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>>Committee commenced at 9:10

Chairman (Mr. Tootoo): Good morning
everybody and welcome back. Before we
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start off, I would like to ask Mr. Barnabas
if he could lead us off with a prayer, please.

>>Prayer

Chairman: Thank you, Mr. Barnabas. Item
2 is the review and adoption of the agenda,
members?

Some Members: Agreed.

Chairman: We’ll continue on then with
the committee’s section-by-section review
of the Auditor General’s Report, and
questions to the Office of the Auditor
General and Government of Nunavut
officials.

Before I go to anyone, | think Ms. Fraser
wanted to respond to a question from
yesterday. Go ahead, Ms. Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
There was a question yesterday as to
whether there had been correspondence
between the chair of the board and the
Minister of Economic Development. |
would just like to correct what we said
yesterday. We, in our audit, have no
correspondence between the chair and the
Minister of Economic Development.

We did find correspondence between the
chair and the Minister of Finance but it
related largely to sort of administrative
issues. So for example, the delay in the
production of the financial statements and
there was some correspondence about the
letter of expectation as well. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Any
members have any questions? Go ahead,
Mr. Barnabas.

Mr. Barnabas (interpretation): Thank you,
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Mr. Chairman. Good morning. Welcome,
Ms. Fraser and the officials. Your report
indicates that the NBCC has experienced
an extremely high rate of staff turnover.
Were you able to locate and interview any
former employees of the NBCC during the
course of your audit? If so, what
information were they able to provide to
you? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Barnabas. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman. As
is our general practice, we would not
necessarily consult with former employees.
During the course of the audit, we would
have expected the corporation to have in
place all of the information that we
required to do the audit. We did though
speak to former employees as part of what
we call our “clearance process” at the end
when we issue our report, and we would
advise them, and let them see, obviously,
any text that would refer to them.

Most of the information that we would
present would be from current employees.
Obviously, even now, some of the people
that were there when we did the audit are
no longer with the corporation but we
would have worked with the people during
the period of the audit that were employed
by the corporation. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
Barnabas.

Mr. Barnabas (interpretation): Thank you,
Mr. Chairman. We all know that the
GNWT policies and guidelines that were in
place were taken into the NBCC. You state
in your report that they were not trained in
the corporation to be board members and
employees.
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The NBCC has experienced an extremely
high rate of staff turnover. How many of
these employees were terminated and how
many voluntarily resigned?

Chairman: Thank you, Mr. Barnabas. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman. |
don’t know that we have that information
as to who. I’m afraid I don’t have that
information as to why people may have left
the corporation. The corporation officials
might be able to provide that to you. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. | don’t know if his
question was about the training of the
employees. Maybe, Levi, if you can
elaborate your gquestion again. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Barnabas.

Mr. Barnabas: Thank you, Mr. Chairman.
Because of the extremely high staff
turnovers, | know that policies and
procedures were adopted from GNWT, was
there any training done with the new
employees in your findings of your report
or with the board? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Barnabas. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
We did look at the question of training of
board members and found that the training
was inadequate. The board members did
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not, as a group, possess all of the skills, |
guess, that one would expect, especially
with regard to financial skills. They would
have benefited from having more training
on that, as well as training regarding their
responsibilities as board members.

We did note that there was some training
given generally to board members for all of
the territorial Crown and the board
members did not attend that training that
was available to them.

As for training of staff members, 1 don’t
think that we’ve specifically looked at that
issue. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
welcome everybody to the meeting today.
Mr. Chairman, | wanted to follow-up on a
question that Ms. Fraser responded to
earlier towards the opening there that there
was no correspondence between the
minister and the chairperson.

Do you find that unusual that there would
be no evidence that the minister and the
chairperson corresponded on a Crown
agency of this importance to Nunavut and
no apparent evidence that he was taking
direction, or the chairperson was updating
the minister on how things were
proceeding at the NBCC? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
That is probably a question that is better
explored with the chair as to how any
updating would have been conducted.
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One of the problems that we’ve had
throughout this audit is the lack of
documentation. So the fact that there
weren’t maybe former or formal
correspondence, | don’t think we should
necessarily conclude from that that there
was no communication between the two.

We did note, as | have mentioned earlier,
that there was correspondence with the
Minister of Finance formerly and that was
because a lot of the, for example, other
expectations would come from the Crown
Council which was under the responsibility
of the Minister of Finance, and certainly,
the provisions as well, that the Crowns
were to respect were laid out in the
Financial Administration Act, and again, it
was the Minister of Finance that was
responsible. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Fraser for that answer. When |
was with the Northwest Territories
Business Credit Corporation, we met on a
couple of occasions with the minister
directly. We invited him to our meetings to
clarify what his expectations were of our
board. One of our primary concerns was we
didn’t feel that there should be day-to-day
interference from the Department of
Economic Development and Tourism at the
time.

So I’m wondering: is there any evidence
that the minister physically met with the
Nunavut Business Credit Corporation
Board of Directors? Thank you, Mr.
Speaker.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.
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Ms. Fraser: Thank you, Mr. Chairman.
We, again, are not absolutely sure that this
may not have occurred in the past, but we
do believe in the last two years, the
minister did not attend a board meeting.
But again, as we note, minutes of meetings
were not very well documented and there
could have been other occasions when the
minister met with the board. That would
have to be clarified with him. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms, Fraser for that information. Ms.
Fraser, do you think it’s important that
there should be some regular
communication between the chairperson of
a Crown agency and the minister that has
responsibility for that Crown agency?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
Certainly, one would expect that there be a
clear statement of expectations at the
beginning of each year and that there be
some monitoring by the minister, or his
staff, or, in many cases, it would be
through the ministry, that there be some
monitoring to make sure that those
expectations are being met and some sort
of annual review be conducted. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Fraser. Ms. Fraser, the
Government of Nunavut has what they call
the Crown Agency Council that issues
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letters of expectations, and | believe
they’re, as | understand, they’re made up of
Deputy Ministers of the Government of
Nunavut.

So it’s quite possible that Ministers of the
Government of Nunavut think that the
Crown agency and deputy ministers
provide the oversight to the Government of
Nunavut’s Crown Agencies. Do you think
that accountability for Crown agencies can
be delegated down to a Crown Agency
Council from a minister when the
department clearly is accountable to a
minister? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
Certainly, under our system, the
Westminster system, ministers remain
ultimately accountable for operations of
government, including operations of Crown
corporations.

I would add, though, that in the past, we
have noted that we were very pleased when
the Crown Agency Council was established
because, up until then, there had been very
little oversight of Crown agencies. We
view this as being a very positive move and
that there would be, perhaps, more rigour
and more attention paid to these
corporations, and there had been a number
of problems in the past.

We viewed that as being actually a very
positive step that that council was
established and we hoped that it would
bring a greater link between the Crown
agencies and the government departments.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
Peterson.
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Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Fraser. | think MLAs thought
that was good as well. I noted we get
copies of letters that are sent out to various
Crown agencies on a yearly basis and some
of them were quite detailed. It seems that in
the case of this Crown agency, the letters
that were sent out were not adhered to, |
guess, for lack of their worth.

How would you see a Crown Agency
Council be more effective in providing
oversight to the Nunavut Business Credit
Corporation, or indeed, any other Crown
agencies in the Government of Nunavut?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman. |
think that has to be considered in the whole
question of the roles and responsibilities of
the board.

Obviously, with the Crown corporation, the
board should be the ones that are
responsible for the oversight of the ongoing
operations and the management. And
certainly, in this case, we saw evidence
where the board was being told that things
were being corrected, or issues had been
resolved, or that the issues that had been
brought up were not correct, or that there
were erroneous information.

I guess we would have expected the board,
perhaps, to have probed a little more, to
have not simply accepted the assurances
that things were fine, and to have, perhaps,
been a little more challenging in that
information. I think that’s an issue that
should be looked at is: what is the
relationship of ministers, the Crown
council, and the boards of these Crown
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corporations to ensure that there is proper
oversight. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
Peterson.

Mr. Peterson: Thank you. Excuse me, Mr.
Chairman, it’s only 20 minutes in and I’'m
losing my voice. It must be the dry air in
Igaluit.

Ms. Fraser, there was a letter on September
29, 2006 from the Minister of Economic
Development to Mr. Hanson, Board of
Directors, and it was copied to the
Honourable David Simailak, Honourable
Paul Okalik, Honourable Louis Tapardjuk,
CEO Mel Orecklin, and the Deputy
Minister Alex Campbell. It’s quite a
detailed letter of what they expected;
priorities, corporate and financial priorities,
and so on and so forth. And then, there was
a response from the chair on November 11,
2006, and the response to that letter is quite
a detailed letter as well.

Have you had a chance to review those
letters? | believe the letter from the
minister at the time was Minister Akesuk
and | believe it was in response to the
Crown agency type of work. Have you had
a chance to view that letter and then any
correspondence that Mr. Hanson sent back
to the minister in terms of getting and
providing information that the minister
asked for in his September 29 letter? Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
Yes, our team has received copies of those
letters.

Chairman: Thank you, Ms. Fraser. Mr.
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Peterson.

Mr. Peterson: Thank you, Mr. Chairman.
Thank you, Ms. Fraser. | believe both of
those letters were tabled in the House. |
guess my question would be: if your team
has reviewed both letters, do you feel that
the information that the minister was
seeking and the instructions he provided to
the chair was adequate, and then, do you
feel that the chairperson’s response to the
minister’s letters was adequate? Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman. I’ll
ask Ms. Charron to respond to that
question, Mr. Chairman. Thank you.

Chairman: Thank you, Ms. Fraser. Ms.
Charron.

Mr. Charron: Thank you, Mr. Chairman.
We have looked at the letter of expectation
and the reply by the chair and the board.
Basically, the chair was asking for an
action plan and the letter of expectation
was asking for more information in the
annual report, if | recall correctly, and we
agreed with the information that was
provided by the chair with the action plan.

Now, has it been implemented? I’m not
sure but we agree with the content of the
letter. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Charron for that information.
Shortly thereafter, I’m reading through
some of your report that the CEO of
NBCC, I think he left in December 2006.
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So I’m wondering, has some pressure been
put on the Nunavut Business Credit
Corporation management through the letter
of expectation and the chairperson’s
response letter, and do you agree that the
content in both letters is adequate? Is it
your opinion, perhaps, that the CEO at the
time felt that he couldn’t comply, and
therefore, it was better for him to move on?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
That’s a question that would be best asked
of the chair, and perhaps, the former CEO
at the time. We would not know why he
left. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Just a
couple of questions I had from listening to
your comments this morning. In your
response, you indicated that erroneous
information was being passed on. I’m just
wondering if you could elaborate a little bit
on that. Who was feeding who this
information and any specifics on what type
of erroneous information that you found in
your review? Ms. Fraser.

Ms. Fraser: Thank you, Mr. Chairman. In
April of 2006, a firm of chartered
accountants had been hired by the
corporation to provide accounting services
and they wrote what we would call a
management letter.

So they wrote a letter to the corporation, to
the CEO, indicating a number of problems
in the accounting procedures and records
which, obviously, were very similar to the
ones that we had raised in our management
letters and which we report in the report
that was tabled here. The chair at the time
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then wrote to the CEO on a number of
issues, so one of them was asking that these
problems that had been identified be
addressed and he indicates then that he has
a number of serious concerns.

In one of the examples, for example, was to
please review this letter to prepare an
action plan and to take corrective action.
The CEO at the time, and these may be
letters that you would ask the corporation
to table, they prepared a management
response in April of 2006, and in many of
those, indicated that the comments from
this firm were untrue. He challenged what
they were stating. He said that they
wouldn’t have had sufficient time to be
able to make those kinds of comments.
Anyways, basically, challenged the issues
and obviously, didn’t believe that they
needed to be addressed.

So it would appear then that the CEO was
not in agreement with the issues that had
been raised by this firm and was indicating
to the chair that there were no problems
there. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. | guess
from that, was anything else done, or was
that the end of it? Did they just take for
granted the word that the CEO was saying
that these were non-issues and not to worry
about, or was there any follow-up done, or
anything else done to try and clarify those
issues? Ms. Fraser.

Ms. Fraser: To the best of our knowledge
and | think based on what we saw in that
audit, there was no follow-up done, which
is unfortunate because in the initial letter
from the chair to the CEO, he indicated that
there should be an action plan prepared, he
gave a timeline, and he even said that the
board would be doing a follow-up and
would be asking this accounting firm to
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come back in and make sure that things had
been corrected.

Now, as to why that wasn’t done, I think
that would have to be asked of the chair
and perhaps, the former CEO but one can
maybe speculate that because the CEO was
challenging the findings of this report, he
may have convinced the board that there
were no problems there. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Fraser. Was
there any evidence of that information
being passed on from the chair or the CEO
of those correspondences being brought to
the attention of the minister responsible at
the time? Ms. Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
The only indication we have that this was
discussed at all with government was in the
letter from the chair to the CEO. It had
indicated that he had discussed with the
deputy minister, he had discussed this
initial letter from the accounting firm with
the deputy minister at the time, but there’s
no indication that he discussed it with the
minister.

Chairman: Thank you, Ms. Fraser. One of
the other things that was mentioned
yesterday, and | know that your team had,
since last November, started looking at this
and met numerous times with the staff that
were there, the board members, and the
chair, I’m just wondering how these
meetings went throughout that whole time?
Were they, “Oh yeah, no problem,” or were
there sometimes conflicting views on
things? Ms. Fraser.

Ms. Fraser: | don’t know how | would
exactly characterize it, | mean, obviously, it
was not an, and to be quite frank, it was not
an easy situation for anyone. | think the
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corporation wanted to get the financial
statements finalized and I know we had
some frustration with that, but it seemed to
be a very long process and wasn’t being
done successfully.

So I think there was some frustration on
that since, | mean, obviously, from our side
as well, it was difficult because we were
trying very hard to avoid a denial of
opinion and yet, weren’t able to get the
information even though the staff was
trying in many ways to be able to do it.

So I guess | could say it wasn’t always the
most harmonious of relationships, but 1
think at the end of the day, the corporation
recognized that the issues are serious and
have taken action to resolve it. | would
hope that we could focus on the going
forward and trying to get the 2008
statements done, and kind of put these last
two years behind us. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Fraser. | can
certainly agree with you: they’re probably
looking forward to putting these last two
years behind now.

I guess over that time, | understand that
your team met with sometimes the board as
a whole or the management, and sometimes
individually with these individuals. I’m just
wondering if, at any time during those
meetings, if there were conflicting accounts
of events, or conflicting information that
was brought to the attention of your staff in
those interviews and in those meetings?
Ms. Fraser.

Ms. Fraser: Thank you, Mr. Chairman. As
I was not part of, obviously, most of those
discussions, I’ll ask Ms. Charron to
respond.
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Chairman: Thank you, Ms. Fraser. Ms.
Charron.

Ms. Charron: Thank you, Mr. Chairman.
There were circumstances and meetings
where the office brought some points to the
attention of the committee or of the chair of
the audit committee and of the board. We
have received conflicting information from
the organization and it was not always easy
to pass the message along. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Charron.
Would you be able to give us an idea of
what type of conflicting information that
was received? Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
For example, when we raised the question
of the status of the files, whether the files
were complete, or whether we had received
all of the information, at many times, we
were asked what is missing in those files
and it was very difficult for us to say what
was missing. We could just decide that we
needed the loan agreement, or we needed
the securities that went with the loan
agreement, but we did not know what else
was missing in the file because we could
not redo the sequence of events that had
happened.

So we kept having pressure to tell them
exactly what was missing, and while we
were saying, “Well, we don’t know
because we don’t know what’s missing in
the file and what’s happened,” then we
were being told, “Well, you have to tell us
what’s missing,” and, on the other case, the
corporation would come and say, “Well,
we have provided all of the information.
Everything is there,” well, we knew there
were things missing. So this is one type of
example that | can provide with.
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I can’t think of anything else at this point
but I could bring back some more
information to the committee at a later
point. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. It
sure sounds like it was conflicting
information being passed on from the
management. In your interviews with the
board members, was there any conflicting
information in interviews that were done
with board members, what each of them
thought was or wasn’t going on? Ms.
Charron.

Mr. Charron: Thank you, Mr. Chairman. |
think the board was getting conflicting
information between the information that
we were providing to the board and the
information that was provided to
management. That’s what | can offer at this
time. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. Can
you inform us, in your readings
individually with board members, if there
were conflicting stories that came up
between board members, or was it just the
information that they were being told from
management and the information that they
were getting from you guys? | was just
wondering if it was just that, or was there
any other conflicting information between
the board members themselves? Ms.
Charron.

Ms. Charron: Thank you, Mr. Chairman.
We have not received any conflicting
information from board members. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. It’s
good to hear. Mr. Curley, do you have a
question?

Mr. Curley: Yes, thank you. My question

Shobba® PbD>I/AY M abd DNDLNNGC
APbeoPL Act/ea SbD>AbbAT >,
Sgheql™® AbYRDCSe,

Ab/PCSe (ONNNJO): Sdveal™ M NGe,
CLbd< DNDLRNC
<D®CPSHECOIATD>LONDLLC CAPI< bNLAC
DSbec_SbNM=HNC Shose b P c>PNoC
DR HGC LAY C INHEC DOAC
CAPI bNLAE A AN 5N Sh oS
AFLPYSBSLAUE ARCc<aC CLbd<? ™ NGe,

G2 (ONNNUO): Sdal™ APYRDCS, A,
CAPI bNLAC 7NN C
DNSNCP>SbEC DSLC DRN® o

DA PPNCHC <L > bNLof
<DA*QPPNCHLE LNPPILDSTLLC. Sdyeal™®
AbIRPCb,

AP/<RPCSe (OLNNNJO): Sdvreal® M NGe,
D>RN*TSHA DN®NCNLEQ ®>NC CAPI
bNLMAGC <D bNLSbNNSbeCN=oN,
LA GC PDSHDPSHHCCLPP<L? Codd Acb
bNLAC DR 52G<C DN®NCPYT oo ¢ Cedo*L
A®ba AY®PNPL>Y0C LN *NCSHECLD>LE,
DPYa DA% D, <P Mo DNDLNNC AC®,
DNDLYD>YE 525C bNLNoC
LALYLEDSHECLDSLLMNC? ™ NGe

6o OLNNJ9): sdyeal™ AbYRPCSe, [bda™L
LAPPOGC bOLAG*L®D o€
DNeNCH> >*NJC, Sdyal™® AbYRP>CSe,

Ab/RPCSe (ONANJO): Sdb2al™ N NG,
HAG® 6™ MC dc dAdNSHRAC.

de ONNNJ9): Coa LRLd o0

17




is to the government and particularly to Mr.
Gerry O’Donnell, Comptroller General.
We, obviously, have heard that there may
have or could have been some
misappropriations or fraudulent acts. It’s
not confirmed but the minister did state in
this House that he had asked the
comptroller general to ask the RCMP to
investigate. Has that request for an
investigation been communicated formally
by your office yet? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
O’Donnell.

Mr. O’Donnell: Thank you, Mr.
Chairman. Yes, when that was announced
in the tabling of the OAG Report on
November 5 and the announcement by the
OAG that there has been a serious
breakdown of basic financial controls in
NBCC. After that, | was asked to request
for RCMP to review the matter and
determine whether they needed to perform
a full formal investigation.

Chairman: Thank you, Mr. O’Donnell.
Mr. Curley.

Mr. Curley: Yes, | assume that happened.
Obviously, the RCMP, as the national
police, requires certain evidence be
provided to them before they can conduct
such an investigation.

What evidence did you provide to the
RCMP that investigation is absolutely
necessary in view of the fact that the Office
of the Auditor General was not able to
confirm whether or not these fraudulent
acts had taken place or not? Do you have
actual evidence that you provided to the
RCMP that requires them to look into the...
my question is: what? Is it the operation as
a general, or the existing loans, or missing
appropriation of funds from the others?
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Could you give us some examples, for
instance, what evidence have you provided
to the RCMP if you have asked them to
investigate? | know the minister did
indicate that he had asked your office, but
certainly, it’s now in your court in my
opinion. Thank you.

Chairman: Thank you, Mr. Curley. Mr.
O’Donnell

Mr. O’Donnell: Thank you, Mr.
Chairman. Thank you, Mr. Curley. What |
did when I met with the RCMP was to
discuss the matter in terms of bringing
them up to date as to what had occurred
and | provided them with a copy of the
Auditor General’s Report. | also provided
them with a copy of the yet-to-be approved
financial statement, or year end annual
report for 2005-06, and organizational
charts. I also provided them with the
contact numbers for OAG if they wanted to
ask any specific questions to the OAG
concerning their report.

I did not have any further evidence to
provide them with regards to problems
with the control issues identified by the
Auditor General.

Chairman: Thank you, Mr. O’Donnell.
Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman.
Since the minister announced; | assumed
that you have spoken to the minister before
he announced the intention to call upon
your office to ask for the RCMP to
investigate it; did you have a prior meeting
with the minister that he was asking you to
have your office in charge of the
investigation? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
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O’Donnell.

Mr. O’Donnell: Thank you, Mr.
Chairman. I did not have a meeting with
the minister on this specific issue. | did
receive a formal letter the very next day
asking for this matter to be turned over to
the RCMP for investigation.

Chairman: Thank you, Mr. O’Donnell.
Mr. Curley.

Mr. Curley: Thank you. To ask the RCMP
to investigate an organization or the affairs
of any corporate structure is a very serious
issue and | believe it is a justice issue. Has
the Minister of Justice ever spoken to you
about the need for the RCMP to investigate
certain actions, activities, or whatnot that
may have been done improperly and so on?
As this is a justice issue, have you actually
had any contact with the Minister of
Justice’s office on these issues? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
O’Donnell.

Mr. O’Donnell: Thank you, Mr.
Chairman. No, I have not had any formal
communication with the Minister or the
Department of Justice on this matter to
date.

Chairman: Thank you, Mr. O’Donnell.
Mr. Curley.

Mr. Curley: Thank you. As an important
official of the government here, within the
whole financial control of the government,
don’t you think that it would be appropriate
for the Minister of Justice to actually
authorize you to officially have contact
with the RCMP instead of any other
minister on this issue? Are you comfortable
with the direction that you received from
the Minister of Economic Development?

>Co°.

BC.o% ONNNUC): Sdval™, AYRPCS CA%a
FoCbDst /2% a bNLSbN P >*1CS
PY<do NNGSYLLa® ANCHc DD
SHD>ILLE, DbD>NYD 5L Cod<dds
<EPPd o LeC>a<dcSLC
SH>ANC >N >C o< N,

Ab/RPCSe (OLANJC): sdv*al™®, MC >CoC.
™C dc.

de OLANJO): <EPbde Sb>ANASIYD> G LC
NresdseNC>ILLo® Pa by M ovLLda®
CLea Lo%*a DIt ndbALLE, A,
APHOANNJPNCDYN b so . o CbA
Ac®o® JANLCDP<ACY Actob </bdC
ALACDSo<SLC <LLdeaC Ld<

> CPNLNOC, CA%a Labonnbde
Fo“C*L* CLDL ek .o
D>bec_SbNNL*a o/ D>PADL?

Ab/PCSe (OLANJO): sdy*al™®, C dc. MC
>C.o°.

B>C.o OLANJ9): Sdb*al™®, Ab/RDCSe, Ll
D>Sbec_SbNPD>*NCS CA*a LcbLonabde
FohCxL® DM NPEoJ.

Ab/PCSe (OLANJC): sdy*al™®, MC >CoC.
™C dc.

de ONMNUY): A, LRLM*or, LRLPIN®SC

Pa DL*NC CALASDSNONC
ADa®ND>a % Lcbenepbde ToCeL®
Ac®o® Db cSbNbPLoOo CL%a
Ao®nLPNNayPADY AL
AO®AZPNNCDPADY CA%a SoPeC>c >seIse
AR <IN npbde o CL* 0 ?

20




Thank you.

Chairman: Thank you, Mr. Curley. Mr.
O’Donnell.

Mr. O’Donnell: Thank you, Mr.
Chairman. | am comfortable when a
minister asks me to ask the RCMP to at
least review the matter to determine
whether there is a need for investigation by
their criminal investigation unit.

That’s all that was done and provided to
the RCMP that request with any
information that | had at the time, and then
I also provided them with access to the
OAG contacts to pursue any additional
questions so that they, in their wisdom and
judgement, could make the right decision
as to whether it should be followed through
with further investigation or not. We would
provide them with ongoing information as
was required if they deemed it appropriate.

Chairman: Thank you, Mr. O’Donnell.
Mr. Curley.

Mr. Curley: Yes, | appreciate that
information. | also wanted to ask you, if
you have listened to my comments, | used
the words, when the minister did announce
that he was calling the RCMP to go on a
“fishing expedition.” That meant that I’m
not undermining the RCMP. I think it’s
important that they look into whatever
activity that may have been inappropriate if
there was any evidence.

I don’t think they should be asked to do
work, that your office should be conducting
whether or not if funds were
misappropriated or missing, you, at least,
should do your homework first or your
colleagues in the government. Is that work
being conducted, or have you asked NBCC
to look deeper and try to narrow down the
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evidence, if any, instead of the RCMP
going all over, and maybe seeing that they
have all potential borrowers as suspects in
this affair? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
O’Donnell.

Mr. O’Donnell: Thank you, Mr.
Chairman. What has been done is that
when the Auditor General was conducting
their special audit that they received
support from the Internal Audit Services
Branch within the GN to review the loan
files, try to come up with any additional
information that they could, and to help
support the OAG in concluding their
review and providing us with their report.

So that’s all, at this point in time, other
than that the corporation would have been
working diligently trying to provide what
other information that the OAG felt was
missing at the time that the review was
being conducted.

Chairman: Thank you, Mr. O’Donnell.
Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman.
My other question is; | assume the RCMP
is still looking into whether or not they will
actually conduct the official investigation.
The initial contact that you have,
obviously, requires certain evidence to be
provided to them, or questionable
decisions, or what not, or documentation.

Once that work is done, would the
investigation be conducted locally here, or
would that be a special commercial crimes
unit division of the RCMP? Have they
indicated who would specialize in that?
Would that be from the Ottawa office or
from this area? Thank you.
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Chairman: Thank you, Mr. Curley. Mr.
O’Donnell.

Mr. O’Donnell: Thank you, Mr.
Chairman. Yes, they have provided me
with updates as to how they’re proceeding.
What they have done is they have
forwarded the documentation provided to
their Criminal Operations Section and that
section will then determine what needs to
be done in terms of whether they need to
pursue further investigation or not. This
would be handled by the Commercial
Crime Section of Ontario. The reason for
that is because in lgaluit, they do not have
a Commercial Crime Section to follow
through on this matter.

Chairman: Thank you, Mr. O’Donnell.
Are you finished? Mr. Curley.

Mr. Curley: Thank you. I didn’t want to
cut you off or anything but that information
IS important to us. It’s troubling in some
respects because the minister jumped the
gun on you or many of us without having a
real... | use the word “cautiously” that they
are now suspects of theft or whatnot. The
question is: who are these suspects in your
mind? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
O’Donnell.

Mr. O’Donnell: Thank you, Mr.
Chairman. I would not be able to say who
would be a suspect. | would have to leave
that to the results of any investigation that
would take place by the RCMP. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. O’Donnell.
Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman.
No, I wasn’t asking for specific individuals
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or whatnot, but are they looking to the
existing loans, or the loans that have been
approved as not proceeding or whatnot?

I think the minister, or at least someone
that had been called upon to provide
information to the RCMP, has an
obligation to tell the public which areas of
NBCC'’s activities have been investigated.
Otherwise, we will be like as we are, in a
state of emergency, and everyone is a
suspect.

Are you in a position to advise or request
any of your ministers that clarification is
needed? The business communities, who
have done great work, many of them, who
have done it properly, may be going
through difficult times, that, not
intentionally, have not paid back some of
their loans as they should, they should not
be suspects in this case.

Has that been considered by your office at
all that the government must narrow down
the possible evidence if any? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
O’Donnell.

Mr. O’Donnell: Thank you, Mr.
Chairman. I concur that this matter needs
to be dealt with quickly in order to remove
any suspicion. |, therefore, did ask and
have made that point at least three times
now, that they need to expedite this matter
quickly to determine whether, first off, any
further investigation needs to be done
based on the information that they have,
and also advise myself or others in the GN
whether further information is required at
this time and if we can provide that, we
will.

So at this stage of the game, | cannot say as
to what area they’re zeroing in on, any
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particular section of the corporation or the
GN as to where they might need additional
information.

I do know that, as I’ve been involved in a
number of these in other jurisdictions,
supporting investigations by the RCMP, or
the Ontario Provincial Police, that these
matters can take some time. You don’t
know exactly how far you’re going to have
to delve into records and what sections or
areas, until you have at least spent some
time in that.

So they did indicate that they will expedite
and keep us up to date, and I will provide
that feedback instantaneously. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. O’Donnell.
Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman.
What | understand from you is that the
communication to the RCMP has initially
been done and the RCMP has asked for
further information. It is not clear whether
or not they have agreed to go with the full
investigation. Am I correct in that?

If that is the case, did they give you any
indication exactly when they would decide
to go through with the actual investigation,
and if so, will they provide you with, if this
as broad as possible investigation, or will
you have an idea that they will narrow it
down to specifics? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
O’Donnell.

Mr. O’Donnell: Thank you, Mr.
Chairman. All that I have been advised at
this stage is that they have referred this
matter quickly to their Criminal Operation
Section. They will then determine if this
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matter needs to be dealt with by the
Commercial Crime Section in Ontario and
that decision, hopefully, will be made
quickly. All the information that I have at
this time is that they are reviewing the
matter expeditiously. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. O’Donnell.
Mr. Curley.

Mr. Curley: Thank you, Mr Chairman. My
last question to you is this: once they have
determined that further investigation, or if
there is any evidence that they wish to
pursue, will they be advising or contacting
your office, or will they be contacting the
Minister of Justice? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
O’Donnell.

Mr. O’Donnell: Thank you, Mr.
Chairman. They will advise me as to the
status but that doesn’t mean that they could
not go directly to Justice with any
questions that they might have. Also, as
soon as | have been advised of anything,
the Justice Department would be advised of
complete details as to the results of their
review or investigation depending on to
what extent they’re going to pursue this
matter. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman. |
have a question to the acting chair, CEO of
the NBCC. So far, you’ve been listening
intently here and there, but could you, for
the record, indicate how long you have
been with the NBCC? The second question
is: who do you report to? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
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McDowell.

Mr. McDowell: Thank you, Mr. Chairman.

I’ve been with the organization since April
27,2006 and in my current acting role, |
report to the Deputy Minister of ED&T.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Curley.

Mr. Curley: Thank you. That’s quite
simple, obviously. Is that reporting
relationship that you currently have always
been the case since you started working
with the NBCC that the CEO reports
directly to the deputy minister? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.

I think that I can only speak to the role that
I had before as the comptroller. I reported
to the CEO and the CEO, how he reported,
I don’t think I can speak to it. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Curley.

Mr. Curley: Thank you. My next question
is, Mr. Chairman: within your role,
obviously, you had seen a number of board
meetings that were held by NBCC, do you
have any particular position exactly as to
who should or where should the NBCC
CEOQ report to? Should it be directly to the
board, and if so, what would the main
reason be for having a dual reporting
relationship if one can work just as well?
Thank you.

Chairman: Thank you, Mr. Curley. Mr.
McDowvell.
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Mr. McDowell: Thank you, Mr. Chairman.
Of course, at the board meetings that | have
attended, the CEO has reported to the chair
and the chair has conducted the meeting. In
my opinion, of course, the CEO must
present everything to the board through the
chair in regard to the corporation.

The second part of your question as to who
the CEO should report to, there is some
administrative functions that have to be
done through the department. So there is a
necessity to have the relationship with the
CEO to the chair for loans and NBCC
business, but as far as the administration,
because we are public servants, through the
department and with the assistance of the
department. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Curley.

Mr. Curley: Thank you. Yes, your views
are important as an acting chair because
really, for any organization to work
effectively and independently of political
interferences, really the Crown
corporations should work completely arms
length of the government. That’s the whole
reason for setting it up so that there is an
arms length relationship not directly.

All organizations, Crown corporations, or
whatnot, that have received funding from
the government, including other
organizations, pretty well operate
independently but they do have an annual
or whatnot contact with the government
mainly to secure funding and that sort of
stuff.

To have this confusion continue is not
going to help you. You either agree to work
directly with the board or not. Otherwise,
there would be no reason for having an
independent status of NBCC because |
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think that was the appropriate question the
office of the Auditor General has posed to
all of us. Should NBCC be incorporated
into the department instead of having a
separate organization?

So having said that, if | were Minister
David Simailak, I would ask you, “What do
you think?” | would ask you to not provide
me with one page but a reason why you
would want to have a relationship with the
department at least. You said it was
administrative. Give us some examples; I
think we need some backup. Thank you.

Chairman: Thank you, Mr. Curley. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
Some examples are, since we are, again,
public servants, so all of our payroll is
functioned through ED&T or through the
GN, matters of the functioning for
reporting controls, of the accounting, is
through the FAA and not the NBCC Act,
and so hiring is, of course, HR.

So HR, Finance, and ED&T, all three of
those things have to be a liason through
somebody. So at this time, it’s through
ED&T, and for that, Mr. Chairman, | think
I need to clarify something. I have had
contact with the interim chair, as well, on
NBCC matters. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Curley.

Mr. Curley: Thank you. | think it’s very
obvious why there is confusion with the
relationship between the NBCC board and
the minister’s office for all that matter
because the whole reason for having a
separate corporation to run the service to
the industry is to be independent and have
an arms length relationship.
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Would you say to the committee that it’s
not convincing that there should be an arms
length relationship? So someone’s going to
have to make a decision and
recommendations if need be. | don’t know
whether it would have to include yours or
not because your answers to me create
further confusion.

I think you are not aware that the political
interference can be much more easily
influenced if you have a continuing
relationship with the deputy minister and
the department. Therefore, that creates very
unclear roles and responsibilities
particularly with the chairman of the board,
as well as the board and executives of the
board.

So would you be comfortable if the arms
length organization were chosen and would
you work to support that there be complete
independence on the deputy ministers,
other than the annual requirements to seek
funding and so on? Would that be
acceptable if that were decided? Thank
you.

Chairman: Thank you, Mr. Curley. Mr.
McDowvell.

Mr. McDowell: Thank you, Mr. Chairman.
I believe that, as part of the action plan,
that is going to be looked at - the
relationship, the reporting status - and of
course, I’m going to support whatever
comes out. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell. A
question that I’m not sure if it’s to Mr.
O’Donnell or Mr. Ma that would respond
to it, and I know that the Department of
Finance has an internal audit section in
there. Once this all came out over a year
ago, has the Internal Audit Division in the
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Department of Finance conducted any
reviews or audits in this particular case?
Mr. Ma.

Mr. Ma: Thank you, Mr. Chairman. To
date, our involvement with the Internal
Audit Services Branch has been to assist
the Auditor General in their review of the
2005-06 statements of NBCC. And, the
reason we were involved was to add some
additional capacity at that time to the AG’s
office with respect to the NBCC audit.
Subsequent to that, we have not done any
work on NBCC.

However, having said that, obviously,
when we go into next year’s audit plan,
there may be work and it’s true, at this
point, for me to give you a definitive
answer on that. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Ma. Another
question, I don’t know which government
witness would respond to this. I know
yesterday Ms. Fraser pointed out from their
review how things progressed once the
draft report was done, the
recommendations were there, and the
government’s response. | know that her
report concludes 15 specific
recommendations, as well as 15
Government of Nunavut responses.

I’m just wondering if you could outline in
detail for the committee the process that
went into preparing the government
responses and clarify whether or not the
responses were approved by either the
Minister of Economic Development and
Transportation, or the Minister of Finance,
or if they went to the Cabinet as a whole
prior to being included in the report. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. As the Auditor General had
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indicated yesterday, the report was
provided to the bureaucrats and there was
assistance from the Department of Finance,
Economic Development, and NBCC in
drafting up the responses.

Those responses were vetted amongst the
bureaucrats and once they were finalized,
they were sent back to the OAG. They
were not approved or vetted by the
Minister of Finance or the Minister of
Economic Development and
Transportation. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak. Is
there a reason why this information wasn’t
provided to any of the ministers
responsible? Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I think at this point I’m going to
ask Mr. Ma to respond about the audit
function in terms of responses. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Ma.

Mr. Ma: Thank you, Mr. Chairman. The
OAG’s audit of NBCC is with respect to
NBCC, and especially the reporting
relationship between the Auditor General’s
Office is with the NBCC and its board.
You’ll note that the report was actually
directed, even though it’s to the
government, is really specifically to the
NBCC.

The report | guess is the administration of
policy, and as such, we, as staff, then
drafted the responses. The report is not
anything beyond the administration
policies, so it’s only appropriately | think
that we, as staff, respond to those particular
recommendations. Thank you, Mr.
Chairman.
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Chairman: Thank you, Mr. Ma. | can
understand that, but given it was over a
year ago that a lot of these serious concerns
came to light and we know that the CEOQ is
to directly report to the Deputy Minister of
ED&T, which would, in turn, assume that
the Minister responsible for ED&T be kept
in the loop on these things. I’m just
wondering, given some of the findings
here, why wasn’t the ministers responsible
made aware of these concerns? Mr. Ma.

Mr. Ma: Thank you, Mr. Chairman.
Throughout the process, we have tried, to
the best of our ability, keep the respective
ministers informed, but until we actually
got the draft report from the AG’s office,
it’s hard to see what the contents are.

So when we received it, | believe that we
met via conference on October 16 or 17
with the AG’s office. We didn’t actually
get a copy that we could keep but they
reviewed with us the initial contents of
what would be in the report.

I believe the AG’s office indicated
yesterday that we did then get a draft |
believe on October 22. From there, then we
proceeded to work with officials to provide
adequate responses to the AG’s report.

Now, | guess we need to recognize the fact
that the time that we received the draft
report in writing from the AG’s office and
when the responses were actually tabled in
the Legislative Assembly, I think was
about two weeks, so our time frame was
tight. We did advise later, sometime after
October 22, of the contents of the report
that was going to be tabled by the Auditor
General.

The minister did not get a copy of it
because we were embargoed in terms of the
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report but we advised him, to the best of
our abilities, the contents that would be in
that report. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Ma. Ms.
Fraser, do you want to add something?

Ms. Fraser: If I could just add, part of our
normal process of audits and the responses
to audits, we only work with officials. We
expressly ask officials not to share copies.
So in this case, we provided drafts to
officials and expressly asked that it not be
shared. We do the same thing, quite
frankly, in all of our audits. We ask that
these not go to ministers.

If it is about, as | mentioned earlier, about
the application of policies and procedures,
and particularly, in this case, when there
was the board also involved, we briefed the
board but we, in fact, did not provide drafts
to the board because it was still very early,
and the main process for all of this, too, is
that one of the important elements is to
have a validation of facts and only officials
can actually do that.

So it’s important to us that there be very
tight controls over the reports before they
are finalized, especially given that this
report was going to be tabled here in the
Legislative Assembly, we would be very
cautious I guess. That’s why the timelines
were very tight as well, because we were a
little concerned if it was to leak, as we say,
there could be a lot of unintended
consequences from that.

So we specifically requested, in this case,
that the copies be kept only by officials and
that is why the responses were given by
officials. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. | can
understand that the working and going
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through it, and as you indicated yesterday,
there were minor changes, clarifications,
and things that were done since the draft.

You and Mr. Ma indicated that you did
share, not the copy of the report, but |
would imagine some information in regard
to the report to the minister. I’m wondering
if you could elaborate on which minister,
what information you shared with that
minister, and when that happened. Mr. Ma.

Mr. Ma: Thank you, Mr. Chairman.
Deputy Minister Keenainak and | share a
joint minister who is Minister Simailak.
He’s the Minister of Finance, the Minister
of Economic Development and
Transportation, and also Minister
responsible for Nunavut Business Credit
Corporation.

Generally, what we shared was that there
were two key components to the AG’s
report. The first part is what | would
consider to be the operational side. There
were a number of recommendations with
respect to the operations of the NBCC. The
second side is what | consider to be
corporate governance. Those are the issues
that have to be worked with reporting
relationships.

Like all Members in the House, he would
then receive a copy at the appropriate time
when it was tabled by the Speaker in the
Legislative Assembly. Thank you, Mr.
Chairman.

Chairman: When did you share that
information with the minister? Mr. Ma.

Mr. Ma: Thank you, Mr. Chairman. I’m
sorry. | forgot to answer that part of your
initial question. It was the Friday that we
received the report, so | think that’s
October 26 off the top of my head.
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Chairman: Thank you, Mr. Ma. October
26, is that correct? Mr. Ma.

Mr. Ma: Thank you, Mr. Chairman. Yes,
that’s correct, Mr. Chairman. Thank you.

Chairman: We found out and he even
indicated here in the House that they were
aware a year ago last November that a
denial of opinion was coming forward on
this. Was there any briefing to the minister
or Cabinet on this and the seriousness of it?
What kind of direction came out since that
time? 1 don’t know who would respond to
that. Mr. Ma.

Mr. Ma: Thank you, Mr. Chairman. As the
Office of the Auditor General indicated
yesterday, we were advised | believe in
November of last year that there was a
possibility of a denial. It was not a denial at
that point in time. We were advised that
there were serious difficulties with respect
to the audit of NBCC for the 2005-06 fiscal
year, that they and us would make our best
efforts to avoid a denial and at least,
hopefully, head towards a qualified
opinion.

When that information was conveyed by
the AG’s office to myself, as Deputy
responsible for Finance, | did advise our
minister that that was a possibility because
I thought was at that particular time. I also
then advised the Deputy Minister of
Economic Development who had the
responsibility for the NBCC file.

Throughout the process, we have kept the
ministers informed to the best that we can.
Obviously, it’s hard to talk more contritely
until we are in receipt of the formal report
from the AG’s office, which, in the past
month, we have been in receipt of. That’s
about all I can add, Mr. Chairman. Thank
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you.

Chairman: Thank you, Mr. Ma. You
indicated that that report was provided to
you in October. Did the draft report already
contain the Government of Nunavut’s
responses to the recommendations? Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. When the Auditor General
presented the report on October 22, |
believe, to the board, and we got a copy,
that is when we started preparing the
responses. So at that time, the government
responses were not in there and that’s part
of the reason why the draft was provided,
in order to formulate the government
responses that were going to go into the
report the Office of the Auditor General
tabled on November 5. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Keenainak. |
have another question. | know in the report
there are a couple of things that raised flags
to me. One of them was an observation that
there are at least two cases where more
money was provided to someone then they
asked for it. Also, there was a letter that
was submitted that had false information
on it about two companies. To me, it’s
more erroneous information on there.

Maybe I’ll ask Ms. Fraser or her officials if
they had any indication of those loans
where more money was provided, was it a
substantial amount of money and was there
any explanation as to why they were given
more money than what they required in
their loan? Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
The cases where more money was
provided, we’re talking about thousands of
dollars, I don’t have the exact figures but
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it’s thousands of dollars. And, as we
indicated yesterday, in one case it was to
pay taxes and the other case was the legal
fees that were expected to be charged were
lower than the amount that was actually
charged to the corporation. The difference
went to the borrower. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Charron. Was
there any others? As you found there, it
says there are at least two, so I’m just
wondering if there was more, or there could
be more, or didn’t look at them? Maybe if |
could just get a clarification on that. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman. In
these two cases, of course, we were able to
see the documentation. | think the problem
in many of them is that there wasn’t
sufficient documentation in the files to
know if the loans were in accordance with
the applications. So again, it comes back to
a question of documentation, and in all of
our audit work, too, we just do a sample of
loans. Thank you, Mr. Chairman.

Chairman: Okay, so then I would say it
wouldn’t show that there wasn’t any fraud
or anything like that where they’re saying
that they were getting more money than
what they needed. It was just different
things happened to allow that.

Say, in that one case there was a letter, it
pointed out that it had erroneous
information in it regarding the two
companies and maybe if we can get an
explanation on that, if that was, in fact
false, information that was being provided
by the management of the NBCC to the
minister. Ms. Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
This is the case, | believe, of the limit on
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loans to related parties and | am informed
that there was evidence on file that one
company was owned 100 percent by the
other company. So clearly, they were
related and yet, the letter from management
indicated that they weren’t. So it was
erroneous. Thank you, Mr. Chairman.

Chairman: Sorry, go ahead, Ms. Fraser.

Ms. Fraser: If | could just add that we,
obviously, don’t know the motivation as to
why that occurred; was it an error or was
there some other reason for that. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. I’'m
just wondering if the case was that it was
clear that the connection was there and
false information was provided to the
minister. In your view as an auditor, would
that constitute some type of fraud or
something by providing false information
to access another $1 million? Would that
be considered fraud in the view of an
auditor? Ms. Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
What you’re really asking is about the
motives behind this or the reasons behind
this, and in our audit work, we, obviously,
don’t go into all of that. We were not given
a sufficient explanation as to that letter. |
don’t know if the current officials of the
corporation are able to do that or not, and
obviously, a lot of the people that were
there at the time are no longer there, which
makes it difficult as well to get
explanations. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. | know
you say you weren’t given a sufficient
explanation. What kind of explanation were
you given in regard to that? Go ahead, Ms.
Fraser.
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Ms. Fraser: Thank you, Mr. Chairman.
We were given information that the
corporation relied on information that had
been given from one of the companies and
that was why, but we didn’t get any more
information other than that, which I think
goes back to our point that, perhaps, the
whole process and the rigour with which
these applications were reviewed was not
sufficient.

I should point out of course, that the
minister does have the authority to approve
these loans in respect to the fact that they
were related parties but the information
provided to him was not correct. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. So
that’s basically the applicant provided false
information is what happened here. Maybe
I should just ask one last question before
we take a break.

In your review of the applications, the
processes and the things that are in place, is
there any mechanism or anything on the
application, usually, the applicant has to
sign off saying that this is correct
information.

Is there anything in place that would
basically say if they do provide false
information that there could be
consequences of any kind on that? Were
you able to determine if there was anything
like that in their applications, or in the
process of an applicant applying, and if
they looked into it after and found out that
there was false information in there that
there could be consequences? Ms. Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
I’m informed that there is no specific and
there is no preset application form. We’re
not aware if there may be other
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correspondence, perhaps, that would
indicate something like that and the
corporation might be able to better respond
to that question. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. I’'m
going to go ask the corporation officials
after a break if they could look at it. So
maybe we’ll take a 15-minute break right
now and come back at quarter to. Thank
you.

>>Committee recessed at 10:32 and
resumed at 10:56

Chairman: Welcome back. Just another
question, I know | was asking questions
earlier about, and it’s stipulated, | believe,
in the Act of the $1 million limit for loans
to related parties.

Maybe if I could just ask Ms. Fraser or her

officials: why is something like that there?

What is the importance of having a limit or
something like that set up in place? Maybe

just get an explanation from your view. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
This, of course, is stated in the NBCC Act. |
would imagine that it was put there simply
to manage risk, that there not be an undue
level of risk assumed in regard to a group
of related companies. So the Act would
require that there be a specific decision that
people would consciously know because
minister can approve to go over this limit,
but then there would have to be, obviously,
more diligence, one would expect, and then
the explicit approval to take on that level of
risk.

The difficulty could be, of course, if you
have a lot of related companies, if you
didn’t have that kind of limit in there and
each one had a loan of $1 million, the

CALAS®CSHbIA*a.n<c®, ALLSh Cbd<
d<>ANSd PDLS<C dbD>aSshD>a<sedse,
Sgheql, Ab/RPCSe,

Ab/PCSe (ONMNJO): Sdval™®, [ DSbAL.
A, Ctdd AT KD o5 L >N HC
15 Mo € o%b*Le b, PNSa<s>JC CPNd 9-
<5<, sd*al®.

PONLAGEC 0%b*LbA®a D¢ 10:32" <L
AN<eb*o®IN® 10:56I

AP/<XPCSe (ONNNJC): Sdvreal®.
AR SUL, DL AT Y.
AANPbEoPLIEML, DICNse
AASdNSbbCeb>LL CA%a. $1 M
QDA ABCPILRC ALLE ASdYS<<NJC
DI PNNT<IPNe Cdbeda™L

<D I<IPLYT®.

AL C®a. ™ 2GAA AP

A®ba AL®PN N HGC ALPP]® CA%a $1
Fc<d® CAbo AcYDPILR ASdySed< Ao,
A O A®CPbATaSE ASNE ALLPYLJC?
sgyal® ™ 2GAA.

SGAA ONANJO): SdY*al®, AbYRPCS, A,
CRo 0a 2T ASarot ID®IE\
NS aC NNGRC I
>_5nda M <NPyD>a b oo <o
AU sl LYat ANCNa<*PLLC
ASo?DIo CALASDG*LoC ASdL S
ASKTCALC® bNCe I NPSY
<D%DPTa SLMLE, CSbbedd Sb>MLo<SLC
Lo FoCnlzPD® Y% oo
DALCDRo®<E, PY<do LeCC>N<In<sbseDC
LELBCPHEIANE 5 JBP AN L% 5N,

A PlocBPCHILA<C §1 [c<* DM Co©
40D TNC><<E > on<aSo®h>abSLC

41




corporation might be assuming more risk
than would be appropriate given that they
are related companies. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Fraser. That
kind of reminds me of the old situation that
happened in the NWT. If | remember, there
was a series done over there; the Empire
Builder, I know that a bunch of
development corporations set up, basically,
just to do that, to siphon money. Hopefully,
they look into this and it’s not the same
situation.

I will now ask, if you weren’t aware in
your findings there, I’ll ask, | don’t know
which official from the government side, is
when an applicant applies for a loan,
maybe you could just walk us through the
process. Do they just want those 60,000
emails that they sent over and say, “I want
some money,” and, “Do we give it to you?”
What process does the corporation go
through once they receive a request from
someone? How do | go about applying for
a loan? What information is provided by
the applicant?

I don’t know who would want to respond
to that. Ms. Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends) |
think I’ll respond to the initial part and I’ll
ask Mr. McDowell to provide more of the
detailed process itself.

As indicated in the action plan that was
submitted, the operation and procedures
manual has been re-instated, and it’s quite
clear in those procedures that were
inherited from the NWT and those have
been re-instated.

The other thing that’s been identified by
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the current acting CEO is a bit of a process
mapping, or a process list, in terms of
exactly what is needed. So that’s what it is
now, and I’ll ask Allan to kind of go
through the process for an applicant. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Allan McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
At the very beginning when the application
is received, and we do have a standard
application form, Mr. Chairman, which
does include at the end a statement by the
applicant that the information that he
provides is true and accurate to the best of
his knowledge or her knowledge.

Just to go through the steps of the loan
procedure, at first, the investment manager
receives the request of financial assistance
and he sends out the application package,
the investment manager receives the
application and other documents from the
client, and if there’s information missing,
there’s a certain checklist that is required
and all of the information must be
provided. So there’s some communication
between client and the investment manager
at that time.

After that, the investment manager
completes the due diligence report and the
information is entered into the software
program. The investment manager, along
with the comptroller and the CEO, then
review the due diligence report. Mr.
Chairman, this is the procedure that has
been put in place currently.

So there’s an analysis done on the due
diligence report and challenges are made.
The investment manager then presents that
information at a board meeting to the board
members. The board either approves or
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rejects the loan. If the loan is approved and
if it’s for more than $500,000, then, of
course, it’s recommended to the minister.

Normally, the NBCC staff will send it to
the Deputy Minister of ED&T, who would
review it in conjunction with senior staff of
the department. The deputy minister would
then forward documentation to the minister
for final approval.

After that, the board’s secretary notifies the
loans officer and it’s entered into the
information system, the loan agreement is
prepared, signed off by the client who
verifies rather, and then signs off as to the
terms and conditions, and securities placed.

When the document is returned to us
signed, we make sure that everything is
adequate and accurate. The senior
compliance officer or the loans officer then
prepares the security checklist, which is
within the procedures manual that’s been
re-instituted, then prepare the
administration and the legal files checklist
so that all documents that are required are
here.

Once the loans officer has reviewed the
checklist for security and all security has
been registered, then that information is
then passed over to the loans officer and
the comptroller, rather once all documents
have been received and the files are
complete, the checklist is satisfied.

The CEO then instructs the comptroller to
produce a cheque for the dispersement of
funds which are not given to the client but
advanced to the lawyer in trust, and then
after the lawyer has given us information, if
there were invoices that are being paid by
the client, then once we receive those, then
we advise the lawyer to disperse the funds
finally to the client.
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That’s the procedure from application to
advancement of funds. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. McDowell. 1
think everybody is relieved that that’s been
re-instated and being followed, and, 1 hope,
eliminates a lot of problems that happened
over the last couple of years.

I just want to go back, you said you had a
general application in which the applicant
signs saying that the contents of the
application is true and factual information.
In the case that we were just talking about
earlier, the two so-called unrelated
companies that received $1 million each,
was that application filled out and signed
off by the applicants in both of those cases?
Mr. McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
We do have an application from them and

the information was provided and signed
off.

The question as to related parties did come
up by the staff at the time and they asked
the client for verification. And, included on
the file is a note from their lawyer stating
how, in his opinion, he felt that they were
not related. Again, there was no challenge
made by the staff and that was accepted.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell. |
guess it’s found that false information had
been provided in the application. What can
or what does the corporation have the
ability to do in cases where they found that
they have been provided with false
information even if it is from a lawyer? Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
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Again, it goes back to the ability to
challenge the information and to provide an
accurate due diligence report. Within that
report, it’s my belief that whenever
anybody applies for money, they’re going
to overstate certain things or understate
other things.

It’s up to the staff of the corporation to
decide what has been and what hasn’t been,
relying on third party generated reports,
independent process, and in determining
their own analysis from the ratios, and then
providing that in the report which is easily
understood by the reader. So again, it goes
back to proper due diligence. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Just maybe a question to Mr. O’Donnell, |
don’t know if this is the whole thing that
we’ve just been talking about of incorrect
or false information being provided on an
application that’s been signed off and
provided to the corporation. If that is new
information to him, and if so, would he
plan on passing that information on to the
RCMP to include it to look at in their
investigation? Mr. O’Donnell.

Mr. O’Donnell: Thank you, Mr.
Chairman. Yes, this is new information to
me and | will discuss this with the corporal
as part of providing them with information
relevant to them determining whether
further investigation is necessary, and | will
leave that with them. If they request further
information or re-documentation with
regards to this matter, |1 will provide that to
them. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. O’Donnell. In
my next question for Mr. McDowell, in
that particular case where you indicated
that there was a note on file from the
lawyer, was that lawyer acting for those
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companies? Was there any relationship
between that lawyer working for those
companies and the lawyer working for, was
it the same lawyer that the NBCC uses, or
was it a different lawyer? Mr. McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
Perhaps, | should provide a little more
context. It was embedded in an email
between a client and the manager, but to
answer your question directly, the lawyer
was the client’s lawyer and not NBCC’s
lawyer. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell. So
that lawyer didn’t do any work for NBCC?
Is that correct? Mr. McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
I’m not aware of whom exactly, when |
look at the document, | can’t tell from it
who the lawyer is for that client. | can’t
make that determination. It is not a lawyer
that was asked to work on behalf of
Nunavut Business Credit Corporation, Mr.
Chairman. Thank you.

Chairman: Thank you, Mr. McDowell. If
it was embedded, how do we even know
that it came from a lawyer then? Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman. |
feel sort of obliged to tell you about some
of the information we have in our audit
files where, in fact, there’s a memo where
it was clear that NBCC’s lawyer knew that
one corporation was owned by the other
one, which 1 think, in the common and
legal definition, would indicate that they
are related.

But then tried to, I think, justify the fact
that there were two loans on the fact, was
trying to find a justification on the basis
that they were in, perhaps, different kinds
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of businesses, that the businesses that these
two corporations were conducting were not
the same, which led us, | think, to sort of
say that the corporation needed to clarify
what the Act meant by “related” because
the common understanding of that would
be common shareholding and that you
wouldn’t want to create a lot of risk or a
large portfolio of loans to a common
shareholder rather than different kinds of
businesses.

We can see here where he was trying to get
that information and that seemed to be on
the basis of which they had thought it was
alright to go ahead because they were in
different business, but it was clear that
NBCC’s lawyer had the corporate structure
and knew that one corporation was owned
by the other one. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Fraser. Maybe
through your review, were you able to
determine who the other lawyer was that
was providing the evidence Mr. McDowell
said that they weren’t related? Ms. Fraser.

Ms. Fraser: Thank you, Mr. Chairman. |
think all that we seem to have is, again, an
email message indicating that they relied
on comments from this individual but |
believe the individual was an official of the
corporation applying for a loan. We did not
see evidence that there was another lawyer
involved in that but it was comments from
this corporation indicating that they were in
different businesses again.

So it’s a whole question around what does
“related” mean and there appears to have
been a definition of “related,” meaning
they were in different business, when |
think the common understanding would be,
it would be the corporate structure, the
shareholdings, not the kind of business that
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you would be in. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Fraser. | think
almost everybody would agree with that
definition and why it’s there. | just want to
clarify, so it was the note on the file, it was
the lawyer for the corporation that pointed
that out. Was that the note on the file and
not a note from... Ms. Fraser, sorry.

Ms. Fraser: Thank you, Mr. Chairman.
There is a note on file from the
corporation’s lawyer indicating that there
was an issue around this limitation of loans
and asking if they were in different
businesses, and that that was, it seemed to
be when the response came back from this
person, indicating that they operated
separate entities and are in different
businesses, but again, it doesn’t really
address the question of how do you define
related?

And, the easy thing at the end of the day
would be to err on the side of caution and
said, “Well, maybe they are related,” and
then gotten ministerial approval, which
would have been possible. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Fraser. It feels
kind of unfair to ask Mr. McDowell. |
assume this happened prior to your
appearance with the corporation, or to your
starting with the corporation.

Given the way things are pointed out, if
that situation came to you in an applicant,
how would, under the new and improved
way of doing business, that have been
handled? Mr. McDowell.

Mr. McDowell: Thank you, Mr. Chairman.

One of the best tools that we can use for
providing due diligence or doing an
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analysis is audited financial statements. If
you were to look in that file, you pull out
the financial statements, and it clearly
shows right in there in the notes to
financials, 100 percent wholly owned. So
that would be one of the first steps taken
and there are many others. That would have
been picked up. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell. In
light of that information coming out now, |
would assume that this may have been new
to Mr. McDowell, but this is something
that the corporation has been aware of
probably since the observation was made
by the audit team. Have any steps been
taken, in that particular case, to try and see
what your options are from the
corporation’s point of view? Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
The options will have to be checked. We
have loan agreements duly signed by the
parties which won’t mature for several
years. So the options would be to see what
can be done and, of course, follow the right
path.

This kind of thing, based on the due
diligence that we have in place now, can’t
be repeated. However, determining what to
do with those that are in place, I’ll have to
get a pretty good legal opinion to follow
that, Mr. Chairman. Thank you.

Chairman: Thank you, Mr. McDowell.
What loan agreements that were signed off
under false pretenses may be considered
null and void? Mr. McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
If that was the case, however, I’m not a
lawyer, and | can’t make that
determination, that would have to be
reviewed by legal. Thank you, Mr.
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Chairman.

Chairman: Thank you, Mr. McDowell.
Can you indicate if that, I’m surprised it
hasn’t happened yet, maybe just why hasn’t
that been looked at since it’s been brought
to the attention of the corporation? Mr.
McDowell.

Mr. McDowell: Again, | can’t answer as to
why it hasn’t been done up until now being
new to the acting CEO role. It’s determined
that, obviously, they’re related and it goes
against the Act. So therefore, moving
forward, it will be investigated. Our
options will be searched and we will follow
the right path. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell. In
relation to this particular file, maybe I will
ask either Mr. Ma or Ms. Keenainak, when
has the management been made aware of
the circumstances in this particular case?
Have there been any directives issued,
either from yourselves or from either
respective minister, in taking a look at
these, or just to leave them alone? Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. Since the Auditor General’s
Report and over the last year, the emphasis
has been on making financial statements up
to par. | think Mr. McDowell has done
quite a bit on that. The other thing, the
concentration has been trying to make sure
the loan files have required information,
trying to make sure that there’s monitoring
of the loans and stuff like that. So that’s
been the priority.

The next step is going to be, once we act
after this, to develop the action plan. Those
are going to be some of the options we’re
going to have to look at, is cases like this.
In terms of directives, there hasn’t been a
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directive other than that. The operational
procedures guidelines have been re-
instituted, there are key processes now in
terms of challenging information that the
applicant does provide.

The other thing that did happen was that
the Minister of Finance also issued a
directive about the loan portfolio, that the
corporation will be providing monthly
information about the finances for the loan
portfolios to make sure it’s being tracked.

So those are the kinds of things that have
occurred but the other issue, in terms of
related parties, is something that we will
have to look at. At this point, the
concentration has been trying to clean
things up in the corporation, trying to make
sure that the loan files are updated, making
sure that there’s better monitoring of that
but that will be the next step. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson, question?

Mr. Peterson: Thank you, Mr. Chairman.
My question is for Ms. Fraser. Yesterday,
Ms. Fraser you mentioned in your opening
comments that you observed “a serious
breakdown at the corporation of basic
financial controls” and we received some
information yesterday about the staff at the
Nunavut Business Credit Corporation.
They had a comptroller there from August
27,2001 to March 17, 2005.

My question for you: can you tell us,
during that period of time, were you
satisfied that there was at least some basic
financial controls in place at the Business
Credit Corporation? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
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Fraser.

Ms. Fraser: Thank you, Mr. Chairman. |
would say that the general answer would be
yes, there were basic financial controls in
place. We were able to issue opinions on
the financial statements, so we did have
qualifications. We had a number of
management letters where we were
pointing to improvements that had to be
made.

Not everything was perfect but it was
certainly not the situation that we saw
when we tried to audit the 2006 financial
statements. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Fraser for that answer. Could
you give us a quick overview of what the
role of the comptroller would be in the
Nunavut Business Credit Corporation with
respect to having basic financial controls?
That’s for the day-to-day operations and
then there are the lending practices, like
dispersement of loans, staying on top of
lending documents and protocols. Could
you give us a quick overview on that area?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
Obviously, the specific responsibilities
could vary in various organizations but
generally, a comptroller would have
responsibility for ensuring that the books of
account are up to date and accurate, that
financial statements are produced, things
like bank reconciliations are done, that the
corporation knows what suppliers it owes
and for how much money, too.
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The comptroller would generally also be
responsible to ensure that there was some
what we call “a division of duties.” Now,
in small organizations, that is more difficult
but that people are not doing incompatible
functions. There would be, obviously, a
very close relationship with the loans
manager to ensure that, and | guess, it
would depend then on how responsibilities
were assigned to the loan manager and the
extent to which the corporate comptroller
would be involved in the actual monitoring
and follow-up on loans, but you would
expect them, the comptroller at least be
aware of all that if they were actually
responsible for it; banking information,
investments, those sorts of things; and
certainly, to be providing as well oversight
on the basic things like files, record
keeping, and documentation.

I could probably go on and on but I think
those would be certainly some of the things
we would expect to see at which there was
a breakdown in the 2006 audit. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Fraser. In the Nunavut Business
Credit Corporation, you mentioned that it’s
a very small organization of four or five
staff. How many staff were actually
involved in the financial operations of the
Credit Corporation? There’s a comptroller,
but did the comptroller have any staff
reporting to him? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman. |

Pablcnabdis Cta Acn<PbSyS oo
AT PN D>AL O PYdo <ALy LN
SHD>ANSHECHMLLC AcnSbNNCN<IG O N
<D®ILPNCNS CLEI bLPLPNC AS 5,
4D®DeNENA>YIC bLNYD>SHECSLSLALC
I>ARNDEE D> LYSeC L a >N Adn o Ne
CLbdd. Pabbcnd Sb>rLoo CLbdo™L
bLLLC CLIOM™L. PalYedi\t® DNLSSAC
CALAS Do QYoo L
aDCYPIAN> HNE, DedeC>YLIo® NNSeha®,
NNGHC>R<ILHL*LC.

ADCHN g DbDYSbP . G eI,
CLbdo™L C3R anDbbLeDyc

Cdo <DLy N=5C 06-T
CLLSe/LESoY >N 5C PayDPNAT M.
sdyeal™®, Ab/RDCeb,

Ab/RPCSe (OLANJO): Sdval™®, [ DGAL
MC ACKe.

ACK® ONNNUO): Sdval™, AbYRPCSe [
OGP, 0a 2 allosheN D®IALIC
P50 G®bDLNC NNLo® Coc Lo 5%gC
ASba AL®IHa. Sbe/S ASba ALeNC
AcDc DL PaPrenony N ot Cedd
4D®DHd d<I>GDN of, She/gb

ASba AYeNSbe DL Pabbens
D>obbn<bsbeCsere Co sl Pa bl C,
sgbeal®, Ab/PCSe,

Ab/RPCSe (OLANJO): Sdvyal™®, C ACKe.
™ SGAF.

SGAA OLNNNUO): sdyal®, AYRPDCS, CRa

54




would imagine that given the size of the
organization that probably everybody
would be involved to some extent in
financial management and the comptroller
would have had people reporting to him.
I’m not sure, so we would have to clarify.
I’m being told, perhaps, he had no people
reporting directly but | would think
everybody would have had some function
in financial management given the size of
the organization. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Fraser for that information. |
believe within the government departments
there’s, as mentioned earlier, like a division
of duties between expenditure and payment
type of duties, and there are six signing
authorities that everybody has to sign up to
a certain level.

When you did the audit of the Nunavut
Business Credit Corporation, did you find
anything on file that confirmed what
authorities each staff member had to make
recommendations and payments on? Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman. I’ll
ask Ms. Charron to respond to that
question, please. Thank you.

Chairman: Thank you, Ms. Fraser. Go
ahead, Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
There were two signatures that were
needed on each cheque. At various times
during the audit, because of the staff

ALSb NI FP<LLE, ALLSh Ada N
ACLSbCPLL®D® Pabbcnost®. Ac®,
PaDYAC ADc CPoMo®. CA*a >
PaDLenitLnllc DobbbeCsoNy,

ASba ALN*NC ALLSh Sb>NLEN*NCD™L
JANLIYDSOBA b eR>LC,

QO AGANbGLPCDC Codd P<loc
AFLUYc D>, A Ne
ACnSBCPLY®N= 5N PaDblcnosIc Cbdd
NI FPdoL Lccod. SdY*al®, AbYRPBCS,

Ab/PCSe (OLMNJO): sdy*al™, ™ SGAL
MC ACN®.

ACKe OLNNNUO): Sdbal®, Ab/RP>CSe,

sdy*alCCD> M 2GAA DNLNIe SBACNULAC,

D<ARAbL LRLPC Acnd*LC As<o
D>beb>ULLAC P A5 Acn<bhAC
QJD®CDAYLLC A5 APcSeAn <,
ANcP>ATQ ™I > Pa PLby of.

NP=5NC SbeYCe ¢ INcP>P a CNC
ACSBLLC. @ oa AL q <P

ASba AL®N A eNCP>osL Use
ADcsdycPDSoo ac<b APceC>SHLUST?
sdyeal™®, Ab/RPCeb,

Ab/RPCSe (ONANJO): sdval™®, C ACKe.

™ 2GQA-.

2GAA (ONANJO): Sdbeal™, Ab/RDCS, ™
NGe PD>SJod<S,

Ab/RPCSe (ONMNJO): sd>al™. N G2,

AGe ONNNJO): sdyeal™®, Ab/RPCe, |50
ANCD>SbECseDC Coda™l PoPSTe ICD>YSe
CLLSe¢<Se/ >N _5C

55




turnover, these signatories had changed,
but overall, the CEO had power of
signature, the loans manager as well. When
the comptroller joined a certain length of
time and expired before he got the signing
authority, but he did get the signing
authority and the chair of the board also
had signing authority on cheques. There
was always a need for two signatures on
every payment. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Charron for that answer.
Obviously, in the Nunavut Business Credit
Corporation, the chairperson, CEO, and
loans manager have the same goals, is to
make loans payments to their clients so the
comptroller would be sort of like “the buck
stops here” type of guy. He has to
scrutinize, review, and make sure all of the
paperwork is done properly before it’s sent
off for processing before they issue the
cheque.

When you said there always needs to be
two signatures on the cheques, were they
any two, or is it one always had to be the
comptroller; you have the chairperson and
the comptroller, the CEO and the
comptroller, or the loans manager and
comptroller? Can you give us some
information in that area? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Charron.

Ms. Charron: Thank you, Mr. Chairman.
To the best of my knowledge, there wasn’t
any specific individuals that needed to have
his signature on the cheque, but because the
corporation was without a comptroller for a
certain period, obviously, the comptroller
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did not always have its signature on the
cheque and it took a while before he
actually got the signing authority when the
new comptroller joined.

They would be more in a position to
provide you the exact dates when everyone
got the signing authority. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Charron. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman.
Thank you, Ms. Charron. Do you think that
is something that should be a priority that
the comptroller should have his signature
on every cheque before it goes out to the
supplier or to a borrower? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Mr. Chairman, in many
organizations, we don’t see that kind of
requirement. You would expect whoever is
the first signature on the cheque would
have to ensure that all of the proper
documentation would be there, and that
should be the responsibility of all
signatories of cheques.

The most important, of course, the most
significant amounts would be
disbursements for loans. Those would,
obviously, have to have gone through
approval by the board and all the rest of it
to be sent out. Given the size of the
corporation and the turnover that it’s
experienced, | think we would be hesitant
to recommend that there would be a
specific position that would have to be on a
cheque because it could seriously affect the
operating capabilities of the organization
going forward. Thank you, Mr. Chairman.

NP DY bC PN ® PoPTe QL
ddobecP ot ANc>Pa e NC>*NCALyc DL
’*Pso.

PrP<doc CAbd

QO A NP g ®\D>o eI DO o
o LD>N<OJ ANcPRease?/NCH>osSL L
JoPa®, Sdyal®, AbYRDC,

Ab/RPCSe (OLANJC): Sdval™®, M AGe, ™
ACKe,

ACNe OLANYC): Sdysal™®, AbY/RPCSe,
sgh*al“o M A6 ALLSh

D DL DIy ShGAPADY Pa bl Coa
N>R S Ho D% IC

DobDc DYoo, oPAPAI H G C

o DASPADYI= 5T C, sdy al™®, Ab/RPCSe,

Ab/RPCSe (OLANJO): sdyal™. C ACKe.
™ SGAF.

SGAA (ONNNUC): Ab/RPCSe, N> .o
> o%Dgb CdbeC*Ma cC

CAL*a AcyndbDo® PY<do CA%a
ANt 2L Cbdd
NNGECP>ILEN<N<5bHeCSd=HNe Cod<o
bLP o Db INcP>ALE ZoPab.

A *NC Cbdd A vPoe<se ALLA DS 5o,
4D®DIC JPeC>an LN Cbd<
QsodheCP>SHC b P®IL O bNLN oF.
Ca d<I>SANDY® P AbCeNoNe
ADcSdycP>PINe AStba AbPNob ALa
JopeYL 5Ne INcP>P*a D5 Clbdo™L
JoPge NS, Sdbeal™, AbYRDCE®,

57




Chairman: Thank you, Ms. Fraser. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Fraser. Can you tell us and does
she think it’s not probably practical for the
Nunavut Business Credit Corporation to
have the comptroller’s signature on
particularly when there is a high turnover,
but when the payments are being
processed, what is the minimum
information that should go with the
documentation that should go forward to
the finance people to ensure that the
payment should be made so that the
manager, whoever signining the cheques,
can be reassured and confident that they’re
signing a cheque and it’s not you saying, as
you were saying in your opening comments
yesterday, that they’re not contravening the
laws and regulations that the Nunavut
Business Credit Corporation is subject to?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
Obviously, as | mentioned earlier, the most
significant disbursements would be for
loans. So you would want to be assured
that the proper due diligence had been
made, that the loan amounts had received
proper approval, and the people were aware
of and had verified the various conditions
within either the NBCC Act or the
Financial Administration Act.

If it was other disbursements, say for goods
or services, the person signing would want
to have assurance that the goods or services
had been received, that they were
conformed to what have been asked for,
and that the services, the charges were
correct. So there needs to be a minimum of
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that kind of information before anyone
should be signing any cheque and that
would apply to any business. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Fraser for that information.
When you stated in your opening
comments that transactions that contravene
the laws and regulations, and that the
regulations where the laws were the
Financial Administration Act and the
Nunavut Business Credit Corporation Act;
in essence, are you saying that they broke
the laws? Is that what you’re saying? Is
“contravening” another buzz word for “you
broke the law?”” Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
We have tried to make a valiant effort in
the office to use plain language. I think Mr.
Peterson is probably using even plainer
language than we do.

Yes, that would be they did not respect the
law, they broke the law. There are a
number of areas where they did not respect
the law. For example, on interest rates,
interest rates were charged that was
contrary to what was stated in the NBCC
Act. In some case, too high interest rate was
charged.

We’ve talked about the related parties. In
some cases, they should have gotten
additional authorizations to do certain
transactions, or to have certain conditions,
the additional authorization wasn’t
obtained. So yes, there were a number of
cases that are listed in the report. Thank
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you, Mr. Chairman.

Chairman (Mr. Barnabas) (interpretation):
Thank you, Ms. Fraser. Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Fraser for clarifying that. I’m not
familiar with how that works at the federal
level. If individuals at the federal level, do
you audit Crown corporations or federal
departments, or even in the territories,
when you’re auditing, if it becomes clear
that laws are being broken, what are the
implications, first of all, and what are the
remedies for dealing with the people that
broke those laws? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
There are no, federally at least, there are no
specific penalties outlined in the Act. |
think there’s been a number of policy, or
guidance documents, which have been re-
issued in recent years. There can be
sanctions imposed and sanctions can range
from simply having a letter of reprimand,
or a requirement to do additional training,
to more serious consequences.

I wouldn’t know in this case, I’m not sure
if there’s anyone left who was there at the
time, so the question is probably kind of
moot. The important thing I think is to
make sure that going forward is that the
staff are well aware of what are the
requirements under the Acts and that there
be a process in place to ensure that there is
a monitoring of that, perhaps, checklists or
listings that the people are reminded of
what these conditions are. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
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Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Fraser for that information. |
think it’s important information I think
people should pay attention to, and I’m not
sure what the motivations were for
breaking the laws, as you mentioned
earlier, you’re not sure either, that the
people that would like to ask those
questions of are not here either.

So I would like to think that it was
hopefully done unintentionally because |
know that the government and the Crown
agencies have a lot of laws, Acts, and
legislation that we have to follow. It’s very
difficult to stay on top of all that stuff, and
I’m sure in a smaller organization with a
high turnover, is probably fairly difficult.

Still, I harken back to the comments
yesterday that we had up until about March
2005, when things were reasonably well,
and it all collapsed after that when the
comptroller left but we were provided with
the employees start and end dates for the
NBCC yesterday.

The comptroller at the time, he was there
for about four years, almost four years, or
maybe a bit longer, but the CEO started in
July of 2004 and he didn’t leave until
December of 2006. The investment
manager started September 13, 2004 and
2006. So there are three key people that
have been there up until March, then one
left, and then we had the total collapse.

So I’'m wondering, | still can’t wrap my
mind about how, by taking the comptroller
out, you would have a total collapse of the
financial operating systems and the lending
systems, if you at least had your investment
manager and the chief executive officer,
who should have known that they had the
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day-to-day interaction with the comptroller,
who was there from day one, almost.

So can you, perhaps, give me some
indication, did the CEO and the investment
manager, after the comptroller left, did they
just sort of decide they were going to start
running things their way and that now, we
don’t have a financial comptroller around
to keep us in line, we can do what we
please here and ignore the Financial
Administration Act and the Nunavut
Business Credit Corporation Act? | hope
they didn’t think like that but that’s the
way the timelines seem to be suggesting
that’s what was going on there. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Fraser.

Ms. Fraser: Thank you, Mr. Chairman.
I’m not sure that we’re able to give a very
good explanation to it all. I mean,
obviously, we see that the comptroller
leaving had a pretty significant impact. He
wasn’t replaced for almost a year, which
meant that those functions were, | think in
part, filled by an outside contractor, an
accounting firm was brought in to help do
some of the bookkeeping, but the day-to-
day presence obviously wasn’t there.

Again, | was being told that the the CEO at
the time didn’t initially want to get a new
comptroller, so I’m not sure how he
thought that those functions, which are
very important, would be fulfilled. I think
those would be better questions to ask of
them as to what exactly was happening
during that period of time.

Chairman: Thank you, Ms. Fraser. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
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thank Ms. Fraser for that. Perhaps, 1 will
ask the government witness in order to
hear, in their timelines, that Mr. McDowell,
he didn’t start until April 2006, the former
comptroller left on March 17, 2005, so
there are 13 months between the time that
position was staffed.

Perhaps, Ms. Keenainak can clarify for us
why it took so long, and then, secondly,
who was providing comptroller oversight
for the NBCC during that period of time?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
Again, not being involved in the day-to-day
operations, I’m relying on some history
here. At that point, the investment manager
was doing some of the comptroller duties,
and in terms of the financial, as Ms. Fraser
has indicated, we did have an outside
consultant help with the year end books on
that one.

In terms of the staffing, | would have to
find out exactly what happened in terms of
the staffing process, I’m not sure if it was
advertised a number of times and if they
had no success or not, but we can get that
information for either later on today or
tomorrow. Thank you, Mr. Chairman.

Chairman (interpretation): Thank you,
Ms. Keenainak. Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak. Can the investment
manager, that person will have a specific
role and function within NBCC and the
comptroller would have another role, and
I’m sure they may have similar
qualifications but | couldn’t be certain of
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that, in my mind, the comptroller looks
after the financial side of things but the
investment manager, that person would be
looking after loans.

So can you explain to me how the
investment manager would be qualified to
look after the financial, or the comptroller
duties in NBCC, and at the same time look
after his own portfolio of loans? Thank
you, Mr. Chairman.

Chairman (Mr. Tootoo): Thank you, Mr.
Peterson. Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I’ve just been advised that the
investment manager was a designated
accountant and in a small organization like
NBCC, when there is a vacancy, you
normally do take on added duties, and with
his designation, the belief was that he was
able to do part of that, | mean it would add
onto his duties, however, because of the
vacancy, that’s how it was done. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak. Ms. Fraser just
indicated earlier in her answer to me that
the CEO was a little bit hesitant in hiring a
new comptroller. When the vacancies were
created, would you happen to know why he
was hesitant to hire a new comptroller?
Thirteen months without a comptroller
seems like an unreasonably long time for
an important organization like NBCC.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Go
ahead, Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
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Chairman. No, I can’t respond in terms of
his thinking as to the reason why he felt
that he didn’t need a comptroller. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Ms. Keenainak.
When we were talking about the high
turnover, we don’t know why staff are
turning over. I’m wondering if you could
give us an indication of how many of the
former NBCC employees were fired from
their positions. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. As far as | know, there was one
person. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak. Could you tell us
who that one person is? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Or
was? Go ahead, Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. You are kind of putting me on
the spot. However, the person that was let
go was the previous CEO. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak for that answer. It’s
interesting because it all seems to be
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pointing towards the former CEO as being
made to start to look like the scapegoat for
everything that has transpired during that
period of time. So I’m sure tomorrow,
we’ll have some questions for the deputy
minister or the minister when he appears.

Can you give us an indication; |1 know in
the Government of Nunavut they have
bonus payments and severance payments
for senior staff; do you know if any bonus
payments or severance payments were
made to NBCC staff during their time at
the NBCC? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. At this point I don’t but we can
look into that for either this afternoon or
for tomorrow. Thank you.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak. We would be
interested in getting that information.

For over the last day in presentations and
questions was that seemed to be a direct
link between the CEO and the deputy
minister of the department in terms of the
reporting relationship. It seems like the
CEO wasn’t reporting to the chairperson;
he reported to the deputy minister. | realize
you’re new to the DM position, but how
would the deputy minister position not be
aware of the CEO’s interest in not hiring a
comptroller, or hesitancy in not hiring a
comptroller? Wouldn’t that be something
that the deputy minister would be on top
of?

Obviously, we know that there was a lot of
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high turnover and there were problems. As
pointed out in previous Auditor General’s
Report, the Auditor General would be very
concerned that a comptroller position was
vacant. Why would it not be a big concern
for the deputy minister that the CEO made
it a high priority to hire a comptroller? As
Ms. Fraser says, the comptroller was
hesitant to hire a comptroller, so that
should have raised a red flag somewhere in
the system.

I don’t know if you could shed some light
on it, or if you want to take it back to the
former deputy minister and ask him, but if
you could take a crack at answering that
question | would appreciate it. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Peterson. |
think, for the record, he meant the CEO
hired the comptroller, when the comptroller
hired the comptroller. Go ahead, Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I believe Mr. Peterson has
indicated that it’s probably more
appropriate to ask the previous deputy on
that situation. I will add that the CEO
provided oversight in terms of staff within
the corporation.

And, like myself, I am normally involved
in staffing for people that report directly to
me, and the comptroller did not report
directly to the deputy minister. So that is
the position that | would take. The CEO is
responsible for staffing and for positions
that report to him.

In terms of the other scenario that you
talked about, I think that’s more
appropriate to ask the previous deputy
because | wasn’t privy to that. Thank you,
Mr. Chairman.
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Chairman: Thank you, Ms. Keenainak.
Before | go back to Mr. Peterson, | know in
your opening comments, you had indicated
that you were the assistant deputy minister
there at the time. Were you the assistant
deputy minister at the time when this was
going on there? Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I’m not sure of the timing of the
discussion of the comptroller, so I won’t be
able to answer that yet. Yes, | was the
Assistant Deputy Minister for Sustainable
Development and Economic Development
from April of 2002 until July 31, 2006.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Ms. Fraser, did you want to add
something?

Ms. Fraser: Thank you, Mr. Chairman. |
just wanted to add that we saw a discussion
of this at the board meetings and we think
there might be something related to this in
the letter of expectations. So the team has
just gone to check and if we can find any
additional information around that the
question of the comptroller, we’ll bring it
back to you, perhaps, a little bit later this
afternoon. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Fraser. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman.
In a small organization like this, obviously,
everybody has their distinct functions, but
if you have a high turnover, the role of
recruiting staffing and retention would
probably be a high priority. Who in the
organization was in charge of all of those
functions? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
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Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I’m sorry, can you repeat that?
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman.
The question was; there’s a high turnover
in NBCC, and as a small organization, you
probably don’t have an HR Department
like a lot of small organizations.

So recruitment, staffing, retention, doing
all of the interviewing and reference
checks, all that sort of stuff is important,
but who within the organization would be
designated with all of those HR functions
to make sure that the staffing is up to par?
I’m thinking, who would be looking after
the staffing of the vacant comptroller
position within the organization? Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. The NBCC employees are
public servants and any staffing is done
through the Department of Human
Resources.

In terms of initiating staff actions and
requisitions, that would have been the
responsibility of the CEO for NBCC, who
would then forward it to our department,
and we would forward it on to Human
Resources to go through the job evaluation
process, the advertising, and at the
interview stage, there would be
representation from NBCC as well as
Human Resources on that. Thank you, Mr.
Chairman.

M PaA%a .

PaA%ase ONNNJO): Sdyeal™®, Ab/D>Coe,
LI <@ e, D>SbbbeaPea e A <JASIN?

Ab/RPCSe (OLANJO): Sdvy*al™, M Pa A%,
MC ACKe.

ACKe ONNNUO): Sdbal™, Ab/DC®,
A, CAL MAAS A%ba AbSe® CAJ*L
AP®CHC PSLC doReoN= TP
NI>Nre A%ba ALeDnMCSb PN HNe
FPIN“d NF>se,

CAL ASba AY°NCS 5ot Pa
AN®ADCC PP A®ba AP Ng®
Acn<PNIC Pa. CAbo Ab<lo NS
Ncy>P/Lc P%< ClLbdo™*L

ASba AY*Dcnos IS, A%ba AYNCSA 5o
A0B*ND 0¢ Aba Ab o CAbo, Pa

A®ba AFPNCGALDHC PP JATA® Sar
AOB*IMe A%ba AL €, Sdy*a ™.
NS

Ab/RPCSe (ONANJO): sdvy2al™®, C ACKe.
™ Pa A%q S,

PaA%as® (ONANJO): Sdbal™®, Ab/RDCSe,
NBCC-d¢ Astba ALSN*NC PodcL ot
ASba ALPNPLLC, PaDA%Q e

ASba AL®NCSAdSose CLSATL Ddao
LRLSIC ASba AbDnAed Mo
bLNY>SbeCseDe,

APL®NCNN>RE SN De/G>NG®
ASba AY®NCPLO SIS CA%a <*N¥%hyJdse
NBCC-d®o <cc\*L*c <L LRLbd* of
Aba AL Aed> of Dobb<< oo,
Sp>ANSECDT 5 ASba AL*CC

ASba AL JASeASCHC 5N 5

ASba AN IS A A<seDC, NBCC-d¢ <L
LRLbd% ASba AbDcnabde CLbdo L
bLSbCCc_P>®IC, sdyeal™, Ab/PCse,

69




Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak. Can you tell me, or
can you provide me with some information
that would show that there is a high priority
placed on recruiting a comptroller once it
became apparent that the former
comptroller was going to leave his job? |
don’t know why he left. Maybe he quit, or
he found another job, or transferred within
the government.

I just don’t think it takes 13 months to
recruit a position, but perhaps, it does
nowadays. So maybe you can help me out
and help me understand what the
government did, the HR Department did,
working in concert with NBCC, to make
that a priority to staff that position? Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. What | can ask the staff to do is
do a bit of a chronology in terms of when
the previous comptroller resigned and then
we can take a look at when the
documentation had been initiated and so
forth. I will commit to doing that probably
before tomorrow morning. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Keenainak. |
would like to ask Ms. Fraser my last
question this morning. | know your report
clearly states that the audit didn’t examine
the effectiveness of the corporation’s
lending program.

This type of audit, I believe, would help
reveal whether the corporation’s activities
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had been successful in achieving its
mandate. So I’m just wondering if you
would consider undertaking a performance
audit like that in the future as a follow-up
to this report. Ms. Fraser.

Ms. Fraser: Thank you, Mr. Chairman. It’s
important to understand that we do not do
effectiveness studies ourselves, and in fact,
the Auditor General’s Act is quite clear is
that we are to look to see if the departments
and agencies have in place the proper tools
and instruments to measure their
effectiveness. So, hopefully, at some point
in time, NBCC itself will be able to assess
the effectiveness of its loans programs and
how well it’s doing.

I would just caution that | think the first
priority has to be to kind of get the books
in order and get that under control, and
then at some point in the future, look to
effectiveness and that they themselves
should be reporting to the legislature on the
effectiveness of the program, if there are
modifications that are needed or not, but |
would suspect that will take some time
before that can be done. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Fraser. I’ve
been trying to get the government to do
that in a lot of areas for a number of years
and we seem reluctant to do so.

I’Il just recognize the clock and I know,
Ms. Fraser, you’re leaving this afternoon
but your officials will remain here. |1 would
just like to give you the opportunity before
we break for lunch if you have any closing
comments that you would like to make to
your appearance here, and again, thank
you, very much, for coming. Ms. Fraser.

Ms. Fraser: Thank you, Mr. Chairman and
your committee members, for the interest
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that you have shown in the report. As we
said, we think these are important issues
that | am pleased that government and the
corporation are taking this so seriously, and
I’m very hopeful that we will be able to
issue an opinion on the financial statements
as of March 2008.

And, | will say it is always a pleasure to
come to Nunavut and | look forward to
future visits. Thank you.

Chairman: Thank you, Ms. Fraser. And
maybe with that, 1’ll recognize the clock
and break for lunch. We resume here again
at 1:30. Thank you.

>>Committee recessed at 11:59 and
resumed at 13:44

Chairman: Welcome back and before we
go back to Mr. Peterson, Ms. Keenainak
you had some clarifications that you
wanted to make. Go ahead.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
Mr. Peterson this morning asked a question
about if somebody was dismissed and |
need to make a clarification on that. To
date, no one has been dismissed. The
previous CEO, I can say, was disciplined
and then he resigned. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Keenainak, for
that clarification. Mr. Peterson, do you
have further questions?

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak for that clarification.
I thought about that in your comments this
morning. So my first question after lunch I
was going to ask you who fired the former
CEO but I know that I can’t ask that
question. So | would like to ask you who

DotbcdNo® SPrP/LLLC <L ALLn<SHLC
CLbd ANCPNC <HLo LRLedS, d<I>GANedS
AaALECHLE ALLAIDMLE <ML
onD>CcC®I*L AFLMCN>oC
LSePNCNL>a ¢ GCC LY 2008-Jce<C,

AL SIALA“CNSHECSL CLD>*L D>PB>SeCseD ¢
NPvHo*LL <L C2%L. Sdb*al™.

Ab/RPCSe (ONMNJO): sdb>al™, M DCAL.
SHD>ANDC CP>DDJ D 5P *a<IGeC.
bero<dn2JC 1:30-UJ®<E CRRGPNA%Q b,
sgyeaf®.

PONLAGEC o0%b*LbA®a D¢ 11:59" <L
AN<eb*o®IN® 13:45I

Ab/RPCSe (OLANJO): DL APy DNSTLEC
<L MC ACKN e D*Poo, ™ PaA*as®
DPYPNCNLLeb>UAS, be/cn.C.

Pa.Aast: Sgyeal™®, AbYRD>CS®, (DLNNJO)
MC ACK® JAASHD*L Ac. ACD>YSbSo<C
DP/NCNSLL*L DO ASCIshSIL N5
JACDSHSIL*ND® ASba AYSA Lo
D>SbP*a S oL %P Ac
ALC>CPPIL 5w CALD SdYal™,
Ab/RC®,

Ab/RPCSe (OLMNJO): Sdb*al™ MC PaAdase,
MC ACKNE, Ac JASNELNSH®AC?

ACKe OLNNUC): Sdveal™, AbYRPCSe,
PaAa e DPPI®NCNLAS Sdyeal™.
AFLPCbDLY Do st DSbPJIC PDecs<lse

D> 5P Ce DM o Na Pa. IAC>c DSL*LC
CA%*a <*P¥%bAo b toT JANILYL P<

72




disciplined him? Was it the board of
directors, or the CEO, or the chairman of
the board, or was it the Deputy Minister of
Economic Development and
Transportation? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends) |
have been advised that it was the chair and
the board of directors. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak. That certainly helps
a little bit. I’ve been hoping that, at some
point, the board of directors and the CEO
were more involved with the CEO by the
mere fact that they took some matters into
their own hands and disciplined him is a
good sign.

There’s been a little bit of confusion about
who’s directing the CEO here the last day;
whether it’s your department, or whether
it’s the Nunavut Business Credit
Corporation, so | appreciate that
clarification.

I wanted to follow-up on the Auditor
General’s office for a moment. We have
been talking about lawyers. On the
lawyer’s office in Ottawa specifically, and
perhaps, the Auditor General’s office could
clarify the identity of the lawyer in Ottawa
and if the lawyer or lawyers of the firm
cooperated fully with your audit. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
Lennox.
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Mr. Lennox: Thank you, Mr. Chairman.
Yes, the lawyers did cooperate with us for,
not just this past audit but in previous
audits, when we needed additional
information. And, to answer your first
question, I think it would be best to pose
that question to management as far as who
their lawyers were. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Lennox. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Lennox. And, can | propose that
question to Ms. Keenainak, or to the acting
chair of Nunavut Business Credit
Corporation? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I think I will ask Allan to
respond to that. Thank you.

Chairman: Thank you, Ms. Keenainak.
Mr. McDowell.

Mr. McDowell (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
The lawyer firm we used is Dubuc Osland.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. McDowell for that answer. I’m
familiar with this firm; they do a lot of
legal work in Nunavut for the private sector
and for a lot of the land claims
organizations, and I’m not sure who else.

I was a little bit surprised when | learned
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that they were your lawyers as well
because of the fact that they do a lot of
work for the private sector. Have you ever
had any problems with them, or conflict
issues with them, being your lawyer and
being lawyers for possibly some of your
loan clients in Nunavut? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
McDowell.

Mr. McDowell (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
The lawyers have told us that they have
many clients within the region and they
have also said that any time if there is a
conflict, they’ll let us know, and he’s also
gone so far as to tell me what procedures
he would take and that he would probably
back out from both sides. It has been told
to us that if there was a conflict, that’s what
would occur. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. McDowell. In that case if you
backed out from both sides, do you think it
would be wise to have another law firm
retained to help you with your legal affairs?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
McDowvell.

Mr. McDowell: Thank you, Mr. Chairman.
It’s always wise to hold counsel with the
most experience. Dubuc Osland has, as
you’ve mentioned, great experience in the
North. We have had other counsel. In
situations like that, we would go back to
one of the other law firms that provide
service in Nunavut. Thank you, Mr.
Chairman.
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Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. McDowell. | want to get a bit of
sense what it’s like to operate if you are the
comptroller. I would say the acting CEO,
but you’re based in Cape Dorset.

Now, | was talking to Ms. Fraser yesterday
about how difficult it must be to operate
from a community like that where you
don’t have support services, such as
lawyers, accounting firms, you don’t have
appraisers, you don’t have any commercial
banks, you don’t have bookkeepers, you
don’t have a whole range of services that
typically you would expect a lending
agency like yourselves to have.

So when you’re in a remote community
like that and you don’t have direct access to
those sorts of support services, what is it
like to operate in terms of covering two
million square kilometres? You have 25
communities and it takes two days to travel
to Cambridge Bay from Igaluit alone, so |
don’t know what it’s like to travel there
from Cape Dorset. How do you cover
Nunavut from Cape Dorset when you don’t
have a lot of staff and you don’t have
business support services to help you
transact business in a fairly quick, efficient,
effective, and hopefully, an errorless
manner? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
McDowvell.

Mr. McDowell: Thank you, Mr. Chairman.
It’s as you’ve mentioned, it is difficult. |
think it’s probably difficult though in any
one community to service all of them.
Specifically in Cape Dorset, it’s a fact that
we don’t have external professionals
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available immediately in the vicinity that
we can call upon and travel, of course, does
add a day.

Most everything is pretty much is the
electronic age is with us and we’re able to
do a lot of things through electronic
communication. Sometimes there’s no need
for a face-to-face meeting.

Cape Dorset has a certain amount of
challenges for the Nunavut Business Credit
Corporation, but speaking for myself, |
certainly enjoy the community. As far as
the business is concerned, it does restrict
movement with short staff; we have to keep
somebody in the office, of course.

So there are all of those challenges that
you’ve mentioned, absolutely. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman.
Thank you, Mr. McDowell. When | was
with the Northwest Territories Business
Credit Corporation, their head office was in
the capital.

I’m aware that the staff were having
regular meetings with commercial banks,
they were in constant contact with two or
three legal firms, there were at least two
accounting firms that they could call on,
there were appraisers; there were all of
these people. These were people that they
could interact with on a daily basis and
they didn’t have to phone them up or send
an email. They could arrange a meeting,
they could come to your office, or you
could go to their office, you could bring the
loan files and spread papers out, and go
through things in detail. And, that’s how
I’m familiar with lending.
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People have to understand stuff and be able
to read it with the person that is asking the
questions. So being up in Cape Dorset, I’'m
not 100 percent sure how you do that, and |
have raised that in the House here
numerous times, how the Nunavut
Business Credit Corporation serves all of
Nunavut with only four or five staff and
then they have to rely on community
economic development officers, many of
whom are not qualified. They may be able
to do some bookkeeping but they are
certainly not accountants, they’re not
lawyers, they’re not lending type people;
they are more generalist.

I’m just trying to get a sense from you how
you do that. You just didn’t really give me
a good overview in terms of the difficulties
and the urgency. It’s almost like a crisis.
You make it sound like we can do it. It’s a
little bit difficult but not overly difficult.

I know from my own experience that it is
difficult and that was back to the days
when we did have lots of excellent
development officers and experienced
employees as my colleague, Mr. Curley,
had mentioned yesterday. There were
people who knew what they were doing,
they could transact business, they could
work with the clients, they could help
develop business plans and write loan
evaluations, they understood security
documentation and getting the proper
signatures on original documents, making
sure original documents get in the mail
because if things aren’t done right, then
they’ll get sent back to be done again and
that causes more delays.

So, maybe if you could give me a bit more
detail on how you do all of that from Cape
Dorset. Thank you, Mr. Chairman.
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Chairman: Thank you, Mr. Peterson. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
There are a number of items there. The
greatest difficulty from Cape Dorset would
be the banking; making sure that we can
get the money to the interest accounts of
the lawyers. Our in-house lawyer has a
deposit here in Igaluit, so the deposit must
be made in Iqgaluit.

It takes some creative answers that
wouldn’t normally be there if we were in a
different location that’s for sure. Being able
to take the files out and meet with a council
or meet with commercial banks, again,
that’s something that’s not difficult,
perhaps, in Yellowknife, but I have
attempted to have some meetings in Igaluit
with the bankers here, and whether in
person or not, that seems very difficult
even here. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. McDowell. | know one of the
reasons why we had problems with the
commercial banks in Yellowknife was that
they would just automatically turn a person
down and they would go to the lender of
last resort.

We were often told that the bankers must
have kept a form letter at the bottom
drawer, just pulled it out, signed it off and
gave it to the applicants that “we can’t
touch you,” so then they would include that
letter with their proposal, and then our
CEO would contact the bank directly to get
more clarification and ask if they did
actually go through their proposal. Did you
actually review it and against your bank
criteria for lending? Typically, we found

Ab/RPCSe (OLANJO): sdvy2al™®, C ACKe.
MC LeC>oe©.

LoCP>2< (ONMNJO): Sdveal™, Ab/PCe®,
D>ob“c OLLC CRa. A*No <% CA%a
AP SgeL Y seDse P Ssge DT
PaDLbdoc o, CLbd< PaDLAC
AcYD>Sd=oNC DPJAA*LOC Pa DYAS
C<<La<HC Cbdd Lo CLa Do
ASb>*a DPJASHECHIC Pa Db,
DSedeC>SHCCS 5N PabydAtIc Asb %o

A, <PAPNTASBEC®IPHAC AALPN Ho o
6P AAL A q5bSHC®Ia CAbG*Mbd<C,
AL%a PaP>YdAsbs®Irre bNLNC
bNLbNbNHHC DR HGC Pa PbLrdid o<,
Coa AYSo™NOLO<® Y ha Al PP<loc
bNLSbNNSHECSA/LLOIGPE ASh_ 5% o ¢
PaPYoddcnnbds, KevlSbeC>NONeHeaC
Lo SheCD>Ne*Moh 55 5N HeGC
ALSTNO LS, Ssdyeal™, AbYRDCS,

AP/RXPCSe (ONNNJC): Sdvyeal®, MC LeC>2<.
MC ACKN®.

ACKe ONNNUC): Sdveal™®, AbYRDCSe, ALLSH
PaDLPdAC CAPI Y Ha Al AStba ALseN*NC
CAbd< D5eDPNCNND>HECLC PY<lo
APSOdAPN bR NG,

PaP>Y*dd\ > AL*a. NJZb>NNY*Q N oNe
DbYGHAC KAKLSINY T €. IPEblac >
JIEDAY=Q >N 5Ne CAP De/S>NE. CAbD
Qv LC Qb QLIS DN®NCNSHECS SNP
aaA®’a A N“DHC DYSPN<dnyDPLYo®.
SPrsPabANJC PaLrdde SPrsPseC>_5Ne
DI PNCH>E>a SL*LE, SbD>rc DY IJC

79




that a lot of banks didn’t take the time to do
that.

That’s just kind of a side bar at what I’m
trying to get at here. The question for Ms.
Keenainak, perhaps, and | touched on it
yesterday, the Government of Nunavut has
undertaken a review of the Nunavut
Business Credit Corporation and the
Nunavut Development Corporation.

And, | mentioned it yesterday, | think the
study was commissioned last fall
September or October of 2006 and was
ongoing over the wintertime, four or five
months over the winter time. Could you
give us an update on the status of that
review? Is it complete? Are you planning
to table it? Perhaps, you could even give us
a copy of that report during the standing
committee meeting. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
Yes, the department did commission a
report in the fall with a particular
consultant with clear terms of reference
that outlined a number of factors in terms
of the operations of both organizations,
what’s working and what’s not working,
and looking at different options. When the
report was provided to the department, it
didn’t deal with all of the key issues or the
terms of reference that was requested. So at
this point, the report was provided to the
department, however, it was deemed to be
incomplete.

So now, the department is undertaking a
review of one major component which was
the issue of amalgamation for NDC and
NBCC. That particular section was not
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completed and that’s where we are at. We
are pursuing that right now and the
Department of Finance, as well as officials
from my department, as well as officials
from NDC and NBCC, are participating
and will be participating in that study, and
once that particular section is completed
and submitted to the department, then those
reports will be tabled. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak for the clarification.
You mentioned amalgamation. Is that the
only option you’re considering, or do you
have two, or three other options that you’re
considering for the Nunavut Business
Credit Corporation? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
Yes, that was one of the major ones,
however, | believe that there have been
other options identified in the last day or
S0, so those will be part of the study. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak. | read recently where
the minister said that moving the
headquarters of Nunavut Business Credit
Corporation out of Cape Dorset was
something he wasn’t prepared to consider
because it’s government policy. Maybe I’'m
paraphrasing what he said but that’s the
message | got.
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If it makes sense to move the Nunavut
Business Credit Corporation out of Cape
Dorset into say Iqgaluit, from a practical
point of view and policy or political
statements aside, is that a recommendation
that you would make if it made sense?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
That will form part of the discussion in the
options laid out for the minister and the
Cabinet. The issue of decentralization is a
policy decision and it has to go before
Cabinet, so options and discussions will be
brought forward. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak. Maybe | wasn’t
around in the government back in 1999-
2000 when the decision was made to
decentralize certain head offices around
Nunavut. Some of them make sense, but
when | was first appointed to the Nunavut
Business Credit Corporation and | learned
that the headquarters was up in Cape
Dorset, it certainly didn’t make sense to me
and that was something I had brought up
before during the early days in the few
meetings we had.

Can you, perhaps, give us an indication
why Cape Dorset was selected for the
Headquarters of the Nunavut Business
Credit Corporation? There had to be some
practical reason for it being based up there.
You just don’t flip coins and put
headquarters for important organizations in
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any old community. There has to be a
practical and logistical reason, | would
think. Do you know what that was? Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends) |
know that part of decentralization work, a
lot of it, was done by the Nunavut
Implementation and Planning Commission,
and then there were some
recommendations.

However, at the end of day, in terms of the
reasoning, | don’t have that information.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak. Perhaps, if | can
prevail upon Ms. Keenainak to make a
commitment that some time today or
tomorrow that you would find some
information that would help the committee
to understand why the community of Cape
Dorset was chosen to be the headquarters
for the Business Credit Corporation, if you
can make that commitment. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends) |
can commit to doing a bit of digging into
historical information. I’m not sure if I will
be able to get back to you by tomorrow. As
part of our follow-up, if there are any other
follow-up questions that may need a bit
more research, then that will be one of
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them. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak. | think it would be
very important information for the standing
committee to have to help us understand
partially why some of the problems started
to occur in the first place. It seems to me,
pretty much since inception, the Nunavut
Business Credit Corporation has been
struggling with the high turnover, the
recruitment and retention of staff, and a
whole host of other problems.

It may help us to understand when we’re
going through the deliberations on making
recommendations on how to proceed after
this standing committee, or in subsequent
means we may have later on in the whole
Nunavut Business Credit Corporation. We
can possibly go back to where the seed was
planted, so to speak, when the problems
started to occur. So I think it would be very
important that we have that information,
Mr. Chairman. Thank you.

Chairman: Thank you, Mr. Peterson. If
you want to just respond to that, Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
Yes, | agree with Mr. Peterson that this
information will be useful. I’m just saying
that I’m not sure if my officials will be able
to at least provide information, but we can
commit to providing that as soon as
possible. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
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just wanted, for the record, I found
comments in the Canadian Press story on
November 9, 2007 by Bob Weber. He says,
“Nunavut finance minister defends policy
that led to RCMP investigation,” but in the
newspaper clipping, it says that “A report
prepared for Northern Affairs Minister Jim
Prentice last June found that of 459 jobs
moved from Igaluit into the communities,
27 per cent remained unfilled,” and that,
“‘The (decentralization) policy has only
aggravated the human resource problem,’
said the report.”

It goes on but Minister Simailak said
problems at the Nunavut Business Credit
Corporation have been rectified and
lending will resume on Monday, and he’s
not backing off his support for
decentralization. “It’s something that we
will continue to do until the mandate
changes,” he said. Just for the record, |
wanted that written into the minutes of this
meeting.

If the Department of Economic
Development and Transportation and the
Nunavut Business Credit Corporation are
serious in rectifying all of the problems in
the Nunavut Business Credit Corporation, |
think decentralization, for this particular
organization, is going to have to be
something that’s going to have be looked at
very closely and seriously if you want them
to even have a chance of considering all of
the possible options to improve the service
delivery of that organization. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends) |
believe those are general comments for
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consideration and | thank the member for
that. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman. |
also have follow-up questions that I will
deal with the deputy minister.

First of all, I want to deal with the existing
structure of the NBCC. With respect to the
acting CEO, could you indicate to the
committee how in the world did you end up
being appointed CEO? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
I guess since | was the recipient of the
position, I think the person giving the
position should respond, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. When the previous CEO left,
there was an interim CEO on contract. That
contract ended, | believe, on November 2.
The issue of competition for CEO is still
ongoing and is still being finalized now. |
spoke with the chair at that point and with
Allan, and he agreed to take on the CEO
from November 2 to present. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you. My next question
is again to Mr. McDowell. Obviously,
when you accepted the role as an acting
CEO, was that done by correspondence,
and if so, did it indicate exactly who you
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were to report to? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
It is my recollection it was done in person
and it said that, as far as reporting
requirements are concerned, | would be
dealing with the deputy minister. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Curley.

Mr. Curley: Thank you. NBCC is a
creature of legislation enacted by this
House and | believe there’s a clear set of
appointment processes. | would like to ask
the deputy minister: when the government,
or when you asked Mr. McDowell to act,
were you abiding by the policy, or by
legislation, to appoint Mr. McDowell as an
acting capacity in his role?

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. That’s a very good question. |
followed the Human Resources policy in
terms of acting appointments. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Has this been formalized?
Has he been given a letter of appointment
that he is to act? He appeared to indicate to
me that it was mainly a word of honour that
he will honour the deputy minister’s
instruction. If that is the case, | think the
deputy minister has an obligation to this
committee to state exactly what his terms
of references are as an acting CEO for
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NBCC, and if so, what are they? Thank
you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. Mr. McDowell and | met in
person to discuss the acting appointment,
and it was followed up by an acting
appointment form that we use within the
Government of Nunavut, where he signs
and I sign. In terms of the terms of
reference, we refer to the job description.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you. | appreciate that,
at least something exists on paper. My next
question is: in that letter of appointment,
did you specify, as the deputy minister,
who the acting CEOQ is to report to? Thank
you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I will have to get a copy of that
but I believe it did say the deputy minister.
I will confirm. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you. The Board of
NBCC existed in November. Did you
inform the board that Mr. McDowell will
now be reporting to the deputy minister
instead of whatever the case may be in the
past? Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.
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Ms. Keenainak: Thank you, Mr.
Chairman. I did discuss with the previous
chair about approaching and asking Mr.
McDowell if he would act in the position.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: | understand all that now, but
in that letter of appointment, is it clear who
he is to report to, or receive instructions for
his role as CEO, and who he is to deal
with? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. As I indicated, I will have to
take a look at the form. However, when |
did discuss with Allan who we would
report to, | did indicate that he would be
reporting to me. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you. That’s important
information. My next question to you is:
under what regulation or authority will you
commit yourself to asking Mr. McDowell,
who is obviously an employee of NBCC, to
report to you, under what provision? Thank
you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. | believe the issue of reporting
has been identified by the OAG and that it
needs to be clarified. This is an example of
one where it needs to be clarified, so that is
an action plan that was identified. We will
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be seeking legal clarification on that and
work on realigning the reporting
relationship. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you. Yes, I think
opposite the Auditor General, it’s really
quite clear the roles and responsibilities
have created confusion, but the NBCC Act
is really quite clear that the manager is a
CEO and it states, “... shall receive
instruction from the board and direct the
business of the corporation.” Why is the
department violating this particular, clearly
stated direction for the manager? Thank
you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. Again, I’m going to repeat that
that is one major action plan and a major
issue that is going to be looked into with
NBCC and as well as the department.

I will say that part of the issue has been the
work of the OAG in identifying some of
the financial information not being
complete and so forth, which has
necessitated further involvement, but I will
again say that this is an area that will be
looked on in short-term to clarify in terms
of reporting relationships and that will be
clarified. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you. My next question
is to Mr. McDowell serving as an acting
capacity as the manager who is, according
to the law, CEO. Are you comfortable with
the current direction that you have from
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your letter of promotion? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
I am. | might point out that my letter of
acting appointment, as it is, is dated; it has
a start date and an end date, so it’s not
onward going. So I’m quite appreciative of
the reporting requirements as they are right
now. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Curley.

Mr. Curley: Mr. Chairman, what I’'m
trying to get at is | would be uncomfortable
if I was put in the acting position for
NBCC and reporting directly to the deputy
minister in contravention of the Act
because the OAG has stated clearly that
there are certain requirements that are not
being adhered to.

Earlier this morning, Madam Fraser used
the word that certain laws have not been
abided by. One | believe is the appointment
of the manager. The role, according to
section 12 of the Act, states, “The manager
is the CEO and shall supervise, manage
and direct the business of the corporation in
accordance with direction of the board.” It
doesn’t say minister or deputy minister.

Why would the government and the deputy
minister continue to contravene this
position when it’s very clear that there is
no option except that the CEO must report
to the board, and receive instructions and
directions from the board? Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
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Chairman. As I indicated, we’ll be looking
at the reporting issue in the action plan to
make sure it’s clarified. | will add that there
were other instructions provided by the
minister other than what’s in the Act and |
believe in the letter of expectation in 2003,
the direction was for the CEO to report to
the deputy minister. So that’s one of the
instruments that were used. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you. I think, including
the Cabinet, in my view, it has to abide by
the provisions of the Act and that really has
to be clarified. I think clarifying doesn’t
mean that there will be a political
connection, unless certain mandates have
been practically overhauled, and that has
not been clearly expressed by the
government, that they will completely
overhaul and amalgamate it.

The reason I’m quoting these provisions to
you is because | believe that many of the
top civil servants in the government have
not been fast enough to just look into the
Acts that guide the agencies and would
have simply put the minister or the deputy
minister into arms length because no
wonder the chairman of the board, in some
ways, had to try and wiggle his way to find
what’s going on.

I have a further question to the acting CEO.
In your role as CEO, if you need to
communicate with the board, how does it
actually work? Do you make a phone call,
or do you have a standard procedure where
you advise all of the directors about a
particular issue that they have to consider?
Thank you.

Chairman: Thank you, Mr. Curley. Mr.
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McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
The standard practice would be if an item
comes up that needs to go to the board that
I would communicate that to the chair.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman.
With respect to the changes in reporting
relationships, has the board been fully
informed of the fact that the CEO now
practically reports pretty well to the deputy
minister? Are they in agreement with that
reporting relationship, in my mind, which
appears to contravene the law? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
I don’t think I can answer to how they feel
about it but I think it’s the same reporting
requirement that was placed back in
December of 2006 that the CEO reports to
the deputy minister. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Curley.

Mr. Curley: Thank you. That | believe will
have to be looked at because I’'m not sure if
even the ministers are fully aware that the
Act. It’s really quite clear as to whom you
should receive your directions from.

The whole reason for having a Crown
corporation is to have an independent
decision making arrangement so that
there’s no interference from the
government, unless or otherwise certain, |
would say, there’s a compelling reason.
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Other than that, | haven’t seen any.

What | wanted to follow-up with respect to
the consultant’s report. Why is it taking so
long to complete a consultant study? It’s
almost taken a year now to do so. Aside
from what the government may be needing,
at least of preferences, is the reason part of
the fact that the two organizations that are
under review, one is working well, the
NDC, is part of the reason that they’re not
in agreement with the amalgamation
possibilities with NBCC? Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I can’t speak for the two
organizations in terms of what they thought
of the report. | do know that, as they
indicated, the initial report that was
provided by the consultant did not cover a
major portion of the terms of reference.

When this was reviewed within the
department, the recommendation was that
there needs to be further work done on it.
This was identified to Cabinet in terms of
an update, however, the Cabinet directed us
that this major piece of work regarding
amalgamation, or other options that may be
explored, needs to be done. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you. I personally
believe that the terms of reference that
were publicly issued, at least in terms of
the RFP requests, were quite clear - a
management review and an operational
review of a number of the Crown agencies,
including the two main ones, NDC and
NBCC.
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I don’t believe there are any disputes
whatsoever with NDC. They have met and
operate with success and have a very solid
financial system and so on. There’s no
question about it.

What | am not getting from the deputy
minister is I’m not sure exactly what you or
the government is asking the consultant to
do for them, other than what they have
submitted last fall. The minister did
indicate in June and the April session last
year that he would table those reports in the
House.

Exactly, what was the consultant asked to
do again because initially, for the terms of
reference that were publicly issued, they
did present a report. What additional terms
of reference work were they asked to do
again for the government? Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. The terms of reference, as you
indicated, were clearly outlined as to
exactly what the scope of the work was.
The department worked on the review of
the report with Department of Finance, and
the one area that was felt was not fully
explored was the amalgamation issue. That
is why that particular piece of work was
not accepted and additional work was
asked of the Department of Finance. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you. | was speaking to
some of the individual directors of the two
corporations because we are aware that
some of the directors there are public
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figures and so on.

Some, obviously, don’t share the
amalgamation for a number of reasons.
One is the pro-development, preoccupied
with development projects and so on, and
then the other side is being asked to get
into the risky kind of lending business,
which they feel is a conflict. So that’s one
reason. | don’t think it’s the consultant’s
responsibility to argue which case is better.
That’s for the government to decide.

So my question to you is; which do you
prefer: amalgamation or two independent
agencies? One, NDC operating as it is,
since they shouldn’t be mixed up with
somebody else’s problems right now, they
should operate as they are. Which one of
them are you going to recommend to your
minister? Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. That particular part of the terms
of reference in the report that was provided,
in our view, did not explore those options;
they did not provide adequate background
material; they did not provide the pros and
cons of that particular option. So that’s part
of the reason why that we’ve been told to
go back for that one, and in the last few
days, the OAG has also identified a
possibility of maybe it is a part of the
overall GN.

There are other options out there that had
not been explored. Until that work has been
done, and the background and the options
are clearly laid out, I am not in the position
to answer because the work hasn’t been
completed yet. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
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Mr. Curley.

Mr. Curley: Thank you. | appreciate the
comments because this government appears
to have no initiative, other than asking
consultants to do all of the thinking and
recommending for them. | truly believe that
there is ability within the government to
think, propose, and initiate, instead of just
leaving it to consultants.

I believe the consultants probably
considered there are others; there’s the
Atugtuarvik Lending Institution. Why not
consider amalgamating your lending
institutions to other lending institutions that
work? | know that was brought up. Is that
one of your options? Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. That could be one of the
options. Thank you.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you. You read the
report. Was Atuqtuarvik mentioned in the
report? Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. Yes, | read the report. However,
as | indicated, additional work is being
worked on. That is part one of the work
that is going to be done. Part two is yet to
be completed. | think the minister has
already committed to tabling both reports
once they are done. Thank you, Mr.
Chairman.
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Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you. I have a question
to Mr. McDowell. How soon will you be
having your next directors’ meeting?
Thank you.

Chairman: Thank you, Mr. Curley. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.

Our next board meeting will be prior to
December 10, I think around December 7;
within the next two weeks. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Curley.

Mr. Curley: Thank you. Do you have,
currently on file, applications that must be
acted on, and if so, how many are there?
Thank you.

Chairman: Thank you, Mr. Curley. Go
ahead, Mr. McDowvell.

Mr. McDowell: Thank you, Mr. Chairman.

We do have applications. At this time, they
are currently going through due diligence
process and they will be acted on when we
are satisfied with the information that we
receive from the client is acceptable to
complete the due diligence report for
recommendations to the board. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Curley.

Mr. Curley: Thank you. The CEO
indicated that when the due diligence is
completed; any idea of how long it takes
for one loan application? Is the size of it
that complicates it, or the nature of the
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business that complicates it? Whoever is
doing the actual due diligence, is it on site,
or is that contracted? Could you give us
some idea how that work is carried out?
Thank you.

Chairman: Thank you, Mr. Curley. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
Yes, it’s both of those things that you
mentioned; depending on the size of it. It
doesn’t take very long once all of the
information is within our grasp so that we
can review the documentation, we can
review the financial statements, we can
perform our diligence, do the critical
analysis on the ratios, make sure they have
an ability to pay, the viability of the
business, and look over the business plan.

Once that information is provided from the
client, then the application itself shows
what’s required, and once the information
is gathered, then the same information is
done, whether it’s a $150,000 loan or
higher, it’s out to a certain level, and that’s
how that’s performed. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. McDowell.
And sorry about that, little buttons on there
sometimes go off silent when it’s your
pocket, | apologize for the interruption.
Thank you. Mr. Curley.

Mr. Curley: Thank you. Yes, the clients,
obviously, believe that NBCC is an
important financial institution as they are
waiting for some kind of decision. Will you
actually be considering all of the
applications at that time and be able to at
least contact some of these applicants
during after some indications from the
directors? Thank you.
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Chairman: Thank you, Mr. Curley. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
The agenda hasn’t been finalized for that
meeting, but if those reports are ready, then
they will certainly be brought to the
attention of the board. Once the diligence is
completed and the analysis is being
performed by the analysis team, which is
not just the investment manager but
includes the CEO and the comptroller, to
make sure that information is challenged,
then it would be presented to the board for
their approval or rejection. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Curley.

Mr. Curley: Thank you. My next question
is again to the Deputy Minister of
Economic Development. The
organizational structure, as it is, seems to
be very convoluted kind of thing, mainly
due to the fact, | assume, that it tries to
have representation from right across
Nunavut’s private sector of the economy. Is
one of the considerations been given at all
to whether not to reduce the size of the
board?

Because reading through many of the
minutes, as well as the problem identified
by OAG, that the board had difficulty, or
the CEO had difficulty having quorum to
hold meetings, as a result, some of the
loans were signed without having any
approval status from work. Is that one of
the areas that’s being considered at all,
whether or not if it would exist, that you
would consider reducing the size at the
moment to an acceptable level? Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ab/PCSe (OLANJO): sdy*al™®, C dc. MC
LeCD>o<.

LeCP>2< (ONANJO): Sd*al®, Ab/RPCSH,
Cbd< bNL*YNPNE epeC>Cabl L% MLLC
bNLo Do <D 0¢ Dabbc<C
ALob?LcILo<C. CAL bNLN o
DoNCD><KC CAPIL SbP>ANSCHGocN<e<C
ACNET I+ N QL Sb>NMNSeCD 5NV <L
PaDLab Sb>ANPNDL Sb>ANC> 5Ne Coa
DPPRNC Ac*LENLAGHSLLC <l
bNLM .0 Da<CP>oNe *NeC>5Ne
Jpb®eC> N H*GC, CALASHECS®IC, Sdy>al™,
AbIRPCsb,

Ab/<XPCSe OLNNJO): sdy*al®, C LbC>2<.
C dc.

de OLANJO): Sdvreal™. JASINNo<dcTyS
D*Pc*LoC ToCH*LC AR <IN nAbdC,
CAPI NIMD>< Gsope sy g bl D<o Ced<
DALQ P 5%ILSLC, A*RNNP<5d ALLSb
PLL®DI®NHGALE 0 DMD>Ccloc

A AN oNe. AALN®/D>PNDST <AL
Pl bNLA>< Mo N<seC>Y>q SLL?

Cbd< bNL*SNAGE SPIPabINe <t
AbD>e*P>PNNYDC a s ASPCHC

e\ Lo CLLSZLL®YD>®eNedS ba CT.
bNLAC ALSo*MDdSbeCc >SLC bNLAYP<

A tle/<*a AcP>®bsbeC® 5N bNLY*a So<SLC
D>_oSo >N CLbd< A*SNN<5NE ID%DIPNC,
Ac*NC 4D®D®eCPILJac b
<dNcPD*CPbCcoSLC. CL*a
AFALNSIDRCDALR, bNLAC D ooy e

e P<seC >N SLYLC CocL>*JseC>oNe
Lealc. alLryp><R? sdyeal™.

Ab/PCSe (OLANJC): Sdv*al™®, MC dc. ™
Pa A%q S,

100




Ms. Keenainak: Thank you, Mr.
Chairman. The current membership of, |
guess, the make up of the board, according
to the Act, has to be a minimum of seven to
a maximum of 12. That’s what it says right
now.

In terms of the make-up by sector, that is
currently not the way that it’s set up. |
know that comments have been made by
the Office of the Auditor General that the
corporation, or | guess the government,
should be considering recruiting members
with a legal, a financial, or an economic
development background, and those are
definitely areas that we will be looking
into. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman. |
assume that if these corporations do exist
beyond December, | don’t know when, but
I assume that if it does continue, it will be
important that the government at least
clearly try to put some efficiency into the
whole thing because many of the
institutions of Inuit organizations have
succeeded in spite of difficulties and so on,
but surely, this one should be able to
function on it’s own.

In order to have a clear understanding of
what the role of the manager is, | believe
there’s a conflict right now as to the loyalty
and exactly who should the CEQ report to,
I want some indication, at least legal advice
on this area, and how the legislation is
overridden by the minister to have the
government representative be there
providing direction to the CEO.

So in order to help me with that and the
committee, | would like to ask our Legal
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Counsel how the manager, according to the
law, is appointed and what the terms,
responsibilities, and directions are
supposed to come from, and whether or not
there is a clearly indicated ministerial
responsibility to override reporting
relationships from the Minister responsible
for overseeing the NBCC.

So maybe our Legal Counsel, Sue, can
explain to us what section 12 of the Act
indicates in terms of the role of the
manager and who he or she is to be
appointed by. Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Cooper.

Ms. Cooper: Thank you, Mr. Chairman.
Section 12 of the Act provides for, first of
all, the appointment of the manager, who is
basically the chief executive officer of the
board and the CEO is appointed by the
minister in consultation with the board.
That provision goes on to say that the
manager shall supervise, manage, and
direct business of the corporation in
accordance with the direction of the board.
So that suggests to me that he take his
direction and instructions from the board.

There is also a provision in the Act, and
I’m sorry, | don’t have this section number
before me right now, which does provide
that the minister can provide policies -
section 7(2), which indicates that the
minister can issue written direction and
policy to the board. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Cooper. Mr.
Curley.

Mr. Curley: Thank you, Mr. Chairman. |
have a further clarification. The minister
has that provision, but on the routine
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matters, certainly and possibly not. On the
exceptional and requirements, such as the
Crown agency requirements, that he has
that ability but not necessarily administer
routine issues. Would I be correct in saying
that, or is it just the will of the minister,
that it’s at his discretion to issue policy
instructions and so on?

Could you clarify for us whether or not that
is similar to all of the other Crown
corporations? NBCC is not the exception at
all in that regard. Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Cooper.

Ms. Cooper: Thank you, Mr. Chairman. |
hope | understand the member’s question
correctly. The intended structure of the
organization, as | understand the Act, is
that the minister issues broad policy,
direction, and guideline to the board, and
then the board implements those and
provides direction to the CEO. So as | read
the Act, it is not intended that there be a
direct relationship between the government
and the CEOQ; that it all go through the
board.

I haven’t reviewed the statutes in relation
to all of the other Crown agencies, but
certainly, in my experience, that would be
in keeping with what the structure would
normally be for a Crown agency. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Cooper. Mr.
Curley.

Mr. Curley: Thank you, Mr. Chairman.
My last question to the Legal Counsel is
that in view of the conflicting roles and
responsibilities, and the reporting
relationship, is the Legal Counsel satisfied
with the way in which the department is
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having a direct role? Is that in compliance
with the provision, that you quoted section
7 and section 12?

It appears to be quite clear that the
minister’s relationship would be through
the chair and through the board, and not
necessarily directly with the employees of
the corporation. Am | clear in that? Thank
you.

Chairman: Thank you, Mr. Curley. Ms.
Cooper.

Ms. Cooper: Thank you, Mr. Chairman. |
guess this is going to be a little bit legal
and a little bit personal experience. To my
opinion, the intended reporting relationship
is from the CEO up through to the board
and to the minister, and that there should
not be a direct relationship when it comes
to taking direction and supervision.

On the other hand, given my experience, |
do understand that with small boards, such
as this, in Nunavut, things like payroll,
finance, and Human Resources often are
administered by the government. So it may
be necessary to have that contact on
administrative matters but that is separate
and apart, in my view, from sort of broad
policy direction which should go from the
top down. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Cooper. Mr.
Curley.

Mr. Curley: Thank you, Mr. Chairman. |
believe the Act is really quite clear, and |
would like to ask the deputy minister: why
would the department contravene this
provision of the Act, in terms of the
reporting relationship directly with the
CEO of the Crown corporation, in this case
NBCC, and will she abide by the law as it’s
set out and read by our Legal Counsel?
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Will you be satisfied with abiding by this
particular line of responsibilities? Thank
you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. Again, I’m going to be
repeating myself. One of the main action
plans is to take a look at clarifying the roles
and responsibilities for the minister, the
board, the CEO, the deputy minister, the
department, and the corporation wanted to
do that.

However, | would like to note that | believe
Ms. Cooper is your Legal Counsel and we
will be seeking our own Legal Counsel
with our Department of Justice on this
issue. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Maybe just before I go back to Mr. Curley,
on that, Ms. Keenainak, did the department
get a legal opinion on the fact that this is
something that they could do prior to doing
it? Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. As we indicated, we’ve been
working on the action plan, and having
received the OAG’s Report, outlining that
particular issue. We will be working
through that process. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Keenainak.
My guestion wasn’t answered is that the
time when that decision was made to
change that reporting relationship, did the
department even bother to take look at
whether they could legally do that? | guess
IS my question. Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
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Chairman. I think it would be best if | ask
the previous deputy minister on that
question. Thank you, Mr. Chairman.

Chairman: Thank you. Mr. Curley.

Mr. Curley: | appreciate your follow-ups
as well. Here’s my point to the
government: there’s nothing wrong with
the minister appointing one of officers to
oversee NBCC and he should do that. That
goes to the Minister of Finance, the deputy
as well.

Here’s where the problem comes in: when
you try to use one individual to do both, it
doesn’t work and you’re contravening laws
as a result. This government appears to
have no respect, through experience, with
the laws that we have.

The CEO must report to the board. Re-
institute that as soon as possible so there
will be no confusion. There’s nothing
wrong with the Act, but if you want to have
someone overseeing it, yes, appoint
somebody, and work with the CEO and
manager or the departmental
representative. There’s nothing wrong with
that, but to try and use me just in this case,
as an example, and be an acting minister
and MLA at the same time without a clear
and defined role, would create confusion to
the government.

So | believe part of the problem, and the
OAG has been very gentle with you guys,
the roles and responsibilities are not clear,
even though the Act is really quite clear. So
I would urge that new directors, you tell the
ministers, as the board members, that they
cannot have it both ways by using the CEO
as a one stop solution. It doesn’t work. He
must have loyalty and direction only from
the board.
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If the minister wants to have his hands on,
appoint a resource person, give him a huge
title, if need be, but work with the CEO.
That would clarify the whole confusion.
Right now, | don’t know where you are
getting your directions from. | believe
that’s part of the problem and I would like
to ask the deputy minister whether or not
that will be one of the considerations in
order to free up this confusion and
loyalties.

We have seen the chairman of the board
having some involvement, no wonder,
because the board was practically cut off
from decision making. Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I would like to thank Mr. Curley
for his comments, and as | indicated, the
corporation, along with the government,
will be looking at clarifying those roles.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Maybe just a question to the Legal Counsel
who is here, or to the staff for the Auditor
General’s Office, that section on the
legality of that change in reporting
structure, is that something that you guys
looked at, other than the fact that this
causes confusion? As far as legalities, was
that something that was reviewed by your
officials during the course of the audit? Ms.
Stewart, please go ahead.

Ms. Stewart: Thank you, Mr. Chairman.
We did have a look at the impact of the
December 2006 letter, and once again, it is
a bit complicated because | am the Legal
Counsel for the OAG, so | provide my
legal advice to the OAG.
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We have looked at the issue of section 7(2),
and we did conclude that it was not as
limited to broad policy directions, or to
ability to give only broad policy directions,
but that, instead, it would be possible for
the minister, by letter, by written
instructions, to, for example, tell the board
that, from now on, the CEO would be
reporting to the minister, or the deputy
minister in his place or her place, instead of
directly to the board, that that was a way
that the minister could issue the direction to
the board of the corporation.

We also looked at the instruments through
which the instructions may have been
given, and concluded that the letter in
December of 2006 could, in fact, operate in
that way and carry through that series of
instructions. So that was not, of itself,
necessarily a concern to us. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Stewart. My
next question, 1’1l just redirect it towards
Ms. Keenainak, is that: why did the
minister feel it was necessary to change the
reporting relationship from the board of
directors to the deputy minister? Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. That was mainly due to the
2005-06 audit not being complete, and the
minister’s directive says that that reporting
relationship change will be in place until he
is satisfied that the 2005-06 audit is
complete. Thank you, Mr. Chairman.

Chairman: Generally and specifically, he
didn’t have faith or trust in the board to
carry out its duties to ensure that they could
communicate to the CEO to make sure that
that work got done? Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
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Chairman. I think there have been issues
for a fair length of time and when the
issues were brought to the attention of the
Deputy Minister of Finance, as well as the
Deputy Minister of ED&T at that time, the
seriousness of it prompted this directive.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Can you just elaborate on what those issues
were? Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I believe that I will ask Deputy
Minister Ma, who was the one that they
spoke with. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Ma.

Mr. Ma: Thank you, Mr. Chairman. |
believe earlier in these hearings, the Office
of the Auditor General has addressed some
of those issues that were raised at that
particular point in time.

At the time that | found out about some of
the issues that were raised by the Office of
the Auditor General, | then had a
discussion with the Deputy Minister of the
day for Economic Development and
Transportation. We spoke to the
Chairperson of the Board of NBCC and we
felt this matter was a serious matter that
needed some dealing with on an urgent
basis.

At that time, the Board of NBCC convened
a meeting and they attempted to provide
some direction to the CEO of the day. It
was not happening as they would have
liked, so at that point, | believe the minister
then issued his directive to the NBCC
Board to have the CEO of NBCC to report
directly to the Deputy Minister of
Economic Development until such time
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that the 2005-06 financial audit was
complete to his satisfaction, of course, it
was a different minister at the time. | think
Mr. Buchan was a board member at that
particular point in time as well. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Ma. And
maybe, Mr. Buchan, if you were on the
board there, can you shed some light as
to... it sounds like some of the frustrations
the board had in trying to get some action
or movement by the management to be able
to perform the duties or the things that you
had directed them to do. Go ahead, Mr.
Buchan.

Mr. Buchan: Thank you, Mr. Chairman. |
think one of the things that hasn’t really
been mentioned so far and one thing that |
found particularly frustrating at the time
was the issue of very religious entities, and
this Is a new accounting requirement that
was put before the corporation at that time.

So there was a fair amount of board work, a
fair amount of work taken to look at
examining this issue, and whether or not
VIEs existed within the corporation and
loan portfolio. So for myself, that was
probably one of the more frustrating areas
is continually to have the issue examined
and that brought to rest. Other than that, |
don’t think I can add very much more to
the comments that have been provided
already.

We did suspend staff travel, we suspended
staff training opportunities, we put other
measures in place to ensure that our CEO
and the staff that reported to him
concentrated on the task at hand, and that is
to work and provide the information to the
OAG to have this audit completed.

I guess after a certain point, | felt that it
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was coming down to a point of, well, our
staff had provided all they could, no other
documentation was forthcoming, and
where that left the OAG in terms of the
decision they had to make of whether or
not they could make an opinion on our
books. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Buchan. You
just have one question, okay. Go ahead,
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
would like to ask Mr. Buchan a question.
Earlier the Deputy Minister for Economic
Development mentioned that the Board of
Directors of NBCC disciplined the former
CEO and then he subsequently resigned.

Could I ask, when you disciplined him,
what disciplinary measures, either verbally
gave him or put in writing, what did you
say to him that encouraged him later on to
resign? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
Buchan.

Mr. Buchan: Thank you, Mr. Chairman. |
wasn’t personally involved in the latter part
of our former CEQO’s employment but | can
tell you that the discipline that our board
considered was progressive in nature. At
every regular board meeting that |
participated in, there was an in-camera
session where we discussed the
performance of our CEO and whether or
not that be good or bad, we do that in
private.

As we noticed first in MacKay Landau
Report, and then the difficulties that our
CEO and staff were experiencing working
with the OAG, as that became more
apparent over the course of the summer of
2006, we did direct the CEO to put the
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maximum amount of attention towards this
issue.

When we weren’t seeing any movement
and when we weren’t seeing any progress,
there was a form of reprimand provided to
him, and then he was suspended with pay
and from that point on, that was certainly a
matter of that, myself, as a regular board
member, | didn’t have a direct knowledge
of. | think our chair took the lead in dealing
with the discipline from that point on.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Buchan. Just
one last question before we go to the break,
and I’ll throw it out to everybody: does
anybody know where this individual is?
Does anyone know where the former CEO
is? Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I believe he did leave a
forwarding address. Thank you, Mr.
Chairman.

Chairman: Do you know where it is? Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. | believe it’s in the west and |
know that, as part of the OAG’s clearance,
| believe they made contact with the
previous CEO. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
With that, maybe we’ll take a break and
come back in 15 to 20 minutes. Thank you.

>>Committee recessed at 15:10 and
resumed at 15:32

Chairman: Thank you. Welcome back.
Just before we left on the break, it was
pretty clear that everyone knows where the
former CEOQ is except for us.
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>>| aughter

To be real cynical, I’ll say, isn’t that just
typical of government, eh? But | won’t. |
just wondered if someone, or as you know,
we got the list of former employees and
we’re going to be issuing the letters of
invitation to them. So I’m just wondering if
we can get a commitment from somebody
in the know that can provide us with an
address where we can get a hold of that
individual. Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. We will provide the last known
address that we have on file. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Keenainak. Is
that the same address that the Auditor
General’s people have where they
contacted him? Are you aware of that? Mr.
Lennox.

Mr. Lennox: | guess the one thing I’ll
mention is that we obtained the address
from the NBCC.

Chairman: Thank you. It should be safe
then. Mr. Curley, do you have a question?

Mr. Curley: Thank you, Mr. Chairman. |
want to follow-up with the appointment
provision of the manager according to the
legislation.

I believe we need the department’s Legal
Counsel’s interpretation of that because it
appears that if there continues to be a
disagreement as to who has more authority
to supervise and give direction to this
manager; | believe that’s right title,
manager, who shall act as CEO of the
corporation.
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If there’s no clear division or
understanding between the department and
the Assembly, or the board and GN, the
minister will continue to override the
provision of the statute. I’ve been a
minister before, so | know that
administrative policies and procedures
offered on a friendly nature to corporations
cannot override as legislation. | believe
letters of instruction cannot override
legislation unless specifically referenced to
a particular provision.

So will the deputy minister ask their Legal
Counsel how they went about legally
snatching this poor CEO of the little
organization and say, “You’re now going
report to the deputy minister?” I did ask
you clearly and you undertake to review it,
but would you include a legal provision or
a legal interpretation of that for us as well
from your department? Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. Yes, part of that process, as
indicated, would be a legal review of that

and advice from our Department of Justice.

I know that lawyers are very particular
when they are providing advice to their
clients, so we will look at that as well in
terms of releasing information for a
standing committee. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you. That will help us,
certainly myself, and hopefully, the board
because OAG indicated that a number of
compliance requirements have not been
met. | think it’s important that that
provision also be included, that there be no
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confusion whatsoever, that there be clear
transparency on that because lawyers can
give you convoluted comments, but legally,
what they will say to you is “we will
consider, if that were to be presented to the
court, we believe the court would probably
go in this way.”

So I’m going to ask our Legal Counsel, if
the letters of instruction were to be taken in
to court, what arguments would the
Assembly take to try and protect the statute
section 12 and 7 of the NBCC Act prevail
instead of letters of instruction of the GN,
the Crown Council would argue that this
overrides section 12.

Would it be technically possible that the
letters of instruction, or the administrative
instructions, or policy directives from the
minister can override section 12 and 7 of
the NBCC Act, to our Legal Counsel, in the
event that it would happen? Thank you.

Chairman: Thank you, Mr. Curley. I’ll
just note before 1 go to Ms. Cooper, | know
that it’s a hypothetical question and when
we’re in session, we’re not allowed to ask
those, but Ms. Cooper, if you feel
comfortable or not answering to that, I’ll
leave it up to you. Ms. Cooper.

Ms. Cooper: Thank you, Mr. Chairman. If
I had that kind of foresight, | would be
much more successful litigator than | am.

>>[ aughter

It’s not unusual, of course, for lawyers to
disagree.

I haven’t seen the December 2006 letter, so
first of all, let me make the comment that
depending on what that letter says, it’s not
clear whether it is using the term
“reporting” in a very literal sense as in
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provide information to the deputy minister
as to the status of the corporation, or if it is
saying to the CEO, “take your direction
and supervision from the deputy minister
rather than the board.”

If it is the former rather than the latter, then
it would not contravene section 12 of the
statute. If we were in a position where we
had to argue this, the arguments that could
be put forward to say that it contravenes the
statute would be, first of all, it’s sort of
contrary to the whole concept of
Parliamentary paramountcy that you could
have a policy or a government directive
override legislation and override the
Statute.

Also, in this particular Act, there are
specific provisions where the minister can
override the provisions of the Act but those
limited circumstances are very clearly set
out. And, the argument that | would make
in regard to that is that it’s obvious that the
drafters in the Assembly turned their minds
to the issue of overriding provisions of the
statute when they drafted it and they
specifically chose not to put that type of
provision in section 12 indicating
legislative intent that that provision not be
overridden.

Again, all of this is qualified by the fact
that |1 have not seen that letter, and so
depending on the precise wording that’s in
it, it may not contravene section 12. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Cooper. Mr.
Curley.

Mr. Curley: Thank you. Anyone who says
that particular practice carried out by the
minister contravenes certain laws would be
in trouble, except for politicians that are
appointed; they’re not protected by the
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provisions of the Act.

I see no problem whatsoever with the
minister providing letters of policy
directives or whatnot and so on, obviously,
because they would be subject to the
review of the director, or whatnot, of any
corporation that the government owns.

Having said that, in my view, the
administrative directive appears to have, in
my opinion, overriden the provisions of the
Act and practically crippled the director’s
ability to direct the CEO, despite the fact
that the law does exist and has not been
amended.

Mr. Chairman, my question is to the Legal
Counsel of the OAG. The question is: if the
NBCC is to comply with the provisions of
any existing laws, why should the
government be allowed, in your opinion, to
disregard the provision of the
organizational structure, in particular, the
directions from the board not be given any
longer to the CEO? Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Stewart.

Ms. Stewart: Thank you, Mr. Chairman. |
guess that | would say that, as the Law
Clerk has pointed out, one thing that
lawyers do very well is disagree with each
other. We have, in this situation, a case of a
slight disagreement about what the terms of
the statute mean and what they can be read
to mean.

Just to put it as simply as possible, I guess
that my interpretation of section 7 and
section 12 is not that it is a case of one
overriding another, which | agree might be
problematic, but rather provisions that can
be read together without forcing each other,
and therefore, allowing, or permitting,
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certain actions to happen, in this case, the
letter of direction. | also have to qualify by
saying that I have not also seen the letter of
December 2006, so I’m not entirely sure
what the contents of it are either.

So all of these are very hypothetical
opinions, but basically, that’s where |
would come down on it in terms of saying
one interpretation sees it as a policy
direction overriding something in the
statute, one interpretation sees it as
working together.

Certainly, it’s open to the Legislative
Assembly of Nunavut, in the event of a
lack of clarity in the statute, to provide that
clarity through amendments to the statute if
that were the case that that would be
required. Thank you.

Chairman: Thank you, Ms. Stewart.
Maybe just to intervene a little bit on there,
we could go “no one’s seen this letter.”
Sorry, Mr. Lennox, you wanted to add
something? Go ahead.

Mr. Lennox: Thank you, Mr. Chairman.
Just while that is correct, that Beth herself
hasn’t seen the letter, in our office we have
more than one lawyer in the office, and a
colleague of Beth’s has seen a letter and
has provided a similar type of conclusion.

I just want to clarify that with respect to,
while Beth herself hasn’t seen it, lawyers
within the office have seen it and have
arrived at that conclusion. So I just wanted
to clariy that slightly. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Lennox. I’ll
just maybe ask Ms. Keenainak if she could
clarify or provide that letter to us, and then
we can have a look at and maybe, if
necessary, re-visit again or not. We can go
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on for quite some time on this without
seeing it, so the best way to clear it up and
decide whether to pursue it further or not
would be to get a copy of the letter. So
would you provide us with a copy of that
letter? Ms. Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
Yes, we can commit to providing the letter.
The letter does reference subsection 7.2 in
the letter.

Just another comment, | know the roles and
responsibilities, and who’s reporting to
who has been an issue. | believe the
department and the minister did this to try
to help the corporation and that it’s been
made clear that this issue needs to be
clarified. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman.
Yes, | appreciate the Legal Counsel, Sue
Cooper, as well as Beth Stewart. Lawyers
are no exception; politicians disagree, too.
So as long as lawyers are right, no
problem, that’s all we’re looking for.

| take all of the other organizational issues
and so on; | think I used to the word in my
opening comments, “to the dead dog,” you
know, “why continue to kick the wounded
dog,” and so on. All of the other
organizational issues are manageable; |
think it can be sorted out. Unless we deal
with the practical structures and legal
representatives clearly stipulated, you will
have too many Inuit and not enough
decision makers.

So that’s what I’m trying to get at, if we’re
not clear as to who is to give directions to,
it will create further problems. So that’s
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why I’'m asking whether or not, | don’t
think the section 12 is ambiguous at all, it’s
quite clear it used the word “shall” receive
direction from the Directors of the Board of
NBCC.

So having said that, will the department
assure us that, instead of amending that
provision, it doesn’t use the word “may,” it
uses the word “shall,” so there’s no
ambiguity whatsoever in that regard. So
I’m asking the deputy minister once again
that you will uphold the provisions of the
Act in a court in attempting to sort the mess
that NBCC may be in. Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. The action plan has clearly
outlined that we will be looking at that
situation, and | had previously committed
to Mr. Curley, talking to our Legal Counsel
and seeing if we can share that opinion. We
will be looking at the reporting issue very
seriously. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak. In
the way of providing information, |
suggested through letters, | figure I’ll try
for some more.

We heard earlier this morning it was
mentioned a lot of the issues that were
identified in the management letter for the
2004-05 audit, and also, we have heard talk
about the accounting firm doing a report or
a review on the Nunavut Business Credit
Corporation, and also, the fact that there
were letters from the board to the CEO and
back again, from the CEO back to the
board on some of the issues that were
identified in there. Would the department
provide copies of those letters and reports
to the committee? Ms. Keenainak.
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Ms. Keenainak: Thank you, Mr.
Chairman. Yes, we will take a look at those
management letters and responses, and so
forth. Thank you, Mr. Chairman.

Chairman: Will you provide them to us?
You just said, yes, you will take a look at
them, but I mean will you provide those to
the committee? Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. Yes, we will. Thank you, Mr.
Chairman.

Chairman: Thank you. Anyone else have
any questions right now? Mr. Barnabas.

Mr. Barnabas (interpretation): Thank you,
Mr. Chairman. | have a question to the
Office of the Auditor General’s witnesses.

In the Auditor General’s Report from
Paragraph 60 to 64, your 2004 Report to
the Legislative Assembly raised a number
of concerns with respect to the NBCC’s
involvement in Nunavut’s three regional
business development centres. In your
current report, you raise specific concerns
about the failure of the NBCC to
administer loans on behalf of the Kitikmeot
Business Development Centre, which has
not had financial statements prepared since
2001. Can you elaborate in detail on your
concerns in this area, and indicate whether
similar problems have been identified with
respect to the other regional business
development centres? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Barnabas. Ms.
Charron.

Ms. Charron: Thank you, Mr. Chairman.
In 2001, there was a letter from the
development centres transferring the three
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development centres at the time to the
Department of Sustainable Development
and NBCC.

The Kitikmeot Business Development
Centre was one of the portfolios that had
been transferred. The two others have been
transferred again to other organizations. So
there only remained the Kitikmeot
Business Development Centre under the
administration of the NBCC and the
minister had, in his letter of instruction or
letter of expectation of 2003, provided
direction to the corporation to find another
organization to hand over this portfolio to.

The portfolio has now been transferred; we
are talking here about 10 loans that were
transferred upon the transfer and a bank
account of approximately $400,000. This
was not administered by the NBCC. The
bank accounts were transferred, the signing
authorities were transferred to NBCC
representatives, but there were no financial
statements that were compiled, the books
of accounts were not kept, and there was no
monitoring that was done on those loans.

So in our view, the corporation should take
its fiduciary role and at least compile the
information and monitor those loans until a
new organization has been identified to
take over the loans, if that’s still the wish
of the minister.

We know, at this point, there is only the
Kitikmeot Business Development Centre
that is still under the administration of
NBCC. In 2001, the Board of KBDC was
dissolved and all of the risks have been
transferred to NBCC, along with the assets
that this corporation had. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Charron. Mr.
Barnabas.
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Mr. Barnabas (interpretation): Thank you,
Mr. Chairman. (interpretation ends) I will
direct my question to the GN witnesses. On
Paragraph 64 of the Report from the
Auditor General, the government’s
response to the Auditor General’s
recommendations in this area indicates that
the NBCC is currently arranging to “divest
itself of responsibility for the Kitikmeot
Regional Development Centre while
addressing its fiduciary duties in the short
term.” What is the status today of this issue
and what are the government’s long-term
plans with respect to its relationship with
the three regional business development
centres and other organizations, such as the
Atugtuarvik Corporation? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Barnabas. Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
Since the audit discussions commenced
with the Kitikmeot Economic Development
Commission and from that discussion,
there was a new organization formed called
the Kitikmeot Community Futures
Incorporated. So that’s the organization we
have been talking with about transferring
over KBDC and that file. The department
and NBCC have plans to transfer over the
loan portfolio and the funds by March 31,
2008. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Barnabas.

Mr. Barnabas (interpretation): Thank you,
Mr. Chairman. | have a question for the
government witnesses. On Paragraph 65,
the Auditor General’s Report indicates that
the NBCC made a number of errors in
calculating interest rates charged to
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borrowers. This problem was also
identified in the Auditor General’s recent
report on the FANS program. Why does
the government experience so many
difficulties in correctly calculating interest
rates and what is being done to address this
problem? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Barnabas. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. The particular contravention, in
terms of interest rates and stuff like that,
there was, as was explained yesterday,
some confusion over the regulations that
were transferred over from the NWT.
Those particular regulations stipulate clear
interests rate in there and when the policy
that was being done by the board was
different from that regulation, the
regulation took precedent, if I understood
your question right. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Keenainak.
Maybe I’ll just follow-up on that, I’m not
sure if I recollect having heard a lot of stuff
yesterday, but | don’t remember hearing an
explanation of how all of that was done.

In the Act itself, as it sets out what the
interest rates are, | believe, or what they
should be, I’m just wondering how that
could have changed, if the board came up
with something different, did they not
know that this is in the Act, this is what the
interest rate is, or were they not aware of it.
Maybe if | can get a clearer explanation to
that. Ms. Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. When the NWT legislation was
transferred over, attached to that was an old
regulation from a prior Act. There are two
Acts. There’s the Business Credit
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Corporation Act, and in 1998, | believe it
was changed from the Business Loans and
Guarantees Act. The Business Loans and
Guarantees Act had a set of regulations that
were being used.

When it was transferred over, there
appeared to be some confusion initially
about whether or not those regulations
were transferred over, and when the
Auditor General pointed out that those
regulations were in force, when the loan
files were being reviewed, the interest rate
charged was either a little bit lower or a
little bit higher, however, the regulations
were clear that it was prime plus two
percent.

So since that was discovered, part of the
process was re-instituting the operational
procedures manual and to try to implement
that. The other thing corporation did was
we took a look at all of the legislative
instruments; the Act, the regulations, the
by-laws; that would have been transferred
over from the NWT and to see which ones
were relevant. And, that has been now
enforced by the corporation. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
I’m going to go back to earlier on in the
report here and ask a question for Mr.
Lennox or Ms. Charron.

In Paragraph 11, you indicate that you
interviewed the senior representatives of
the Department of Finance and of the
Economic Development and
Transportation; you also interviewed the
chair of the board of directors. Can you
confirm which GN officials were
interviewed?

I know in some places where you pointed
out in your observations that, in some
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cases, you didn’t receive satisfactory
responses or explanations. I’m just
wondering if | can get a confirmation of
which officials that you interviewed and
indicate whether your office found that
their responses to be satisfactory or
unsatisfactory. Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman. |
would just like to have a clarification when
you talk about GN officials, would you
include in this the representatives of the
corporation of NBCC as well? Thank you.

Chairman: Yes, if you would like, you can
throw them in as well.

Ms. Charron: Thank you, Mr. Chairman.
For the employees of the organization of
NBCC, we have interviewed the former
CEOQO, the acting CEO, we have interviewed
the loans manager while he was there until
August of 2006, we also interviewed the
comptroller, we interviewed the loan
officer, because for a while there was a
loan officer in place, and we also had
exchanges with the administrative staff that
was in place at the time.

We had conversations with the DM of
ED&T, we also talked with the DM of
Finance, and by the DM of ED&T, I'm
talking about the former DM of ED&T
because all of the work that was carried out
was before the current DM took over the
portfolio. We also spoke with one
representative in the comptroller general’s
office that attended the board meeting in
August of 2006, and we had exchanges
with the comptroller general as well.

In addition, we spoke with the chair of the
board whenever there was a board meeting
and we were notified of the board meeting.
We have attended those board meetings
and have had discussions with the board
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members that were present at the time. A
lot of the time, the discussions at the board
meeting were held in-camera. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Charron. |
guess the other part of that question was;
and | know you have indicated certain
points in the report that sometimes you
didn’t get a satisfactory answer, as you
indicated, for the most part; if you had
satisfactory or unsatisfactory responses
from those individuals. Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
As we mentioned in the report, one of the
main challenges we had to overcome was
the lack of documentation on file, so it was
very difficult for us to see exactly what had
happened.

Obviously, we had numerous issues where
we needed clarification and as we
conducted our audit where we raised
questions with the individuals and asked
for clarification, we did not get all of the
answers to the questions we asked because
of a lack of documentation and also
because there was turnover within the
corporation. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. Let’s
go on to Paragraph 13 and start off with the
observations and recommendations in that
first section. There are managing and
financing activities. I’ll note again that we
just got just before lunch there when our
meeting started yesterday, we got a list of
loans that NBCC has out there.

I’ll ask my question but I’m not sure which
witness will want to tackle it. Thisis a
global list, it has everything in there and we
noted that not all of them are in default, or
arrears, or whatever, but I’m just
wondering if the department or the
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corporation is able to break down the loan
portfolio, including the number of loans
that have been classified as impaired to the
list that was provided to us. Mr. McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
I’ll take that question but I’m just
wondering if you could quickly ask it
again.

Chairman: Thank you, Mr. McDowell. |
was just wondering if it could be broken
down, including the total number of loans
in the portfolio that are classified as
impaired loans is what | was looking for.
Mr. McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
The impaired loans, as of March 31, 2007,
there were nine loans that were impaired.
One of the things that happens, of course,

is we keep the books open for 2007, is that
subsequent events, so anything that is
acknowledged now, must be reported in the
books for March 31, 2007, and since the
books have been open, there has been one
more. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell. All
it talks about is all of the 51 businesses in
Nunavut; there were 62 loans but more
than 51 businesses.

My question to the Auditor General’s
witnesses: was your audit able to determine
if the corporation made any loans since
they reviewed many of the loans since
April 1, 1999 to individuals or companies
in which former employees of the
corporation, current or former board
members, or current or former Members of
the Legislative Assembly have had a
financial interest in, or personal, or family
relationship with principals of that
company, was that something that you
were able to determine throughout your
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audit? Mr. Lennox.

Mr. Lennox: Thank you. Actually, I’ll ask
Madam Charron to respond to that
question, please, Mr. Chairman. Thank
you.

Chairman: Thank you, Mr. Lennox.
Madam Charron.

Ms. Charron: Thank you, Mr. Chairman.
Our audit looks at who the loans were
provided to and how much, and the process
under which the loans were approved, but
we don’t necessarily have the knowledge of
if those companies were provided to board
members or former employees of the board
because we don’t raise the corporate veil
when we look at the information.

We would expect though, that if there had
been any conflict of interest that the board
of directors would have declared the
conflict before, and we are aware that, in
some cases, directors have declared a
conflict. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. If
they determine if any former or current
politicians, Members of the Legislative
Assembly were in there, I’m just
wondering if there were any loans that
required a minister to declare a conflict of
interest. Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
We don’t have this information and we
don’t know. Thank you, Mr. Chairman.

Chairman: Thank you. Again, I’ll get right
into the GN witnesses. The auditor’s report
in Paragraph 19 indicates that the defaults
rate for the corporation’s loans approved
since April 1, 2004, was higher than for
previously approved loans. | am just
wondering if you can give us an indication
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as to what factors caused that to occur. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I will ask Allan to provide that
information. Thank you.

Chairman: Thank you, Ms. Keenainak.
Mr. McDowell.

Mr. McDowell: Thank you, Mr. Chairman.

I’ll first answer the question about the
impairment rate to the entire loans side.
The year ending in 2005, 4.1 percent was
recognized as impaired, in 2006, 15.7
percent of the portfolio was recognized as
impaired, and year ending in March 31,
approximately 13 percent. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
have a follow-up on that question to Mr.
McDowell or the deputy minister. Did the
Minister of Economic Development and
Transportation ever meet with the Nunavut
Business Credit Corporation and give a
suggestion or recommendation on what the
loan loss rate should be for the Nunavut
Business Credit Corporation?

I’m thinking, as it is a lender of last resorts,
you probably normally expect it to be a
little bit higher than a commercial bank. So
I’m wondering if he met with any of you
and the Nunavut Business Credit
Corporation, and gave a percentage, such
as say 10 percent, or 20 percent, or any
other percentage for the portfolio. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.
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Ms. Keenainak: Thank you, Mr.
Chairman. I’m not aware of a meeting
where they discussed that particular rate. |
believe that the current minister has met
with the board at least once but I’m not
aware if that particular issue was discussed.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak for that answer. |
think it’s important that we understand that
the Nunavut Business Credit Corporation is
a lender of last resorts where, normally, we
would expect them to take on higher risk
loans.

So for the board of directors to effectively
make decisions and the staff to do their
evaluations, they would have to know what
type of loans they’re dealing with, and if
it’s a triple A type of loan, you probably
wouldn’t see them coming into the
Nunavut Business Credit Corporation.
They would probably go to the Royal Bank
or another commercial bank.

So I’m wondering how the board of
directors knew that they were empowered,
so to speak, to take on and consider higher
risks loans that they received if the minister
never gave them some clear instructions in
that regard. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. The letter of expectation that
has been provided the last several years has
not been at that detailed level. | know that
they have talked about over-arching
priorities of the government. As outlined in
Pinasuaqtavut, if there are any financial

PaA%a s (ONANJO): Sdb2al™, Ab/RP>Cse,
So>aLE*NCO*L bNLobdC
D>sbbNsbNPZLLLYLC. Ca Mo CDcI
SbNLSbNSbSeYLL®e bNLNaC, SoD>ALENCD™
PY<do CA%a DSb>I/nbLAC
D> CC DSLAUSe Sb>NLE*PCD(,
sdbeal®, Ab/PCSe,

Ab/RPBCSe (OLANJO): Sdv*al™, M PaAa .
MC ACKe.

ACKe ONNNUO): Sdbal™, Ab/DCSe
sgyal®, M PaA®a® PDULAS. AtLADLLS
DPPDLIL HC 0a D Cvd< alloSbsosc
DBPILADL® dI>ANE o P>PLENJ Ldo™L
dCCa vDg ¢ DBIAINNTSIC
SPOSPP>PNSHNCNTTC,

<L ASba ALSeNC Sb>ANASHECS SN
Sb.oACDTC II®ILPCH>oI®IgC
Acn<5bSL*LC bLo<SL*LCHR. Cbdd
Q*PNE AN 0 Ot
CdSbeCGLeIND>E*NCDC Pa PLPdA 0 55 C
P/<o Royal Bank-I¢ DR 5*g¢

o D>PNbbeCas C.

CAL, Ctdd SI“NT*haC Aa o eNDLYe<C
SgCNo PN C AD%DLeC>YaC ALLSh [oC
Nc’?LL CAL*Q A 0¢ dCa s> ot
QLTSI SNC SPISPPPN? Sdytal®,
Ab/RCs®,

Ab/RPCSe (ONANJO): Sdvyal™®, C ACKe.
™ PaAq %,

PaA%as® (ONANJO): Sdbal™, Ab/DCSe,
C*a NN%®b onobD*cs.of <DA*a>N/LI®
>PD>_o¢ M bh ot

aa Ayl CCdeH*NLC

Y2 DNCPYNLbD S LRLd o
LRLbd*0f CAL CAPI< Aa <d®CDc
LRLbd*o PaPyoc

131




reporting requirements, are outlined, as
well as other areas. However, in terms of
the loan loss rate for NBCC being outlined,
I don’t believe it’s been provided in there.
That doesn’t mean that it can’t be for the
future. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak for that answer. |
think where it also becomes important,
again, is at some point, the Nunavut
Business Credit Corporation is going to
have to recommend that certain loans to be
written off, or a provision made for loan
losses, and then that will be on the Auditor
General when they prepare their financial
statements for the Government of Nunavut,
will make note of this and it will come to
the Legislative Assembly, of course, then
the MLAs will be scrutinizing the financial
statements and we would have to know that
there was actually a decision somewhere
made earlier that this is acceptable or not.
So we have to know.

I think it’s important for everybody to do
their job properly and understand what
their roles are. At some point, the Board of
Directors and the staff of the NBCC should
know whether they’ve been given
instructions to deal with higher risk loans.
Even higher riskier type loans, what are
they supposed to do with those? Are they
supposed to just outright reject them or not,
or just tell them to borrow somewhere?

I’m wondering if the deputy minister could
give us some comments in that regard of
what kind of instructions the Nunavut
Business Credit Corporation would receive
from the Department of Economic
Development and Transportation when
they’re being asked to oversee the portfolio
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from the Business Credit Corporation.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
At the official level, when we were taking a
look at some of the old operational
procedures, manuals, and by-laws from the
NWT, one of the things that we identified
was that the level of risk that the
corporation needs to take is something that
needs to be worked on.

One of the things that are going to be
identified in the work plan is that particular
area, the level of risk that the corporation
can take. We will be looking at industry
standards. We’ll also be asking for
assistance from our colleagues from the
Department of Finance on that particular
area.

At this point, that’s where we were looking
in terms of having some kind of framework
in the by-laws, or the operational
procedures manual. But we can take a look
at what you’re suggesting in terms having
it in a letter from the minister. At this point,
that’s what we are considering. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak for that information.
Pertinent to that, looking through the list of
loans that your department provided us
yesterday, | noted that a lot of them are real
estate loans and some of the larger ones are
$1 million. In real estate, it is what it is;
you’re putting up a building. It’s not
creating a lot of employment; initially it
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will but in the long-term, it’s not creating a
lot of employment.

So I’m wondering if you could give
instructions to the Nunavut Business Credit
Corporation as well, what sectors they
should loan their money into having the
most economic benefit to community and
to Nunavummiut. I’m thinking about
sectors where people can work at, they can
enjoy careers training, and not the passive
type of investments where it’s more like a
real estate; you put up a building and then
it only takes one or two people to properly
manage it for the next 20 years.

So I’m just wondering, just looking at the
list of loans you gave, the NBCC has given
out a lot of $350,000, $1 million, $990,000,
$1 million in one community, on real
estate, | just don’t know how that will
really help the economy in Nunavut in
terms of putting people to work. I’m just
wondering what type of instructions your
department gives the NBCC in that regard,
what sectors to help business opportunities
to develop. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak: Thank you, Mr.
Chairman. I’m looking at the letters of
expectation and I’ll have to take a look at
them in more detail. However, | know that
there have been discussions before about
the sectors, let’s say for example, that’s
been identified under the Nunavut
Accounting Development Strategy, the
mining sector, the tourism sector, arts and
crafts, as well as fisheries; those are sectors
that we hope that Nunavut Business Credit
Corporation will be going into. So other
sectors have been identified. Thank you,
Mr. Chairman.
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Chairman: Thank you, Ms. Keenainak.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak. One of the
interesting things about real estate is that
most times, the developers have long-term
leases, whether it’s with the Government of
Nunavut, the Government of Canada, or
land claims organizations. So those are
pretty much the solid gold type of business
development opportunities.

So you could walk into your
neighbourhood bank, or a bank somewhere
in Nunavut, or maybe the Business
Development Bank of Canada, and say,
“I’ve got this 20-year lease for $500,000 or
$600,000 a year,” whatever it is.

Why would the Nunavut Business Credit
Corporation look at a real estate loan for $1
million when there’s probably a pretty
good chance that they could get financed
through a commercial bank, or Business
Development Bank of Canada, or some
other lender other than the lender of last
resort, which is the Nunavut Business
Credit Corporation, which, in our minds,
are supposed to take on a riskier type of
loans that have more chance of failure but
will need a little bit of help that the banks
won’t touch.

Maybe if you could just clarify that for me.
Why is there such a heavy emphasis on
portfolios with real estate type loans?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Ms.
Keenainak.

Ms. Keenainak (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
That is a fair question. | guess one thing
that we should consider is that the clients
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are going to NBCC and going through the
process. One of the things, in terms of
applications, is that they have to show us
that the bank has rejected them, and if the
bank has rejected them, then we go through
the application process and it’s the clients
that go through that process.

I think that you do have a fair question
about some of the clients that may or may
not have been able to go to the bank.
However, at the end of the day, the clients
are coming to NBCC, getting the
application and providing the information.
So I don’t think, at this point, | can answer
that other than just comments. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Keenainak. |
was hoping they had the information but
some of it’s missing. Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Keenainak for that answer.
Again, when | was with the Northwest
Territories, it was kind of an interesting
thing. Clients would come to say, “Well,
there’s no bank in my community.” So they
had to come to the Northwest Territories
Business Credit Corporation, but the reality
is when our loans officers reviewed their
proposals, whether real estate or some
other sector that you’re interested in, they
worked with them and reviewed the
financial statements, or the business plan,
feasibility studies and all of that sort of
stuff, and it looked pretty good. They
would ask then, “Why don’t you go to the
bank, the bank would finance something
like this.”

So I know we had situations, as |
mentioned earlier, where bankers in
Yellowknife, for example, not to pick on
them, but we figured that they were just
automatically, because they had been
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instructed by their head office, “Don’t take
out certain loans. Just sign a letter off
saying we will help review this.”

So my question to you, when loan
applications come in from clients with
respect to borrowers, do your analysts sit
down and evaluate them and say, “Okay,
this is a triple A type of loan. It should not
go to the Nunavut Business Credit
Corporation because we’re a fund of last
resort.” You should be able to shop this
loan application around, whether it’s to the
Royal Bank, or to the CIBC, or the Bank of
Montreal, or the Business Development
Bank of Canada, before you come to us and
say, “Don’t just take one letter of rejection.
Shop it around. Work with a plan to
identify lending sources before you
actually have to take it on through the
NBCC.”

Again, | said some of these real estate loans
are looking very big and | bet that they all
came with long-term leases attached to that
that the NBCC is probably holding as
security now, which a bank would have
done as well. I wonder if you could
comment on that. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
McDowvell.

Mr. McDowell: Thank you, Mr. Chairman.
I would like to follow-up on that. The
member, of course, is absolutely right.
When it comes to real estate, the banks
love to see long-term leases.

I remember on these files seeing the note
that they didn’t come with long-term leases
and that’s what the bank would be looking
for. They weren’t able to fill the occupancy
rate prior to the construction or the
renovation, as it may be, and that’s why
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they came to NBCC. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. McDowell for that. That’s true
but when you do put up a building and then
you get almost 100 percent occupancy, and
suddenly, you do have a triple A type of
project, would the NBCC then take your
client over to a commercial bank after two
or three years, or four years of successfully
operating a business, loan payments were
made on time, then the bank would more
than love to see a client like that. Is that
something that the NBCC has done, or
would consider doing, for some of their
real estate clients? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
McDowvell.

Mr. McDowell: Thank you, Mr. Chairman.
It’s my opinion reading the mandate of the
Act, the reason for NBCC is that all our
clients would, at some point, be able to
move over to the commercial banking
structure, then we take on the higher risk,
we hold them, and take care of them or
provide them with funding until they can
show that they have financial history, the
kind of history that the banks, certainly up
here, require.

So to answer your question directly, yes,
that’s exactly what we would want to see at
NBCC. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. McDowell for that answer. |
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guess reading through the Auditor
General’s Report in the last day and half so
far, it’s probably something that hasn’t
been occurring with much regularity given
the high staff turnover.

Is that something that, once you get
through this process and the Government
of Nunavut sorts out the NBCC, is going to
be in your action plan so that the board of
directors and the staff know what the
ultimate reason is to help clients get in,
help them build a foundation, become
viable, move them on and free up the
money so you could help new clients?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
The re-institution of the procedures
manual, certainly, assists the staff because
with that already built in; of course, we are
going to work on an action plan to boost it.

Currently, the renewal of an existing loan
requires a full application. So it’s built
right in there with the application, of
course, is the requirement for a letter of
refusal. So if they are, at that time, able to
go to a bank, then, of course, we couldn’t
even see the renewal. So yes, that is what’s
happening. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson. I’m sorry, Mr. Buchan.

Mr. Buchan: Thank you, Mr. Chairman. |
just wanted to add a little bit of context to
some of the questions that Mr. Peterson’s
been making. First of all, I’ve been
involved in a number of loan application
reviews, and certainly, the way | would
look at it and the other board members look
at it is that each applications looked at on
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its own merits. There are common types of
applications but it’s not as if you have one
straight real estate deal and it looks exactly
like the other one.

So | would say that we try to look at it on
its own merits and there’s often real estate
development that actually can lead to job
creation, especially in places where there’s
a lack of infrastructure. I know that in the
Legislative Assembly, you discuss these
matters at great length. If there is a housing
or office space in a community, often that
leads to some smaller business or
consulting firm having the ability to
operate there, and certainly, those are the
kinds of things that we, as board members,
look at. So I know it’s a bit of a cliche to
say “passive real estate,” but in some cases
and in some Nunavut communities, you
really can make a case that real estate does
lead to long-term job creation.

The other point | would make is that $1
million is a large amount of money, and it
certainly, for us as individuals to look at
that amount of money, it is huge, but over
the last few years, given the state of our
Canadian economy, the buying power of
our businesses now, our entrepreneurs here
in Nunavut has shrunk. A million dollars
does not buy what a million dollars even
did two years ago. So it is often the case
that they have to look at alternative sources
of funding, and in the future, it might be
necessary to take a look at that loan
maximum amount to consider inflationary
pressures. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Buchan. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. McDowell and Mr. Buchan for
that answer. On the flip side of that, this all
comes down to good evaluation and
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analysis of the proposal, and scrutiny by
the staff, and then scrutiny by the board of
directors.

There’s a risk putting a loan client into
some serious difficulties by approving a
million dollars or more, so there’s that
consideration. A million may not go very
far nowadays when you’re constructing
something, but at the same time, when it
comes time to collect, it could put a real
burden on a client.

Mr. McDowell replied earlier about the
loan rates. | heard 15 percent and there
were some other percentages in there. I’'m
wondering from Paragraph 19 that the
default rate for loans after April 1 was
higher than previously approved, so that
was kind of an interesting comment.

I would have to ask what factors caused
that higher rate to occur, and what process
kicked in by the NBCC board to monitor
the loan as identified as in default and
ensure that it continues to be repaid, or the
business owner is not seriously harmed by
that, and a community as well, because Mr.
Buchan mentioned smaller communities,
sometimes entire communities can suffer if
a key business goes out of business.

How would the NBCC monitor loans that
are in default and work with the clients to
help them work their way out of the default
position, and then, at the same time, protect
the investment that the NBCC made in
their business? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
McDowvell.

Mr. McDowell: Thank you, Mr. Chairman.
Currently, impaired loans, bad debts,
whatever you want to call it, of our loan
portfolio, there are nine loans in default,
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and of those, we’re not receiving payments
from only five of them. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman.
Maybe you could expand on that answer.
Can you tell us how you work with those
five, and then the other four who aren’t
making payments, how are you working
with them to make the payments and help
them manage their business, or improve
their business so they can make stable
monthly payments? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
We certainly attempt to open a dialogue
with our clients. We have certain things we
can do in regard to their payment if it’s
strictly a cash problem. If it requires further
investigation, the best tool for this is
receiving accurate and timely financial
statements from our clients. Without that,
then we won’t know of the problem until
they miss a payment, or until they miss a
second payment, if it goes that far.

Again, it goes to communicating. You have
to discuss with who you borrow from in
any situation that you may have. We’re
perfectly willing to assist them in that
regard, based on the capacities that we
have. | mentioned some of those that we’re
not receiving payments from. We take our
payments at a regular time, and if we
receive a request from a client in written
form, for documentation purposes, if they
need an extra week or two for payment,
then, of course, we work with them.
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So it’s our hope that we can work to
minimize the risk, not only to NBCC, but
as the member mentioned, to the location
in which it is located. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. McDowell for that information.
The loans that are in the list that we have is
pretty extensive; it’s spread all across
Nunavut but you only have staff based in
Cape Dorset. So how do you interact with
your client at the community level in terms
of monitoring their loan?

I know you say you get payments, that’s
one way, but sometimes the payments are
not always indicative of what the situation
of the loan or the client in a community,
which requires visitations, meetings and
that sort of stuff. How would you work
with a client in a community that are in,
let’s say, Cambridge Bay or Kugluktuk? If
you’re over here in Cape Dorset, how
would you help that client with their
business? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.

Certainly, we are across the territory, as
you mentioned and it does require on-site
visits by the investment manager to the
location of the client. That’s how you get
the best feel in case there’s something
going on that you can’t tell otherwise.

Again, though, historical information is
pretty important, so timely financial
statements is a good indicator of current
situations, and then if you require contact
and communication, every hamlet within
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the territory is accessible. So on-site visits,
I know that previous staff certainly
travelled around and the clients appreciated
that, that’s something we want to continue.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. McDowell for that answer. | read
somewhere that the Government of
Nunavut or the Department of Economic
Development and Transportation provided
you with $450,000 annually for your
quarter operations and that would hire five
or six staff, I guess.

You think that that they would be more
effective and efficient that that budget
should be increased to hire more staff,
maybe have some staff based in the
Kivalliq region and the Kitikmeot region
where they can get to a client more rapidly
if they need to be there, instead of having a
fly-in fly-out situation where you’re in
there for two days or one day, depending
on flights and weather.

Do you think it would be more effective for
Nunavut that you should have a larger
budget and be able to have some staff in
the other parts of Nunavut, where you have
a lot of these clients with large loans and
would probably appreciate having more
regular contact with your staff, as you said?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
McDowvell.

Mr. McDowell: Thank you, Mr. Chairman.
I certainly wouldn’t say no to a larger
contribution agreement.

As far as staffing on a permanent basis, the
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regions, | don’t know. It’s very important
for the regions to have representation from
our loans. | don’t know, it’s something that
we have to look at, properly representing
the regions outside of Baffin, and if that
takes a permanent staff elsewhere, I’'m
sure, if that’s what would it would take,
then that’s what would happen .

Once you service the client, the last thing |
want as a borrower is to have my banker
watch me on my daily operations for the
whole year. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. McDowell for that answer.
Sometimes it’s good to have your banker
watching you because it would keep you on
a straightened arrow. | think you would
become a very frantic banker and help you
with some of your problems. If you have a
cash flow problem, he knows your
business; he can help you with your
financial statements.

I know the banker in Cambridge Bay in the
Royal Bank of Canada since they came to
the Kitikmeot | think it was in 1996. They
have been very proactive in working with
business clients throughout the region, and
I noted that there’s not very many Nunavut
Business Credit Corporation loans in the
Kitikmeot, so the bankers are probably
picking up a few of them, which is good
for the bank.

Part of the reason | asked that last question
was, in Paragraph 19, the Auditor
General’s Report indicated that there was
little evidence that loan applicants were
assessed for credit worthiness, or the
viability of the business. So the loan
proposal comes in, | don’t know who’s
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putting it together in the regions, but you
take the application and supporting
information, and then, apparently, you were
the board who was receiving the
information from the staff and then making
decisions on that.

It just seemed to me that, perhaps, you may
require more staff out in the regions that
could do the leg work for you, to go into a
community like Taloyoak, for example, or
Kugaaruk, and sit down with the client for
three or four days and then actually assess
what they’ve got, talk to the local market,
talk to anyone in the community that would
help shed some light on what the potential
borrower’s character’s like and that sort of
stuff. So I think that’s important, to have
more hands-on contact.

However, after saying that, my question is:
when the Nunavut Business Credit
Corporation did receive these type of
applications where the Auditor General
identified that the credit worthiness, or the
viability of business, was suspect but the
NBCC received the applications anyways,
how did they decide which applicants
would receive loans and which ones
weren’t when the whole analysis or
evaluation of their proposals was suspect in
the first place? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
McDowvell.

Mr. McDowell: Thank you, Mr. Chairman.
I certainly can’t disagree with the member.
The due diligence, but I can only speak
from the practices that we’ve put in place
while I’ve been there in regard to due
diligences specifically, and amongst some
of the changes is that we are moving more
in our approach to the critical analysis.

We are moving more towards the debt
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servicing calculation, the ability for the
client to repay, the flow of cash, rather than
just making sure that we have security
coverage. So it’s not just, “Okay, well, who
cares if they fail,” we’re not saying this is
what happened in the past, but the way we
are looking at it is not just, “Okay, well,
they want this much money,” but we have
registered security far in excess of that
amount. So what we’re doing now is, of
course, we want security but we’re looking
more to their ability to pay, the viability
and the success of the business. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. McDowell.
Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. McDowell for that answer. |
don’t know if he has this information but
we did receive this document yesterday that
outlines the active loans or current loans
since April 1, 1999.

I’m wondering if you could give us some
information on how many loan applications
that the NBCC has received since April 1,
1999 and how many were approved, and
more importantly, how many were rejected
by the NBCC? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
McDowell.

Mr. McDowell: Thank you, Mr. Chairman.
I don’t have the information on how many
applications we’ve received since 1999.
However, | have done some analysis on
this and it’s my understanding that, of the
recommendations to the board, there have
only been three rejections. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. McDowell.
Maybe before I continue to Mr. Peterson,
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I’ll look at the time and we’ll continue
tomorrow morning. Committee members,
again, we’re adjourned for the day and
continue tomorrow morning at nine
o’clock.

>>Committee adjourned at 16:54
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