the operating year of April 1, 1987, 
to March 31, 1988, inclusive. During this operating year, 
Channel Area Loggers sustained an operating loss of 
$207,541.00. This loss was considerably higher than 
the previous year, but I feel that there were contributing 
factors involved. 

The major factor was the lack of qualified 
management which created the problem of improper 
planning, and layout which results in lower production 
and much higher costs. An interim manager in January 
of '88 was brought in and through his management 
was able to hold the loss at the mentioned figure rather 
than to let it escalate any further. Also because of the 
lack of knowledge, maybe from the manager, there was 
a three-week work stoppage by cutters and truckers. 
Measures are now in place to keep this from happening 
again. 

Mr. Chairman, that concludes my portion of the annual 
report, but I would like to state that along with Mr. 
Trithart I would be more than happy to answer any 
questions relating to the direct operations of Channel 
Area Loggers Limited. 

Mr. Chairman: Any questions from t he official 
Opposition and the third Opposition-Mr. Ashton. 

An Honourable Member: Second Opposition . 

M r. Chairman: Second Opposition , okay. 

M r. Steve Ashton (Thompson): Well, when you are 
second, you try harder. 

I just want to follow up, in terms of the current financial 
situation. I guess once again parallelling the previous 
report the fiscal year we are dealing with here is a 
significantly higher loss than in previous years. In fact 
I believe it is really one of the largest losses. There 
was a larger loss actually a number of years ago. I 
guess in'85 and also in 1980. 

I was wondering if we could get an exact indication 
of not only the current fiscal year, if we can call the 
'89 fiscal year that just ended, but in terms of the 
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subsequent two quarters, the current fiscal year and 
what the projections are, what the budgeted loss is 
and what the performance has been. Has it been similar 
to the Moose Lake situation, where it is coming in better 
than planned, or have there been other difficulties? 

Mr. Downey: Mr. Chairman, the company is projecting 
for the total year of '89-90 a turnaround in the company 
in showing a profit of just under $80,000 for this year. 
That is what the projection is for this 1989-90 year that 
we are in. 

I am satisfied that we have seen some positive 
activities taking place, and I think when one looks at 
the management problems that the manager has 
referred to- plus we went through a very difficult year 
with forest fires the following year, last year in that 
Berens River area. In fact, added to the losses which 
cost us money for road upgrading and lost time in 
harvesting-

An Honourable Member: That would have been before 
this report . 

Mr. Downey: No, it is following this report . This is '87-
88. Last year, '88-89, was the difficult year in the Berens 
River for forest fires , the first year in which I was the 
Minister. 

Mr. Ashton: The projections of a profit, what has the 
experience been in the first two quarters of this year? 

Mr. Downey: The first two quarters, as of July 24, we 
have an actual loss of just under $90,000, and that is 
$10,000 over a budget of $79,000.00. 

Mr. Ashton: So the budget was for a loss of $79,000 
the first quarter, it was over that, but the projection is 
for a profit in the overall fiscal year? Is that my 
understanding? 

Mr. Downey: Would you repeat that, please? 

Mr. Ashton: For the '89-90 year, current fiscal year 
we are dealing with, there has been a loss of $79,000 
in the first two quarters but there is a projected profit 
of $80,000.00? 

Mr. Gordon Trithart (Secretary-Treasurer, Channel 
Area Loggers Ltd.): That is correct. Unfortunately, to 
some extent these figures on a month-by-month basis 
do not give you a real good idea of what is happening, 
and there are two reasons for that. 1) We have to do 
our producing in phases, because the delivery of the 
wood goes to a barge landing on Lake Winnipeg, and 
2) our advances from Abitibi-Price are, in the main, at 
the end of these when we get our wood onto the landing, 
rather than at the front end as would be understandable 
in business. 

So that gives you the picture of a loss in the early 
months of the operation . 

On the other hand, the Member asked if those figures 
were correct. Yes, a budgeted loss and an actual loss 
for the period ending July 24 and , yes, a budgeted 
profit of $79,000 for the year ending March 31, 1990. 
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M r. Ashton: Reference was made to management 
problems in the opening statements. I just wonder what 
action has been taken to correct the management 
problems. 

Mr. Downey: M r. Chairman, there has been a change 
in management. The board of d irectors who d i rect the 
company have made a change in the management. 
That is basically it. 

M r. L;:�sn m ay want to further comment on that. I 
know he made a brief comment a bout it in h is opening 
statement. He may want to further identify specific areas 
that were in areas of shortfal l. 

Mr. lasn: I am in a d ifficult position here because I 
am the change of management. Anyth ing I may say at 
this t ime would  sound l ike I am b lowing my h orn. By 
no me�ns, I do not mean to do that. I present my 
qual if ications, and I am dealing closely with the board 
of d irectors to make some c hanges. We have made a 
considerable amount of changes both in operations 
and in advancement to d iversify the company and as 
stated earlier, I do believe that we will end this operating 
year with a budgeted profit of approximately $79,000.00. 

* ( 1 1 10) 

Mr. Ashton: So we are in a bit of a d i fferent scenario 
than with M oose Lake. In Moose Lake the concern was 
the price. Here the main area that has been identif ied, 
in terms of i m provement, is in terms of management 

· processes. Is that a correct analysis of the d i fference 
between the two operations? 

Mr. Trithart: Yes,  M r. Chairman.  Dur ing the year under 
review, the local m anager that we h ave had left to take 
on some additional schooling, and in fact he  is  in 
university r ight now working towards becoming a lawyer. 
We had a lot of d ifficu lty trying to get a replacement 
for h im and it was not unti l  October of 1977 that we 
got someone in p lace, and that individual had to be 
rel i eved of his d uties by early January 1988. I think I 
said '77, I mean '87. 

N ow at that particular t ime the prior incumbent was 
able to come and help us out for a couple of months. 
H owever, because of the m anagement problems we 
did not have contractual arrangements in p lace, and 
we had a work stoppage for three weeks before we 
got it solved. This was in a pr ime- cutting time which 
by the t ime we got it resolved,  it  interfered with both 
the del ivery of the wood and the cutting of the wood. 

Subsequent to that we d id a tremendous amount of 
search ing , and I think I would be remiss if ,  I know what 
comments the manager made, and I would be remiss 
if I did not say that I am here also to blow his horn. 

Mr. Ashton: In looking through some of the financial 
statem ents , there was, h owever, a major d rop in 
revenues from the '87 to '88 period. I am just wondering 
what the reason behind that is. I notice there was a 
d r o p  i n  p u l pwood sa les ,  com m i ssary sa les ,  and 
fortunately a d rop in  board charges too, which is on 
the positive side, but i n  terms of m iscel laneous as well 
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t h e r e  i s  a d ro p .  I won d e r  if we cou ld  get some 
explanation, in addition to the fact that there was no 
reforestation p rogram or log sales in '88, as compared 
to 1987, because I notice there is a decline of total 
revenues of approxim ately $400,000.00. 

Mr. Trithart: Approximately 80 to 85 percent of the 
d rop in revenues relate d i rectly to a decrease in 
production of some I think i t  is  around 3,  700 cords. 
In a d d it ion to t h at ,  you m entioned there was no 
reforestation program. We had done a reforestation 
p rogram in the prior year and in that current year we 
b id  on a reforestation program and lost the bid to 
another resident of M anitoba. 

Mr. Ashton: On the other s ide,  in terms of expenditures, 
I notice there was an increase in general adm inistrative 
c harges. In l oo k i ng at t h e  Sched u l e  2, t h e  m ost 
signif icant item that was present in 1987 was i n  terms 
of consulting fees, I am just wondering , I assume th is 
was a consu ltant's report. Who d id the report? What 
the terms of reference were and what action, if any, 
has been taken with regard to the consulting report? 

Mr. Trithart: This was predominantly a report to do a 
10-year cutting plan and it was done by the individual 
who had been m anaging it previously, a local person. 
That was the cost of the p lan. 

Mr. Ashton: lt is a very significant amount of money. 
I am just wondering what action is being taken in regard 
to the consultant's report. I do not know the depth of 
which it was under, but 18,000 I would assume would  
be a fairly extensive report. I am just wondering what 
actions are . going to be taken in the future to justify 
that expenditure. 

M r. Trithart: The report was very extensive. l t  covered 
a specific 10-year cutting p lan includ ing the m apping 
from aerial photos and a booklet indicating al l  the maps, 
where the cutting areas were, when they were to be 
cut, what species were in that particu lar area and what 
volumes were in that area. There was also included in 
the plan,  larger maps, I think one of which was presented 
to this committee last year and actually I think if we 
had gone to a professional consultant, the cost probably 
would  have exceeded $50,000.00. I think we real ly got 
our money's worth ,  unfortunately most of that wood 
burned in June of 1988, or a good portion of it, I should  
say. 

Mr. Ashton: Also looking at Schedule 2, there are a 
couple of other items that show a difference between 
'87 and '88. One is in terms of taxes, l icences and 
fees. lt is l isted in 1987 as $919, and in 1988 increased 
to $ 12,288.00. I am just wondering what the reason 
behind that is. 

Mr. Trithart: That was again, I guess you could cal l  it ,  
a management problem regard ing fuel taxes from prior 
years. 

Mr. Ashton: I am not sure I understand the explanation. 
Were these taxes that should have been paid in prior 
years and were not paid and were subsequently paid 
in the 1988 year? 
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M r. Trithart: That is correct . 

M r. Ashton: H ow could  fuel taxes h ave been ignored 
in  that period? I am just curious as to  why no act ion 
was taken by the Taxation Department .  

Trithart: I cannot answer for the  Department of 
Finance but at one t ime we h ad been taxed at the level 
of the source, and it was then fou n d  out that we were 
util izing fuels for d i fferent machines, and paying i n  some 
cases more, and i n  some cases less. To d iv ide i t  up 
into d i fferent lots presented a storage problem. We got 
an agreement from the Tax Department to h ave the 
fuel sh i pped i n  tax free and we were to pay the tax 
on lt. The tax for some unknown reason was overlooked 
and we used volumes i n  excess of 70,000 gal lons,  so 
it d oes not take long to make that up .  

Mr. Ashton: I n  other words, there m ust have been 
some fault in the Accounting Department for not l iv ing 
up  to the agreement. I am j ust wondering if there has 
been any action taken in terms of the Accounting 
Department because that,  to my m i n d ,  is a serious 
omission .  You can just see the impact it  has on the 
financial statements when you are go ing from $9 19 i n  
t h e  p revious year t o  $ 12,288.00. H as any action been 
taken in terms of the Accounting Department? 

Mr. Trithart: That was put in there specifical ly so that 
i t  would  be seen rather than h idden in the total cost 
of the fuel. Ord inarily the tax is charged to our fuel 
account and then when it is sold or u sed , it  is expensed 
out and which includes tax. So that is  the reason i t  is 
set out l ike that. I can tel l  the Member that as early 
as two weeks ago we sat d own with the Taxation 
Department to review our posit ion once again because 
of the fact that there were recent  changes to The Fuel 
Tax Act 

M r. Ashton: Also in looking at Schedule 2, I n otice 
there was something of an increase in bad debts. I was 
wondering i f  there could  be an explanation of what type 
of bad debts that Channel Area Loggers woul d  incur. 

• ( 1 120) 

Mr. Trithart: From time to t ime, we charge for th ings 
i n  the commissary to the ind ividual workers, the cutters, 
for cloth ing and i t  is usual ly taken out of their pay. I n  
addit ion t o  that, we have a n u m ber o f  owner-operators 
of machines who, from t ime to t ime,  have trouble 
meet ing their  payments or where they have a large 
breakdown and the company has to assist them i n  
order to keep them going.  

These th ings do not  always work out and if somebody 
leaves and has not paid the ir  b i l l  or has not earned 
enough revenue, for example, come i n  and charged 
up  a whole lot of things and then leaves after the f irst 
d ay, somet i m es you get s tuck  w i th  these t h i ng s .  
Sometimes you c a n  f i x  a machine a n d  the ind ividual  
d oes not want to carry on .  What we try to d o  is to  
make sure that the machine stays there and that 
someone else can take it over. 

M r. Ashion: On the more posit ive note, in Schedu le  
2 ,  I n o t i ce the  t ravel  and acc o m m od a t i o n  was 
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decreased. Is  that board t ravel? Is  that a funct ion of 
fewer meet ings i n  the year, or is that some other cost 
i tem? 

M r. Trithart: That is not board t rave l ,  that is company 
t ravel and probably has someth ing to do  with the 
absenteeism of management, the fact that the company 
did not have management throughout the year. 

Mr. Ashton: Under Schedule 1 ,  in terms of production 
expenses, I not ice t here was an increase i n  the kitchen 
and dormitory from $20,000 to $40,000.00. Is that just 
an i n d ication of increase in  rates as was s imi lar to a 
situation with Moose Lake Loggers? 

M r. Trithart: No, I d o  not th ink  that is a rate i ncrease, 
a general increase in costs, and I am not positive of 
th is  but I am quite sure that relates to  some kitchen 
equ ipment that was necessary and some repairs to the 
kitchen. 

M r. Ashton: Those costs were a l l  a l located to that 
fiscal year. 

Mr. Trithart: That is correct. 

Mr. Ashton: Also in terms of some of the other 
expenditures, I notice there h as been an increase in 
road construction and maintenance from $1 17,000 to 
$140,000.00. Is  that an ongoing program, and what 
are the projected expenses over the next period of 
t ime? 

Mr. Trithart: Quite differently from that experience with 
M oose Lake, we are responsible for all the roads,  that 
is, main roads through the bush and those roads which 
lead off into the various sections that we are cutt ing 
in.  I woul d  suggest that when you have management 
problems dur ing the year, your road costs a lmost 
automatical ly go u p  because of lack of control. Yes,  
there are ongoing road needs and,  specifically as they 
relate to the fire which devastated that particular area 
on the Berens River, that is making us bui ld roads to 
access other suppl ies of wood. In fact, in the current 
year we began bu i ld ing a road. 

Mr. Ash!cm: There is also a sign ificant d i fference i n  
terms o f  depreciation. N ineteen eighty-seven i t  was at 
$13, 154, and 1988 i t  was $28, 145.00.  Is  that due to a 
change i n  account ing practice or is it due to purchase 
of a d d i t i o n a l  e q u i p m e n t ?  1 t  is a very s i g n i f i c a n t  
d i fference o f  depreciat ion i n  one year. 

M r. Trithart: That relates d irectly to the mechanical 
sn ipper. 

M r. Ashton: So in other words that wi l l  be the level 
of depreciat ion in upcoming  years because of that 
purchase of one addit ional item of equipment 

M r. Trithart: M r. Chairman, yes, provid ing that we do 
not acqu i re any addit ional .  

M r. Ashton: I thank the company officials for the 
explanat ion .  1 t  g ives us an idea of some of the unusual 
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costs that took place in that year, some of which wi l l  
be continuing costs, obviously depreciation on the newly 
purchased equipment. Road construct ion, I assume 
there wi l l  be a continual program but it may not continue 
at that level. In terms of k i tchen, dormitory supplies, 
I would  imag ine it would not be another major increase. 
All those items add up, the same thing with the 
consult ing fees in one that year. 

In essence, the way I read the report, the overal l  loss 
figure tends to overstate the actual operating loss. Some 
of those items, even though t hey are recorded as 
operating, obviously are l ong-term. The consultant's 
report  for  exam p l e ,  t h e  v a r ious o t h e r  i t e m s ,  t h e  
d e p rec ia t ion i s  p a r t  of  n ew e q u i p m ent t h at was 
purchasec:t:We basically are looking at a situation where 
perhaps  t h e  l oss  overstates t h e  exact  s i t u a t i on 
part icu lar ly g iven the  prob lems wi th  m anagement : 
because if that can be corrected that might explain 
some of the current projections. 

One other question I had , more for the M inister, there 
was d iscussion on M oose Lake, of the community taking 
over the operat ion of M oose Lake Loggers. I am just 
wondering what the situation is in terms of Channel 
Area Loggers and the community of Berens River. H ave 
s imi lar requests been made to the Government and if 
so, what are the status of any d iscussions? 

Mr. Downey: No, M r. Chairman. 

Mr. Ashton: Would the Government be open to any 
proposals from Berens River if such proposals were 
forthcoming, s imi lar to the situat ion with M oose Lake 
Loggers? 

M r. Downey: Yes, M r. Chairman. 

M r. Ashton: J ust f inal ly, because I know the Liberal 
Member also has a series of q uestions on this issue, 
it has obviously been a d ifficult period for Channel Area 
Loggers but I think we al l  recognize the importance of 
the operation in the com m u nity. l t  employs a total I 
bel ieve of 34 people, and once again it is a major 
employer in that community. I bel ieve it is ,  according 
to the report, the second largest employer next to the 
f i s h i n g  industry, s o  we cer ta in ly  wish the  b o a r d ,  
management and employees well i n  t h e  upcoming years. 
I am certainly p leased to see that some of the problems 
they have encountered are now being turned around. 

Mr. Mark Minenko (Seven Oaks): In �elat ing to the 
report on page 6,  paragraph C,  Related Activit ies, i t  
says here the company was unsuccessful in its b id for 
a reforestat ion contract. I am just wondering if the 
M in is te r ' s  staff c o u l d  e x p l a i n  t h at part i c u l a r  
c i rcumstance. 

Mr. Downey: Yes, as I understand it there was another 
company, Manitoba based , that bid at a lower price 
to do the contractual work for the Government. 

Mr. Minenko: What was that company? 

Mr. Downey: I would have to get that i nformat ion for 
the Member. 
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Mr. Minenko: Is the M inister also aware what the price 
d ifferential  was between the two bids? 

Mr. Downey: I do not have that information but 1 can 
get i t  for the Member. 

M r. Minenko: Also I would l ike to ask the M in ister or 
the staff of the corporation whether they are involved 
in any l i t igation at the present t ime. 

Mr. Trithart: Not that I am aware of. 

Mr. Minenko: H as the corporation been involved in 
any recent l i t igat ion in the past? 

Mr. Trithart: No. 

* ( 1130) 

Mr. Minenko: Does the corporat ion anticipate to have 
any l i t igat ion in the future? 

Mr. Trithart: No. 

Mr. Minenko: Are there any circumstances presently 
that have led to any sett lement negotiations with any 
parties? 

Mr. Downey: I just have a brief comment. If the Member 
has some information that the company are not aware 
of as it relates to any type of legal act ion against them, 
I th ink he woul d  be more than responsible i f  he were 
to  d isclose that at th is part icular t ime. We do not know 
of any action that is being p lanned against Channel 
Area Loggers. I woul d  ask that i f  the Member knows 
of some, he woul d  be forthr ight and tel l  us about it. 
He seems to  be on some type of fish ing expedit ion.  

M r. Minenko: I ult imately reject the suggestion of the 
Min ister's fishing expedition comment. Perhaps that 
might more relate to when he was in Opposit ion and 
chose various avenues of attack. As a responsi ble 
Member of this committee, I am s imply ask ing the 
M i n ister or representatives of the corporat ion whether 
there is  any, because that wou ld  obviously affect how 
the corporation m ay be run in the future if t here was 
some involvement. I am just making these enqu ir ies 
without any specific knowledge and I was just wondering 
whether there have been some settlements recent ly  
that the company has been involved in.  

Mr. Downey: No, M r. Chairman, and as of today 1 am 
not aware of any. 

Mr. Minenko: There is none i n  the past and none 
anticipated i n  the future? 

M r. Downey: As I understand it. 

Mr. Cahriman: Any more questions? M r. M inenko. 

Mr. Minenko: I s  there a protocol in p lace by which 
the M i n ister would  be advised of any situat ions that 
may arise? 
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Mr. Downey: Yes. 

M r. M i nenko: Cou l d  the M in i s t e r  set fo rth that  
protocol ?  

Mr. Downey: M r. Tri thart works for t h e  Department of 
Northern Affairs and answers to the M in ister, and he 
is responsig,\e for Channel  Area Loggers. I am sure I 
would  have reported to me anything that takes p lace 
with in the company as to that k ind  of nature. 

M r. Minenko: So that would involve any sorts of 
sett lements reached by the company with any other 
p arty? 

Mr. Downey: As is this Member sitt ing at a committee, 
any activities l ike that woul d  be incurred as an expense 
or activity would  be reported to the committee of the 
Legislature. 

M r. Bob Rose (St. Vital): The company i n  that year 
produced 3,650 cords. I s  t here a projection for the next 
year after that? I th ink  the M i n ister said that we may 
be ask ing q uest ions i n  that regard? 

Mr. D owney: Yes, we have responded to that q uest ion 
as to the projection for  next year. To Ju ly of th is  year 
we had projected approximately an $80,000 loss, but  
for  the tota l  year we are looking at approximately an 
$80,000 prof it .  The reason for us showing a loss at this 
part icular t ime is because when the wood Is harvested 
and put at point of sh ipping to Abit ib i ,  we are not paid 
for i t .  We are not paid unt i l  that product is moved down 
i n t o  t h e  A b i t i b i  syste m  severa l  m o n ths l ater  a n d ,  
therefore, is  the reason for t h e  delay i n  showing an 
income for the company. 

Mr. Rose: What was the projection on the cords cut 
then i n  that year, and I am talking about the year ending 
March 3 1, 1989? 

M r. Downey: 19,000. 

Mr. Rose: 19,000 cords? 

M r. Downey: That is correct . 

Mr. Rose: Thank you. Did you have a p rojection for 
the current year or how the forecasts are, taking into 
account the forest fires and everything and what it might 
be? Just a ball park f igure. 

Mr. Lasn: The projection for this year is 19,000 cords. 

M r. Rose: About the same as the previous year, is that 
what we are hearing?  

Mr. Lasn: Yes. 

M r. Rose: I wondered if  I could touch a l itt le b it  on  
the reforestat ion and what effect,  i f  that contract was 
in  the hands of th is  company, it woul d  do for the ir  
operations. Whi le I am ask ing that quest ion,  how long 
the present contract is  for, and i f  the present people-
1 think  i t  has already been a question of who i t  was 
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a n d  w e  have n o t  g ot that a n swered i f  I a m  n ot 
mistaken - but if the present people in that contract 
are using local people for the contract? 

Mr. Downey: M r. Chairman, as I i n d icated earl ier i n  
q uest ioning,  w e  are deal ing  with the '87-88 report of 
which ind icates that Channel Area Loggers did not have 
a contract with the Government. 

Chan n e l  A re a  n ow has a c o n t ract w i th the 
Govern ment and this past year, I bel ieve, are planting 
seedl ings and wi l l  add to the income of the company. 
Mr. Lasn may want to further elaborate that we do now 
have a contract. 

Mr. Lasn: Yes, we have n ow entered a contract with 
the Natural Resources. We d id a small ,  what they call 
a test p lot, plant of 1 0,000 trees this past summer. At 
the present t ime we are site-preparing for next summer. 
I think  the projected figure is 300 hectares or 700 acres .. 
We have been asked to submit a p roposal for tree 
p l a n t i n g  for  n ext summer  to p l a n t  a p p roximate ly  
300,000 t o  400, 000 t rees .  T h a t  p r o p osa l  w i l l  be 
concluded with in the next two weeks and will then be 
presented to the Department of N atura l  Resources. 

M r. R ose: L ooks l ike a s u b st a n t i al i n crease i n  
reforest at i on.  I g u ess w e  wou l d  com m e n d  y o u r  
operation a n d  t h e  Government f o r  tak ing  that initiative. 
I i magine what i t  appears to  me and m aybe you could 
confirm i t  that i t  probably looks u p  -(i nterjection)- i f  
we are looking at the designated area for  cutting by 
the company, we are probably look ing at p laying a lot 
of catch-up over the l ast few years because of negl ect 
and perhaps out of d isregard for reforestation. Is that 
correct? 

* ( 1 140) 

M r. Lasn: You better have a pol i t ic ian answer to that 
one.  

M r. D owney: I would  say that is a fair assumption, Mr. 
Chairman. 

M r. Rose: M r. Chairman, i n  regard to  the f inancial  
statement, i t  probably should be obvious but in the 
l i t t le whi le I have been looking at i t  I am wondering, 
being that the i nventories are down, i n  that accounts 
payable are d own, and the Government covered the 
loss of some $2 16,000 with their  subsidy receivable 
and that the fixed assets only increased by $63,000, 
why the bank loan? I am sorry if  it is very obvious, but 
why the bank loan as high as $ 195,000 compared with 
o n ly 80 a year before? Is  there a s imple explanation 
to that? 

Mr. Trithart: M r. Chairman, the losses have been i n  
t h e  p ast  p a i d  a n n u a l l y  i n  arrears  a n d ,  whi l e  the 
statement m ight show that there is money coming from 
the p rovince, i t  would be set u p  i n  · the accounts 
receivable and paid at a later d ate. 

Mr. Rose: I not ice on page 2 there is  a 10-year cutt ing 
p lan .  That is not part of this document,  I see. Cou l d  



Tuesday, October 17, 1989 

you outl ine the specifics somewhat of that p lan ,  how 
much territory i t  covers and, i n  the 10 years, how much 
of  th is specific designated area wi l l  be cut i n  that  t ime 
by approximate percentage? 

Mr. Downey: M r. Chairman, as we have made reference 
earl ier in  the committee, there is a map which is 
avai lable for the Member to view if he wants to do  so. 
I wil l have Channel Area bring it to either another 
committee and/or have i t  avai lable in my office for that 
informat ion,  but it is part of p lanning that has been 
done by Channel Area as i t  relates to a study that was 
referred to i n  questioning earl ier. 

Mr. Rose: Thank you, I w i l l  take advantage of that.  I n  
view o f  t h e  large number of f ires, t h e  volume o f  f i res 
and the cutt ing plan,  has there been a study made of 
what effect this will have o n  the habitat i n  that area? 

Mr. Downey: As to the habitat? 

Mr. Rose: Yes, and wi ld l ife, et cetera, faun a  and flora. 

Mr. Downey: There is an ongoing assessment made, 
as is made fol lowing any forest fire activity, as to the 
impact of it .  I do not know how specifical or  updated 
it is from last year because it was last year that the 
major fires took p lace in that area, but again I am sure 
there is an assessment made as to what impact i t  has 
had. Channel Area Loggers have not done that. Channel 
Area Loggers are i n  the business of logging and making 
sure their plan is i n  place for harvest ing of wood and 
trying to make a profit .  As i t  relates to the resource 
and the habitat, I am sure we could get that i nformation 
from Natural Resources. 

Mr. Rose: At this time you d o  not h ave the results of 
those stud ies. Wou ld  the M i nister be able to supply 
the committee at a later date what those f ind ings are, 
what those reports ind icate? 

Mr. Downey: Yes, M r. Chairman.  

Mr. Rose: I thank the M i nister for that undertak ing .  I 
have one last question here. The M i n ister may be able 
to answer i t .  l t  is  not to do  d irectly  with the report, but 
I notice that al l  the cut wood goes to Abit ibi  Price. I 
notice that i n  Ontario they are looking for retool ing 
and for  recycl ing of products, and I wondered if the 
M inister had any knowledge of such action in the ir  plant 
at Pine Fal ls.  

Mr. Downey: No, I have not,  M r. Chairman. 

Mr. Rose: One last q uest ion .  I n  regard to the plant,  
and again it does not apply d i rectly to th is report,  but 
with the indulgence I was wondering what degree of 
pol lut ion may come out of that plant at P ine Fal ls ,  if 
the M i n ister is aware of any latest reports or  whether 
such i nformation is avai lable.  

Mr. Downey: As it relates to Channel Area Loggers, 
we are not aware of any reduction or changes to the 
operation of Pine Falls and of supply of wood which 
we are provid ing ,  M r. Chairman. 
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Mr. Rose: Thank you very much.  

Mr. Minenko: I have another couple of short  q uest ions 
with respect to the legal and account ing expenses 
section in the report. I was wondering if someone can 
comment on the use of account ing firms and legal f irms 
to do  work as requ ired by the corporat ion.  H as there 
been any change of the firms involved in provid ing 
those sorts of services covering the period of t ime 
relat ing to th is report? 

Mr. Downey: No.  

Mr. Minenko: What f i rms were i n  fact used by the 
corporation to provide those legal aud i t  account ing 
services? 

Mr. Downey: I bel ieve it is in the report . M r. J .W. 
S i n g l et o n ,  C . A . , Assistant Prov inc ia l  A u d itor  has 
reported i n  the report , and i n  addit ion Wiebe K nowles 
does some a d d i t i o n a l  work for the C h a n n e l  Area 
Loggers. 

Mr. Minenko: H as there been any change with respect 
to the legal aud it ing services provid ing f irms since the 
report? 

Mr. Downey: No.  

Mr. Minenko: So the same f i rms used i n  '87 and '88 
are the same f irms t hat are used at the current t ime? 

,Mr. Downey: Yes. 

Mr. Chairman: I f  there are no more q uest ions,  shal l  
the '87-88 Annual Report for Channel Area Loggers 
be passed - M r. Ashton.  

Mr. Ashton: Just on a point  of order. Earlier the M i n ister 
had requested t hat we reverse the order i n  terms of 
McKenzie Seeds and the Committee of the Economic 
Development Fund.  

I left the meeting because I wanted to check with 
the Mem ber for Brandon East ( M r. Leonard Evans). 
Because of the or ig inal  order, he had not anticipated 
that McKenzie Seeds woul d  be up today. I k now he 
may have some,questions which he wishes to deal with .  

I would suggest that we either deal with CEDF report 
or else if we do deal with McKenzie Seeds that we 
al low h i m  some opportun it ies. I do not bel ieve in fact 
I know we are not going to f in ish today. 

Mr. Chairman: M r. Ashton,  shal l  the Annual  Report 
for C h a n n e l  Area L o g g e rs b e  passe d ?  Is it t h e  
committee 's  wi l l  to  pass-pass. 

* * * * *  

M r. Ashton ,  g o  ahead. 

Mr. Ashton: I explained i t .  

Mr. Downey: Same point of order, M r. Chairman.  l t  
was clearly the intent ion of the committee to d eal  with 
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al l  the reports th is  morn i n g ,  and I t h i n k  we can st i l l  d o  
s o .  I woul d  ask that t h e  Mem ber h ave M c Kenzie Seeds 
come forward,  and we will deal with it  i f  we st i ll h ave 
t ime to dealc,with CEDF. The committee h ave agreed 
with that, the Liberal Opposit ion agreed with it, that is 
how we are proceed ing ,  and I thought  t hat we could 
of completed them al l .  

Mr. Chairman: M r. Ashton.  that is  real ly not a point 
of order. 

Mr. Ashton: M r. Chairperson, it is m ost defin itely a 
point  of order, and I am d i sappointed that the M i n ister 
i s  not wi l l ing to be co-operati ve i n  this matter. I can 
tell the M i nister i n  terms of CEDF that in itself will take 
us a lot of time before adjournment. I d o  not ant icipate 
completely. All I asked for was the opportun ity for the 
Mem ber for Brandon East ( M r. Leonard Evans) to be 
able to raise some q uestions.  

I suggested two possi b le alternat ives: one is  that 
we deal with CEDF r ight n ow; or the second being that 
we deal with McKenzie Seeds and l eave it open,  not 
pass i t .  I f  t here were questions by the Mem ber for 
Brandon East, or  other Members that we coul d  deal 
with it  at subsequent quest ions.  I n  fact the Mem ber 
m ay not req u i re the p resence of staff, so we d o  not 
h ave to bring them i n  from Brandon again .  I was just 
tryin g  to accommodate the committee's situation and 
the needs of the staff for M cKenzie Seeds. 

* ( 1 150) 

Mr. Chairman: I would l ike to state again that is not 
a point of order, but,  M r. Minister, d o  you want to 
respond? 

Mr. Angus: M r. Chairman,  I woul d  suggest that  we deal 
with M c Kenzie Seeds.  I bel i eve that i t  is probably going 
to take the t ime, and i f  we have t ime o bviously we wi l l  
deal  with the one. I f  i t  stays open , i t  stays open.  

Mr. Downey: M r. Chairman, I just  want to thank Gordon 
Trithart and Harold for their participat ion,  the Board 
of Directors of Channel Area for their work and activities 
and wish them wel l  i n  their ensuing months of operation,  
and n ow cal l  M cKenzie Seeds forward i f  t hey would 
please to have their  openi n g  statements so we can 
make the most productive use of our t ime. 

A.E. McKENZIE CO. LTD. 

M r. Chairman: I would l ike to cal l  the committee to 
order to review the report o n  1987 for A . E. M c Kenzie 
Co. Ltd . I would l ike to ask the M i n ister for his openi n g  
remarks 

Hon. James Downey (Minister responsible for the 
Natural Resources Development Act , A.E. McKenzie 
Co. Ltd., and CEDF): M r. Chairman,  I would f irst of 
a l l  l i ke  to introduce the chairman of the board , M r. Dale 
Smeltz from Cromer who is  with me to my i m mediate 
l eft , M r. Ray West who is  the president and chief 
execut ive officer of McKenzie Seeds who has been 
rece n t l y  a p p o i n t e d  b u t  a l o n g - t e r m  e m p l oyee of 
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M cKenzie Seeds, and we h ave M r. Ken Robinson who 
is  the vice president of f inance with us as wel l .  

M r. Chairman , I wi l l  just make a brief comment and 
hopefu l ly we can deal  with the report,  as they have 
travel led in here th is  morning to deal with th is  C rown 
corporat ion.  

A . E .  M c Kenzie Co. Ltd . Annual  Report shows that 
once agai n  good p rogress has been made by the 
company dur ing its 1988 operating year. 

Dur ing 1988 the company addressed its long-term 
future d i rect ion with the formulation of . .  an overall  
company strategi c  plan. This strateg ic plan has been 
u n a n i m ou s l y  a p p roved by the M c Kenzie b o a r d  of 
directors. M cKenzie Company managers and staff have 
accepted t h e  c h a l l e n g e  a n d  t h e  respon s i b i l i ty o f  
s e c u r i n g  t h e  c o m p a n y ' s  fut u re t h ro u g h  t h e  
i m p lementat ion of a strateg ic p lan.  Several facets o f  
the p l a n  have already been i m p lemented or partial ly 
i m plemented and are expected to contribute posit ively 
to the company's future g rowth and development. 

Overal l ,  I am p leased that the company cont inues 
to make progress and I would l ike to thank Chairman 
Dale Smeltz and the mem bers of his board for the 
sound gu idance and support they provide the company 
management and its staff so that the positive d irection 
wi l l  cont inue to f lourish at  McKenzie's.  

M r. Chairman , I wi l l  ask the chairman of the board 
for a brief report. M r. Smeltz. 

Mr. Dale S meltz (Chair m a n  of t h e  Board,  A .E .  
McKenzie Co. Ltd .): M r. Chairman, M r. M i n ister and 
committee Members, it  p leases me to be associated 
with McKenzie Company as chairman of their board 
of d i rectors. I k n ow that I speak for my fellow d irectors 
in stat ing that th is  is  a good company with good 
e m p l oyees w h o  are w o r k i n g  h a r d  to a c h i eve t h e  
company's goals. McKenzie employees work extremely 
wel l  as a team. When you visit the M c Kenzie Company 
you wi l l  get a very good feeli n g  about the company 
from a n  e n t h u s i ast ic  g r o u p  of  e m p l oyees. T h i s  i s  
encourag ing for m e  t o  see because I k n ow that just a 
few short years ago it was not that way. 

T h e  c o m p a n y  h a s  d e f i n i t e l y  ove r c o m e  i t s  p ast  
problems and i s  n ow concentrat ing on the job ahead. 
The McKenzie board is p leased with the company's 
current d i rection and we are certain the staff has the 
ab i l i ty and the dedication to make many more good 
things happen . 

To sum u p ,  I h ave foun d  M cKenzie's to be on sound 
ground and its employees to have a m i ssion to which 
they are dedicated . I feel the company wil l  continue to 
do well  i n  the years ahead . Thank you . 

M r. Ray West (President and CEO,  A.E. McKenzie Co. 
Ltd.): In 1988 the company had a profit of $294,647.00. 
This is an i ncrease from the 1987 p rofit which was 188,301, 
or a profit increase of 106,346.00. In 1988 the company 
had an overal l  increase i n  sales of $262,436 and a 
decrease i n  its annual operating expenses of $20,591.00. 

The sale of packet seeds for McKenzie represents 
about 47 percent of its total sales volumes. Packet 
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seeds unfortunately is a declining market here in 
Canada, as it is in North America as well as throughout 
the rest of the world. The packet seed market is 
shrinking worldwide by about 5 to 6 percentage points 
each year. We expect that this trend will continue 
throughout 1989 and 1990 and in fact we see no real 
reason in sight why this trend will not continue for an 
extended period of time into the future. 

The reasons for this change in the sale of packet 
seeds are many and varied. Some of these are: there 
is an increased use of bedding plants, there is an annual 
increase of about 10 percent per year in bedding plant 
sales; third generation gardeners, reduction in garden 
size and gardening activity in each passing of each 
generation; women in the workforce, more women 
working than ever before; single parent homes, there 
are more single parent homes than ever before; the 
decline of rural Canada, small towns and villages 
conducive to gardening activities are basically drying 
up, each year there are more people migrating to 
metropolitan areas. 

Obviously if McKenzie's largest product line is 
shrinking, the company must find other ways to achieve 
sales growth. To this end, the company has developed 
increased sales volumes during 1988 in several other 
areas, such as spring and fall bulbs, roses and 
perennials, as well as lawn seed and onion sets. Sales 
increases in these areas will likely continue into the 
future. 

Also each and every year the company is faced with 
additional operating expenses, a lot of which are beyond 
its control. For example, increase in the costs of 
postage, telephone, taxes, gasoline, printing costs, and 
travel costs are additional costs that the company must 
absorb. These increased operating costs, estimated to 
be in the area of a quarter-of-a-million dollars annually, 
have been totally offset during fiscal 1988 by 
productivity gains and operating efficiencies. It might 
be noted, for example, that McKenzie has an annual 
payroll of $3.5 million and an increase of 3 percent. 
Annual increase here of 3 percent equals $100,000.00. 
In recent years, the company has put its house in order. 

Basically, McKenzie today is a good company with 
good people who have proven that they are well
motivated and highly productive. In actual fact, had it 
not been for the ability of the McKenzie employees to 
strive and deliver huge productivity gains over the last 
few years, the company today would not be profitable. 
The company, however, although it has achieved a lot 
in recent years, has not yet been able to put a decent 
profit on the bottom line. This problem, however, is 
now being addressed through the development of the 
company's strategic plan. The company's strategic plan 
calls for sales growth through the development of 
specialty packet seed lines, both in Canada and also 
in the United States, plus market expansion into the 
United States for the company's mail order division. 

To sum up, McKenzie profit is up over last year by 
approximately $106,000 but still well below where we 
would like it to be. However, significant increases in 
future profitability for McKenzie will take time to develop 
and will likely come from continuing to gain market 
share here in Canada from McKenzie competitors and 
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also from the new market expansion for both McKenzie 
and McFayden into the United States marketplace. 

Mr. John Angus (St. Norbert): Mr. Chairperson, I am 
somewhat encouraged by the reduction of loss that 
the company has achieved by reducing their deficit. 
That is a good sign. I have my fingers crossed and I 
have confidence in the individuals at the table and the 
employees of McKenzie Seeds to try and make this a 
viable operation. It is somewhat misleading, and correct 
me if I am wrong, but I see a debt retirement being 
absorbed by the taxpayers that would certainly help 
my company make a profit if I could write off a million, 
two, in interest payments for the shares. 

While it is appreciated that there is sincere dedication 
and hard work on behalf of the board , I am concerned 
about what plans they have to tackle their own specific 
deficit . They have talked in glowing terms about 
marketing strategy and expanding, and I would not 
expect them to come to the table in a very pessimistic 
or negative approach. That would not be worthy of 
good direction from the leaders of a corporation. 

* (1200) 

Nonetheless, Mr. Chairperson , I have seen marketing 
mistakes in the past that have cost them money in 
opening retail stores in both Brandon and Edmonton, 
and they have been kind enough to acknowledge those. 
I see things in their operating statement, such as goods 
being out on contingency basis, and I am not sure 
whether the sales reflect the cost of the drawback of 
product that is not sold, if you like, or does not. I notice 
that, in spite of looking at increasing their marketing 
efforts, they are reducing their expenditures in their 
marketing area. I am not without discouraging the 
board. I recognize that they have a mammoth task and 
that they are working very hard, and I give them the 
utmost support and utmost credit in that area. If 
possible though, in the limited t ime we have, I would 
like to sort of cut through some of that stuff and hear 
what sort of a three- and five-year plan, what feeling 
the board of directors, the representatives and the 
chairman of the board of directors has in terms of 
attacking this. 

It is heavily subsidized. Whether you like it or whether 
you do not like it, it is a fact of life. I recognize the 
importance the company plays in the Brandon economy. 
I recognize that the employees are all working hard 
and I do not think they are being excessively rewarded. 
I think it a well-run company and I would like to see 
Government stay out of it, quite frankly, but at the 
same time if I was on the board of directors I would 
be looking at this and saying yikes. 

So perhaps just in general comments, either from 
the Minister of the chairman of the board . 

Mr. Downey: In the best interests of time I will try and 
cover the ground, Mr. Chairman. One thing I am pleased 
to report and heard from McKenzie Seeds this morning 
is that they have a debt with the province, a MDC debt 
which their final payment will be made this end of 
October, which we will be announcing at the appropriate 
time, which takes that type of debt off, their operating 
debt off them, which gives them a little more flexibili ty. 
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Let me say as well that I am pleased on two fronts , 
that they are expanding their market area and market 
opportunities in the line of business that they are familiar 
with and are t raditional in, both catalogue and the seed 
industry business; and as well are negotiating on the 
cost-of-doing-business side of it, keeping a very close 
watch on that. 

My feel about the company, the expansion both into 
the U.S. market which gives them a market exposure 
to some 17 million additional people and as well product 
lines which compliment them in their activities plus some 
of the reduced costs, will leave them in a pretty solid 
position. I am comfortable that in the longer term it 
will in fact enhance employment opportun ities and 
profitability for the shareholder, which is the taxpayer 
of Manitoba. 

Mr. Angus: V'{e all hope for that . Let us hear from tile 
chairman of the board. 

Mr. Smeltz: Mr. Chairman, I guess the board 's concern 
over the long-term debt that you have mentioned or 
raised would be much the same as your concern, that 
we are cqncerned about the future of the company. 
We did take a good hard look at the company's strategic 
plan over the past year that this present board has 
been operating, reviewed it and discussed it with 
management at some length and agree with 
management that one of the thrusts of the company 
should be into the market expansion area. We would 
hope that in doing so with the U.S. market, substantial 
profits in the next three to five years will accrue to ttie 
bottom line. 

Beside that, there are other things that the company 
is managing to do and one of them is controlling the 
expenses a lot better than they had in the past. This 
is the sixth year in a row that they have shown pretty 
decent profits . I think there will be some future 
announcements made within the next year or so when 
we get dealing with the 1989 statement sometime in 
the future, that we do have some more announcements 
that will be made that will probably reflect more on 
the thrust of the board over the past year and the 
future direction that management is taking the company. 

Mr. Angus: Mr. Chairperson , let me get a bit more 
specific. I am not privy to the budget plans or the 
direction you are taking that you are alluding to. I can 
only trust that you have those in place and that obviously 
you feel confident they are going to reap you some 
benefits. 

The control of your expenditures in fact is down 
$20,000, '88-87, minor at best, but a good sign, a step 
in the right direction. The increase in profits can be 
reflected as a result of the increased revenue in sales. 
Now, do the cost of sales include consigned goods, 
items that are out on the retailers' shelves that you 
have some sort of an agreement to either dump or 
take back if they do not sell them? 

Mr. West: Mr. Chairman, the cost of goods reflect all 
of the company's modes of selling which includes the 
consigned or guaranteed aspect to which you refer. 
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That is fully taken into consideration in the cost of 
goods stated . 

Mr. Angus: So that the $7 million that you have 
indicated as a cost of sales reflects that lost opportunity, 
and I believe that I read in here somewhere that you 
based that on historical trends as opposed to sort of 
actuals. 

Mr. West: Mr. Chairman, in actual fact it is based on 
the trends that we have now been able to manage our 
return levels on the return of packet seeds. In recent 
years, the company has been able to reduce its return 
levels from over 50 percent to the most recent year, 
down around 38 percent in return levels. That is a 
significant reduction in the returns levels of the seeds 
that are put out on guaranteed sale. That contributes 
a great deal to the productivity of the company and it 
reflects inasmuch as we have been able to hold 
operating expenses and hold costs of goods. This in 
light of the fact that we have had inflationary increase 
in both cost of goods and inflationary increases in 
operating expenses. 

In my opening statement, I indicated that the company 
is subjected to about one-quarter of a million dollars 
increase in annual operating expenses, and yet as you 
see in the annual expenses we have actually reduced 
operating expenses by $20,000 of dollars. So that 
actually is a good thing to see because it reflects the 
hold ing of the line and productivity increases 
considerable in nature, because of the fact that there 
are inflationary costs that we have to deal with. 

Mr. Angus: Mr. Chairperson, I appreciate that because 
it does not reflect that and ofttimes that is the case 
that you have been able to not grow the expense side 
as quickly as it would have if you had not been -
(inaudible)- controls and so on and I appreciate that. 

Just curious as to whether or not the inventory, and 
it says see note 5. It may in fact explain it very 
adequately there, reflects the goods that are on 
consignment and really this is an accounting-type 
question. I am a little concerned that they may have 
reflected in the cost of sales the same as the inventory 
that they have out in the field that is not sold. I am 
not as familiar with the marketing of their product in 
their business as they are, so perhaps they could just 
explain to me once again. I think we might have gone 
over this last year too, but if they could explain it to 
me again how they do that and how they account for 
that. 

Mr. Ken Robinson (Vice-President of Finance, A.E. 
McKenzie Co. Ltd.): Mr. Chairman, as of October 31 
each year, and if you refer to the note on page 2 (g), 
last paragraph on that note states: "As of yearend , 
substantially all returns have been processed." For 
returns which have not been processed as of October 
31 which referred to consigned and guaranteed product, 
I could give you an amount sales value of about 
$100,000 cost value on packets under $12,000.00. We 
have accounted therefore for the costs of all of the 
sales that we have in Brandon as well as throughout 
the customers' locations throughout Canada. 
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Mr. Angus: Mr. Chairperson, is it fair to assume that 
the board has given consideration to the United States 
market as a result of the free trade opportunity, and 
perhaps they could just enlighten me as to how they 
are addressing the opportunities that are there? 

Mr. Smeltz: The advent of free trade with United States 
did probably speed up the process of looking at that 
market and investigating that market somewhat. It was 
in the company's strategic plan that was done a couple 
of years ago but it did speed up that process. We found 
when we investigated it that there was nothing to hinder 
the company from going to that market. There is 
probably only going to be positive things happen in 
the future. That might take five to 10 years to standardize 
the regulations as far as the seed trade is concerned 
but there would be nothing previously to hinder us from 
entering that market. 

Mr. Angus: The 17 million people area will probably 
encompass only the northwest states, Minneapolis, 
Denver region. Is this an accurate assumption? I mean 
there is 17 million people in New York, you are not going 
after that. 

Mr. Smeltz: Mr. Chairman, the initial United States 
market would entail 17 million people in the eight 
northern states, North and South Dakota, Idaho, Iowa, 
Nebraska, Minnesota, Montana and Wisconsin. It is 
largely a rural based population much like rural Canada 
is with a lot of gardeners making up that 17 million 
population with only two large cities I think, Minneapolis 
and Milwaukee. 

Mr. Angus: Note II talks about reclassification in order 
to conform with the 1988 financial statement 
presentation. Maybe the accountant can-what is 
that?-it is a $97,000 figure down from 161,000 a year 
before and the note is that it is because o f 
reclassification. 

Mr. Robinson: Mr. Chairman, the major reclassificat ion 
that occurred between 1987 and 1988 related to list 
rentals out of our direct marketing division which in 
1987 were netted against expenses. In 1988 they were 
reclassified and shown as other operating income on 
the operating statement. We therefore reclassed both 
years. 

Mr. Angus: One other thing I notice on the last page 
is that you have indicated a loss without good will. I 
imagine this is direct costs of the closure of the retail 
stores in 1988 of 136,000, but it seems to only reflect 
as $60,000 earlier in the statement . Is there a reason 
for that? 

Mr. Robinson: The note that you refer to that splits 
out the loss on the retail operat ions, those particular 
numbers are included in the operating statement under 
sales, cost of sales and operating expenses. The only 
item that is not included in that note is a $60,000 write
off of good will which is shown on the second last line 
of the operating statement for 1988, $60,101, I believe. 
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Mr. Angus: It is $60,101.00. I just wanted an explanation 
as to why it shows up in the statement as $60,000 in 
good will here, and the deficit that was indicated by 
the accumulated losses is 136,000.00. You have said 
that you have written those off in other areas to reach 
that. That is the first thing. The second thing is, I notice 
back here that in spite of the fact that you have only 
written off 100,000, and that may have been all the good 
will that was estimated in there, at best it is a catch
as-catch-can type of clause, but you have also reflected 
someplace in here that the good will is $100,000.00. 
Again, I cannot seem to find it exactly now, but I seem 
to remember reading that in here. Why the difference, 
why was it down to $60,000.00? 

Mr. Robinson: Mr. Chairman, if you refer to item No. 
3 on page 3 of the notes, you will see in that particu lar 
classification the original amount of the good will that 
was purchased in the Robertson transaction was 
$150,000.00. Our policy on the amortization of good 
will was to amortize the good will over a period of 10 
years. That being the case, the amortization that is 
charged normally to the operation would consist of 
$15,000 per year. At the end of 1988, there was a four
year unamortized amount for good will that remained, 
when we made the decision to close the retail operation; 
therefore, we showed it as an extraordinary item. In 
actual fact, if you include the $136,000 loss for the 
retail operations, plus the $60,000, the actual charges 
for the retail loss would be approximately $186,000 for 
1988. 

Mr. Angus: The idea is to create good will and bui ld 
your equity and good will, Mr. Chairperson. Do not let 
the accountants deal with that, they have got the wrong 
perspective on the whole thing. You do not write off 
good will, for heaven's sakes, unless you are trying to 
get a tax deduction someplace because you do not 
pay any income tax. I do not know why they would do 
that. 

Mr. Chairperson, on a more serious note, and I do 
not expect you to respond to that. Has the Accounting 
Department and/or the board, Mr. Robinson particularly, 
looked at the potent ial impact of the GST on their 
business and on how they are going about doing their 
business? 

Mr. Robinson: Mr. Chairman, I would certainly like to 
comment on the good will if I could, but the writing 
off of the good will, the $60,000, was done first of all 
because it is a generally accepted accounting principle. 
If you no longer have an operation, you could no longer 
carry that asset for it on the books. That is just for 
c larification purposes. 

Looking at the goods and services tax as it affects 
McKenzie Seeds, I thi nk certain ly it is going to be good 
for the accountants because it is going to create a lot 
of jobs. It is going to create a lot of records, or some 
records that we have to maintain that we do not 
maintain now. The negative impact that we see r ight 
now is the fact that, because we are selling on a 
guaranteed and consigned basis, we will in effect be 
having to finance some of the tax that we have basically 
charged customers, and the customers have not paid 
us until they pay us for that particular invoice. 
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Mr. Angus: M r. Chairperson ,  they do not  pay you unt i l  
they have sold the p roduct and co l lected the tax 
themselves. 

Mr. Robinson: That is  correct . 

Mr. Angus: Again ,  we are deal i n g  i n  the future and 
the GST has not been set i n  stone.  But  d o  you h ave 
prepared for the board o bservat ions,  or the board has 
requested impacts and alternatives, what d i fferent 
strategies m ight be able to be e m p l oyed to negate, as 
much as p ossib le ,  the negative i mpact? 

Mr. Robinson: M r. Chairman , we recently attended a 
brief seminar  on the g oods and services tax, and at 
th is point  h ave not prepared any documentation to go 
forward to the board but wi l l  d o  so. 

M r. Angus: M r. Chairperso n ,  d oes t h e  board h ave an 
audit  committee? 

Mr. Smeltz: M r. Chairman,  yes, the board d oes h ave 
an audit  committee that meets once a year at least 
and the board h as an external auditor, Art h u r  Andersen 
& Co. that handles the audit for the company. 

Mr. Angus: M r. Chairperson,  do they also look at value 
for money or  operat ional-type audits as opposed to 
j u st the f i n a n c i a l  c ap a b i l i t i e s  and r e p o r t i n g  
relat ionships? 

Mr. Smeltz: M r. Chairman,  yes,  t hey d o  look at the 
internal  company financial p icture,  and they d o  make 
reco mmendations to the Audit  Comm ittee. The Audit  
Comm i ttee meets with the auditors and d i scusses their  
concerns with them and br ings t hose concerns back 
to the board for d i scussion and then they are further 
d i sc ussed and dealt with by the m an agement. 

M r. Angus: I read recently that Ottawa had al lotted 
i n  various segments $ 1 00 m i l l ion to manufactu rers of 
produ cts that were going into export markets. This is  
a b i t  after the fact t h at the money apparently has a l l  
been earmarked , i t  has not a l l  been g iven out but i t  
has a l l  been earmarked. 

In l ight of the conversations we h ave h ad about an 
e x p o r t  b u s i n es s  b e i n g  d eve l o p e d  f r o m  a l o c a l  
manufacturin g  company, I wonder whether or n ot there 
h ave been any appl ications for any of that money and/ 
or any other  l i k e  m oney from Western Diversificat i o n  
Fund a n d / o r  opportunities t h at a r e  bein g  explored. M r. 
Chairperso n ,  I am just looking for a degree of comfort 
that the board is th ink ing  along those l ine and worki n g  
that way. 

Mr. Smeltz: M r. Chairman,  Crown corporat ions as we 
u n derstand it are not el ig ib le for any of t hose types of 
g rants,  the Western Diversificati o n  Fund,  or the 1 00 
m i l l ions that you mentioned. We h ave done some 
i nvestigation along those l ines and have foun d  p retty 
near at every turn  t h at there are no funds avai lable to 
Crown corporat ions.  
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M r. Angus: lt is part of the benefit of not paying any 
income tax. 

M r. Smeltz: I wil l  pass over to M r. Ashton.  

Mr.  Sieve Ashton (Thompson): I h ave a n u m ber of  
quest ions related to what the projections are i n  terms 
of, not the fiscal year we are deal i n g  with, but the l ast 
fiscal year and also the f irst two q uarters of the current 
year. 

Mr. Downey: The specific q uest ion again was? 

Mr. Ashton: What are the projections in terms of profits, 
losses, et cetera over the '89 year? 

Mr. West: M r. Chairman,  our year ends October 3 1 ,  
and i t  i s  st i l l  another couple o f  weeks before year end 
and after that i t  takes about another couple of months 
to get al l  the audited f immcial statements completed , 
but our  expected or anticipated profit for the f iscal year 
ending October 3 1 ,  1 989 woul d  be in the range of about 
a q uarter of a m i l l ion dol lars. 

M r. Ashton: In other words, the year that has just been 
completed is  very s i m i lar to the p revious year at least 
in terms of the bottom l ine. 

M r. West: M r. Chairman,  t h at is correct. 

Mr. Ashton: You mentioned earl ier in terms of the 
market trend s ,  has t h at been borne out in the current 
year i n  terms of the decline in the packet seeds market? 
I f  so, what h as been the compensat ing factor for ending 
u p  on the same bottom l ine? Is  it reduced expenditures, 
is it g rowth in other m arket areas, or h ave you not 
experienced the type of decl ine in the packet seed 
market t h at was ant ic ipated ? 

M r. West: M r. Chairman,  the company d i d  experience 
the decl ine i n  the packet seed market that we are 
report ing here, but we have been able to offset it 
because of the i mplementation of segments of our 
s t r a t e g i c  p l a n .  T h at h a p pe n s  to d e a l  w i t h  t h e  
i ntroduction o f  specialty packets or what w e  call n iche 
market packets that we have been able to pick u p  the 
slack from the decl i n e  of the regular  packet seeds. So 
i n  actual  fact ,  a lthough there has been attr it ion i n  the 
reg u l ar packets, t here h as been sales growth i n  what 
we call specialty p ackets in niche packets which was 
expected and was part of our strategi c  p lan.  

M r. Ashton: I am not an expert i n  the i n d ustry. I am 
just wonder i n g  w h at t hose specially packages are. 

Mr. West: M r. Chairman, they are more unique i n  n ature 
and less comm o n ,  l i ke  for example the carrots, beets 
and radishes and th ings of that nature. These would 
be more hybrid developed -(i n terjection)- Yes,  hybrid 
specialty types of p ackets and special m arket types of 
packets, l i k e  I ta l ian packets and th ings of that n ature. 

M r. Ashton: I am sure Mem bers are wondering why 
I have this i nterest in this area but, g iven the g reenhouse 
effect ,  Thompson m ay become a pr ime area in terms 
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of markets, in terms of the future. We actually have 
quite a few avid gardeners, so I was quite interested 
in terms of that.- (interjection)- Well, I do not know if 
we can get into kiwi fruits . I hope not, because that 
would change the climate rather dramatically. 

I just want to get back to some of the questions in 
regard to the 9 percent tax and deal with it from a 
marketing perspective. What would your analysis be 
of the elasticity of demand for your product? The reason 
I raise that is because one of the key factors in terms 
of the impact in any industry or on the service sector 
with the 9 percent tax is going to be the elasticity of 
demand. I know some areas, for example, the restaurant 
industry is very concerned because they feel they have 
a great deal of elasticity, so the 9 percent will lead to 
a significant drop in sales. What has your experience 
been in terms of your various product lines? I realize 
there may be a difference between the speciality market 
packages and the basic packages. 

Mr. Downey: Just a brief comment to the Member. I 
know the comment was made on the record that the 
board are expecting the management team to put 
forward some comments as it relates to the general 
sales tax. Maybe it would be important after that work 
has been done to have some information come to the 
committee. This area may be one that the Member 
once looked at. I have no difficulty with it, but I am 
just trying to deal with the best interests of time in the 
report that is before us to help the Member out. I have 
no difficulty with management attempting to answer 
that, but again I want the Member to remember that 
we are dealing with the report of '87-88. 

Mr. Ashton: My question is in regard to curren t 
elasticities. I realize that the board is preparing a report 
on the 9 percent sales tax. Surely McKenzie Seeds, 
having been operational for a considerable period of 
time, realizes the impact of any increase in price, both 
at the wholesale and the retail level. That was really 
my question. I think that gives us a bit of a general 
idea of the impact, which is all we are really seeking 
at this point in time. So what is the experience in terms 
of elasticities of demand? 

Mr. West: That is an issue that our company has dealt 
with to some extent, including research, consumer 
research into this area. It is important to us because 
we have to know the elasticity of our product line. 
Basically, Mr. Chairman , we are in a re lati vely 
competitive field , and I kind of hate to divulge the 
findings of our activity here, because we use it for our 
marketing techniques and our marketing strategies. I 
can assure the Member it has been looked at in great 
length. 

I can also add that , for example, the price elastic ity 
of specialty packets is less sensitive than the price 
elasticity of regular packets, if I might just add that. 

Mr. Ashton: Which would certai nly be an encouraging 
note, and that is what I would expect. I am assuming 
your markup is quite a bit higher on specialty packages. 
In that case, it would provide a bit of a buffering effect. 
I realize it does not give you , in terms of the questions 
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of elasticity, a clear indication, because if you are raising 
your pr ice comparative to somebody else, it is a bit 
of a different situation than raising price generally. With 
the 9 percent sales tax, everybody's prices will go up 
in Canada. I was just trying to get some idea of the 
impact. 

Perhaps we can await that. Perhaps the Minister could 
provide that information to Members of the committee. 
I think it is an important matter to be dealing with , 
because there is a great deal of concern in a lot of 
industries about the impact it is going to have on sales. 

While McKenzie Seeds has had something of a 
recovery the last number of years, it still is in a-shall 
we say?-sensitive financial position, even despite the 
situation this year. It has been a recovery that obviously 
has been assisted greatly by the provincial Government, 
not to denigrate the work of the people of the company. 

I just want to get in some questions in terms of the 
financial notes as well and get some explanation for 
a number of the items. I notice in terms of the listing 
of assets, the cash and term deposits, substantially 
over 1987, is that just an indication of the time in which 
the snapshot was taken at the end of your period? Has 
there been some change in the company's policy in 
terms of working capi tal? 

Mr. Robinson: Mr. Chairman, I guess two points 
somewhat to do with timing, however, if you look at 
the relative levels of inventory and accounts receivable 
'87 to '88, you will note that there are significant 
decreases in that particular area. We have spent over 
the past four to five years a great deal of effort in 
developing systems to enable us to control, much better, 
our inventory, meaning that we can free that money 
up to use in other places in the company. 

As well , we have put a great deal heavier emphasis 
on collecting receivables than we have in the past, so 
principally, two parts to your answer. 

Mr. Ashton: What would the breakdown be between 
cash and term deposits in that figure? 

Mr. Robinson: As of October '88, principally all of the 
$900,000 that is showing would be in term deposits. 

Mr. Ashton: So essentially, in terms of the most liquid 
working capital , there has been no change. The concern 
I would have would be if you had a large amount of 
cash on reserve, and the imputed interest cost of 
maintaining that type of working capital. 

Well, you have answered part of what my next 
questions were going to be in terms of the accounts 
receivable, the decline in that. What is the situation in 
terms of the industry practice, what are you dealing 
with , a 30 day net, 60 day net, 90 day net? How have 
you gotten the improvement? 

The following question is really what are the plans 
in the upcoming years, do you see any way of getting 
the accounts receivable down even further than that? 

Mr. Robinson: Mr_ Chairman, our terms vary from 30 
day net on outright products to guaranteed, whereby 
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the customer pays 50 percent of the invoice 30 days 
after billing and also on consignment where we do not 
get paid until the end of season. I think our efforts for 
1988 were twofold: first of all , to ensure that we pick 
up all of the consigned product or principally all of the 
consigned product before year end, resulting in turning 
our receivables into cash as of that particular date and 
also heavier emphasis on phoning customers than we 
have in the past. For 1989 we have set objectives in 
our accounts receivable collection department to better 
the 1988 results by 10 percent, therefore, the objective 
being that our receivables will come in even though 
sales will be higher in that area, 10 percent lower than 
they were in 1988. 

* (1230) 

Mr. Chairman: The time being 12:30 and traditionally 
we rise at that point. Is it the will of the committee to 
sit a few minutes longer and possibly answer all the 
questions and pass the report? Is it the will of the 
committee? 

Mr. Ashton: We may be able to avoid bringing . . . 

Mr. Angus: Mr. Chairperson, we have certainly asked 
all of our questions on the McKenzie Seeds report and 
we have no difficulty in passing that report at this time, 
however, in deference to Mr. Ashton-
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Mr. Ashton: I still have a number of questions. I would 
suggest what we do is perhaps, through consultation 
with the Minister, we may not need to bring the staff 
back. If we can leave the report open, I think that would 
be preferable. If there is any way of avoiding of bringing 
the staff back , we will try and accommodate it. 

Mr. Downey: Mr. Chairman, I appreciate the willingness 
of the Member to not have to call staff back and his 
co-operation is certainly very much appreciated. It is 
not essent ial that we pass it because every time we 
have McKenzie come back, as it is working now, we 
have good news for this committee, so we are more 
than pleased to perpetuate it. 

An Honourable Member: The committee should go 
to Brandon, Mr. Chairperson. 

Mr. Downey: That is a good idea, we could maybe 
even do that. But, no , it is a committee of the 
Legislature. We would appreciate passing it now, but 
I do want to thank the board of directors and the 
management for coming in this morning. 

Mr. Chairman: The report is then not passed at this 
time. 

Committee rise. 

COMMITTEE ROSE AT: 12:32 p.m. 




