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>>Committee commenced at 9:11

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

>>>Prayer
Chairman: Thank you, Mr. Alagalak. Item

2 is the Review and Adoption of the
Agenda. Agreed?
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Some Members: Agreed.

Chairman: Item 3 is Members’ Questions.
I had Mr. Curley on my list yesterday.
Before you go on, I’ll just mention that I’m
glad to see your luggage made it, Miles.

>>| aughter
Chairman: I bet you are too. Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman. |
welcome all of you back again to the
committee meeting. | had one last question
to Mr. Hanson before moving on. | know
you had quite a lot of questions and so on.
My concern had to do with the... I know
the training issue was part of that and I’'m
glad it was raised. | think it’s desperately
needed and it should be one of the
conditions for appointment of the Board
Members for NBCC. I will not go into that.

There was a lot of talk during the
committee as well during the first session
of committee hearings in November about
why some of the loans did not contain
substantially more due diligence in view of
the fact that many of them did not contain
legal advice. Could you explain a bit about
what your feelings are on that and why the
legal advice was not required with respect
to securities, as well as registering the
securities and all of those? I think it’s
important for us to understand a bit why
that is because I think that was one of the
Auditor General’s findings that, although
the proposals were good, they did not
contain enough due diligence, including
legal advice. I just want your comments on
that if you could. Thank you.

Chairman: Thank you, Mr. Curley. Mr.
Hanson.
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Mr. Hanson: Thank you, Mr. Chairman.
To answer your question, | think the
problem being is the information that was
required in the file was not there. That is
not to say that was not done because it was
done.

Legal advice was always requested for
securities and so forth, and advice from the
lawyers was always given and | know there
were copies presented to us. If it wasn’t, we
always made sure, doing our due diligence,
that that information was forthcoming prior
to the loan being approved. What the OAG
has found is that that information was not
in the file. I can’t say anything more than
that. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you, Mr. Chairman.
Yes, there were conflicting comments. |
believe the advice, I think, provided to the
board, I’m not sure whether or not the
officials provided you with clear
information, at least to the board. Some say
some of the loans are highly recommended
in that case.

I know in one of the comments, | believe it
IS now going to the page where it gives an
example. The Auditor General indicated a
number of times that the loans were
approved but there was no real
commitment from the applicant to really
make their business succeed. In one case,
they said an amount of loan was approved
but shortly afterwards, the business failed.
So that tells this committee that there was
not a whole lot of evaluation done. It did
not say where it was or what amount of
loan was involved in that.

Having heard these things, do you think the
board should be provided with much more
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solid information so that this kind of thing
is not repeated again? Thank you.

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

Mr. Hanson: Thank you, Mr. Chairman. A
very good point and that could be in your
recommendations to the new board and
staff to make sure that does happen; a very
valid point that more information, perhaps,
was needed.

As | said yesterday, what we had to deal
with is what was given to us in doing our
due diligence and making sure the
information was adequate for us at the
time, which we did. I guess now, it wasn’t
enough and that’s what has been brought
out for us to look at.

I don’t have all of the answers but 1’m sure,
when you talk to the staff, they will
probably have a different opinion than what
I have. Again, it is a very good, valid point
and | think that it will be a
recommendation from this committee to
the new board and new staff to make sure
that these are answered and this does not
happen again. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Welcome to the witnesses again today and
the Auditor General’s Office and
colleagues.

I wanted to ask Mr. Hanson; yesterday he
mentioned that he tried to resign three
times with various ministers but that is
probably more of a personal relationship
there. What was your relationship as a
chairperson to the Department of Economic
Development and Tourism or the
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Department of Sustainable Development?
How did you interact with them on a day-
to-day basis, either with the minister or the
deputy minister? Thank you, Mr.
Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman. |
do want to clarify the resignation
comments that I made probably yesterday
and this has given me an opportunity.

I am not a great letter writer and | have not
been for a number of years. | do a lot of
talk. My resignation was always there for
the minister, verbally, in meetings with the
various ministers.

The question you are asking; there was no
day-to-day involvement with the ministry.
There was no day-to-day involvement with
the deputy ministers of the departments. It
was whenever it was needed, or felt by the
chair, to talk to them. To the previous
ministers, again, it was the same thing.

I know when the first minister that |
worked with, Mr. Akesuk, he and | would
probably meet once every month, once
every two months together. Not so much
with the previous ministers. It was mostly
through the deputy ministers but not on a
day-to-day, it was only on a needed basis
only. There was not much there at all.
Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Hanson. Mr. Hanson, the
Nunavut Business Credit Corporation is
one of the Crown agencies of the
Government of Nunavut so as such, the
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minister, he is the head of the department,
but the Crown agency, the Nunavut
Business Credit Corporation, it falls under
his jurisdiction and through him, and it is
accountable to the Legislative Assembly of
Nunavut.

There’s a Crown Agency Council that’s
established to provide what they call letters
of expectation to Crown agencies. Did you
ever receive letters of expectation from the
Crown Agency Council on an annual basis
to give you direction or ask for information
on your planned operations for the year?
Thank you, Mr. Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman.
Basically, no, we never received anything
from them. The only person that ever
received any direction from was the
minister of the day. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Could you clarify for the record, did you
receive letters from the minister on an
annual basis asking for information on your
strategies, your policies, your goals and
objectives for the year on an annual basis?
Thank you, Mr. Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman.
Yes, we did.

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

LRL I NMSINPY*NC CLbd< d<I>GANDC
bLP*LNS Acn<b*NC <CJSLC. Mo Cp<
PDLA® 505 LaLeD>®Ne bNLAY e of
CA%a. 0a 2T.

LRLbIC NI bNLAP g NP LC
Do VSbeCSo<SLC LRLPdC NMSdNPy+e of
PAa®e onDUAD*L*LC NN%®bo® CAL*a Ao
CdD®/LAC LRLd bNLAY g Ja®
DPIJNERN g DNLPho® ALYo® Sb.oADa®
<SaDNsbso<sL MUY sGJe

De/GSADC D®ILA? Sdr*al™®, Ab/RPCSe,

Ab/PCSe (OLNANJO): sdy®al™®, C ACKe.
MC HeNe,

H<4eNe OLANYC): Sdbeal™®, AbYRPCSe, eb,
ANCP>P>Se/L*NCIJC Sb.oADIA*Q ST,
PP<doc DPIAJNT® NP <NIre

ANC>c P>ILLJC [oCrceCeNeg® Dol
Sgheal®, Ab/RPCSe,

Ab/RPCSe (OLANJO): Sdyal™®, C HGYRNe,
MC AChN®.

ACKe ONNNUO): Sdbal™, Ab/DC, L
QDA ADILTQ BPAT QSGJCLE [oCe NNGSa®
ANC>HCc DA’ SboADa®

DL H*LAYDPNCDSo<SL LYY <5Gdo<wD ¢
DBCPHo<seD I SGJCLC
CALACD®CDRPBAL? Sdy*al™®.

Ab/RPBCSe (OLANJC): Sdv*al™®, MC ACK. MC
HqeNe.
H<eNe OLANJC): sdy®al™. A.

AP/ XPCSe (OLNNJO): Sdy®al™, MC HGeNe.
C ACN®.




Mr. Peterson: Thank you, Mr. Chairman.
Could you tell the committee how you
received those letters from the minister,
how you processed them? Did you respond
yourself or did staff write the letters or did
you take it to the board of the directors,
have a meeting, and then incorporate all of
the comments and information into a letter
and respond back to the minister? Thank
you, Mr. Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman.
When correspondence came from the
ministry, it was always brought to the
board for discussion at the next face-to-face
meeting. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Hanson. When you responded to
the minister, to his letters for information; |
have a letter here dated November 11, 2006
in which you sent to Minister Akesuk and
you’re actually referencing a response to
your letter of expectation for FY 2006-07.
You open up, “l and all of NBCC’s Board
of Directors have looked forward to receive
your letter of expectation for FY 2006-07.

This important document sets the Nunavut
Business Credit Corporation’s priorities
and establishes policies for the coming
year. So when you sent those letters to the
minister or his representatives, did they
provide feedback to you on what you were
telling them in your response to their letter?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
Hanson.
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Mr. Hanson: Thank you, Mr. Chairman.
Again, the letter you’re referring to is the
2006-07, 1 guess, November, you were
saying. I’m sorry, 1 don’t remember the
content of the letter, but it’s there.

And again, once we replied to the ministry,
it had been discussed at the board level,
and then of course, it’s given to him, and
from there, no, it would not, I think it
wouldn’t come back again. It would be
strictly with staff from the deputy minister
and the staff that would be acting on the
recommendations. As a board, at the next
meeting, we would be told the action that
has been going on with the letter but |
never received any correspondence from
the ministry after the letter that | responded
to him. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Hanson | noted in this one letter
that there were several politicians and
senior officials copied; Minister Simailak,
Premier Okalik, Minister Tapardjuk, Peter
Ma, Mel Orecklin, Alex Campbell, Rajan
Jhaveri, so it’s clear that you wanted all of
the individuals to know what the Nunavut
Business Credit Corporation was planning
to do for the upcoming fiscal year. With
that in mind, did you have a day-to-day
relationship with the Deputy Minister’s
Office of Economic Development and
Transportation? Thank you, Mr. Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman.
No, I did not.

Chairman: Thank you, Mr. Hanson. Mr.
Peterson.
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Mr. Peterson: Thank you, Mr. Chairman. |
just wanted to... just give me a second here.
There was a situation that developed I think
in early 2006 where the department wrote
to yourself, as chairperson, stating that the
CEO of the Nunavut Business Credit
Corporation was being reassigned in terms
of his reporting relationship that he wasn’t
going to report to you, as chairperson, and
was to report to the Deputy Minister of
Economic Development and
Transportation.

So I would like you to give me some
comment on that. How did you feel that the
CEO, who reports to you and through you
to the board, was now finding himself
reporting to the Minister of Economic
Development Transportation? How did that
relationship work where your senior
employee is not reporting to you any more,
he’s reporting to the Deputy Minister
Economic Development Transportation?
Thank you, Mr. Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman.
Basically, there was an imaginary line
that’s still there and | must commend the
CEOs because | was always informed on
what was going on, and that kept informed.
I was rather hurt to think that that would
happen, yes. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Mr. Hanson, can you tell us who conducted
performance appraisals for your senior
official, your chief executive officer, when
you reported to the Nunavut Business
Credit Corporation? Thank you, Mr.
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Chairman.

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

Mr. Hanson: Most of the time it was done
by the deputy minister and we always
found out after that it was done. Thank
you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Could Mr. Hanson clarify that the CEO
was an employee of the Nunavut Nunavut
Business Credit Corporation, but you’re
saying that his performance appraisal was
done by the Department of Economic
Development and Transportation? Do you
think that’s an appropriate relationship?
Thank you, Mr. Chairman.

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

Mr. Hanson: Mr. Chairman, no, | do not
think that’s appropriate. | think it should
have been done by the chair and the board
for sure. I know our previous CEO was
definitely looked at by ourselves because
we were requested by the deputy minister
to have some input into the evaluation even
though he did not report to us or to me.
Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Could Mr. Hanson tell us, if he as chair,
was ever directed by the Deputy Minister
of Economic Development and
Transportation to conduct a performance
appraisal of the chief executive officer’s
performance? Thank you, Mr. Chairman.
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Chairman: Thank you, Mr. Peterson. Mr.
Hanson.

Mr. Hanson: No, | was never asked.
Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Can Mr. Hanson indicate whether he
knows if the chief executive officer was
asked to prepare a draft of a performance
review on himself for the chairperson’s
signature? To Mr. Hanson. Thank you, Mr.
Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman.
As | said, the previous CEO, | did do one
on him and did recommend that he did get
his increments once we discussed it with
the deputy minister. So there was one, yes.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Hanson for that answer. | have a
copy here of a letter. It says, “Confidential
Government of Nunavut Performance
Review System Form.” It identifies
employees. Mel Orecklin reports to Robert
L. Hanson, Chair of NBCC, but it was
dated in the period of July 13, 2004 to July
22, 2005. It’s actually unsigned but it looks
like it was prepared by somebody. The
CEO, Mel Orecklin, didn’t sign it and you,
as chairperson, didn’t sign it and it looks
like it was prepared to be signed.

So I’m wondering, Mr. Chairman, if Mr.
Hanson can dig deep into his memory and
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see if he can remember whether he asked
for it to be prepared, or did the department
ask for it to be prepared, or did he himself
prepare it. It’s quite an interesting
document. Its achievements and
everything, it says “exceeds requirements,”
and on a rating system of one, two, three, it
had lots of threes and two pluses and it
wasn’t signed. So I’m just wondering: what
was the purpose of that document if it was,
in fact, prepared to be signed? Thank you,
Mr. Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman. |
don’t recollect that letter. I’d have to see it.
Maybe if I could see it I could discuss it
and report back to you later. | just don’t
have it in front of me and | can’t answer. |
want to read the whole context of the letter
to make sure that I did see it.

As | say, | did receive a letter from the
deputy minister copied to me that was for
the senior manager’s annual merit and
bonus, and the way the government
structure is set up, there are certain bonuses
and merit increases and so forth that are
given. | know that was done | think some
time in July of 2007 and that was signed by
the deputy minister. That’s the only thing
that | can recollect that that was done but |
would have to see the letter, Mr. Peterson,
so | could look at it before I want to
comment on it. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
It’s not actually a letter. It’s an eight or
nine page performance appraisal form, so
it’s quite detailed. It comments on the goals
and objectives for the previous fiscal year
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in terms of one, two, three rating scale and
it says how the employee exceeded
expectations for the Nunavut Business
Credit Corporation.

Having said that, Mr. Chairman, can the
chair tell us: did he have any occasion to
write a letter to the CEO, Mr. Orecklin,
reprimanding him for his performance as
CEO? Thank you, Mr. Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman.
Just to go back to your question, Mr.
Peterson, | know there was a time when |
discussed that letter which you’re referring
to, it just came to me, with the CEO. Now,
if I signed it, I’m not sure but I remember it
being given to me, I can’t remember by the
deputy minister or by whom, but it was
definitely discussed.

And yes, to your second question, there are
letters in Mr. Orecklin’s personal file that
are personal and confidential of a
reprimand. Yes, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Hanson. As | indicated earlier
that this document is eight pages long. It’s
on a Government of Nunavut performance
review system document and it sets out
goals and objectives that are met or not
met, or it says that number one would be
‘Did not meet,” number two is
‘Succeeded,” and three, ‘Surpassed.” On
every one of these on two and half pages it
says two plus or three, and there are only a
few twos.

So, obviously, the CEO was or whoever

NP R *NC de*Peg ™[ o¢ Lcb %
CAL%a 4%pPeC>R<bcCa oo
ovPD>N/Lod Ho onPMy>Yo Cbd<d oa D
Q'Fobe ot PaPYedd\e d<I>GANTJC.

<AL CALAC®bPN=H*L C*aSbA
ASYRPCALDY® DSHDYALeQ o> PRegb,
DRV GNP NNGC>SLALE NNGALT
LEPLBHALDYIC, TC DAPPLIC, AoN® o,
Ac®N®eCHTSLE A%ba ALCN<* 550U
ASRNPd. Sdy*al®.

Ab/RPCSe (OLNANJO): Sdvyal™®, C ACKe.
MC HA*Ne,

H4eNe OLANYC): Sdv®al®, AbYRPDCS, CA%a
AA®RINNEOALAC DNBALN D, A, SH>NLI*L
CL*a. NN%Hse DSh>IALAC DNPANbA®Q S SJ.
NNGALT <I*N<sebse N> >SL Led
QO PY<oc A%bDLI*L Céd<d NNSebe
>R oC SHACDC PSe/LLLC Mo CP<
DL 0C DSb>YALD>c nc Db/,

dAL C*a dA®dNC, A, T°C DAbc®
<AKLSIN*PEC DsedCse Lo NNGSe/LIeCc®
CALAS®, sdy®al®, Ab/RDCS,

Ab/RPCSe (ONANJO): Sdyal™®, MC H<G*Ne,
MC ACKe,

AChe ONNNUO): Sdval™, AbYRDCS L5
sdbeal®, MC HGEN®, DSbeb>ULLAC P >CNse
Cbd<d NN%bE 8-g° LALC®. LRLMI 5

ASPba ALCNKSLELE SbD>AND>NNSHECeCH g
CCNeC>ROD G CALACD 0 NNGSeILE S0
DGLEN DAL A2 JNY DL e

b’ D>, 3 dodNo <o, Cbd
ANPNC®CH>ALICLE LSPeoNe LALSe
<™ Y ad 5 oNe 2, 3-c/LIC CAbI
>0 5N,

ASba AY N<SaGeCPR o PeD® JH >

13




was grading was thinking he did a
superlative job as a CEO and it was drafted
for your signature but it wasn’t signed. So |
don’t know if you were planning to have it
signed, or if it was set aside for further
review. We have it here. It was provided to
us by the Department of Economic
Development and Transportation. Actually,
we just got it yesterday, so the document
does exist. Thank you, Mr. Chairman.

Can the former Chairperson of the Nunavut
Business Credit Corporation gave us a
sense of what did he see as chair
developing within the Nunavut Business
Credit Corporation’s administration that
caused him to write a letter on April 26,
2006 to Mr. Orecklin where he said, “I had
discussed the letter with the Deputy
Minister Alex Campbell and I can confirm
that we have great concerns contrary to
your ongoing assurances, and regular
reports indicated that the operations were
up to speed. They are in fact not.” What
caused you to write that letter? Thank you,
Mr. Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman.
Concerning the information that we were
receiving from Auditor General in their
findings when they went to do the audit
and the information that | thought was in
the file that was supposed to be there was
not, and | think the letter was mostly due to
the administration only, of running of the
office. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Hanson for that answer.
Yesterday, Mr. Chairman, the former
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chairperson indicated that the board of
directors would do due diligence, or review
a loan application, when there had been a
due diligence completed by the staff before
the board would review the application. In
that letter dated April 26, 2006, the
chairperson writing to the CEO, it says,
“As a result, members meeting binders are
not once again available within the
established guidelines set by the board. As
a result, the members are not able to neither
prep themselves or do the necessary due
diligence to effectively deal with the work
prior to and during board meetings.” Can
the chairperson explain to us what effect all
that was having on the board of directors in
terms of making good solid decisions on
loan applications that they’re receiving to
review? Thank you, Mr. Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman.
The biggest problem we had was not
receiving the package prior to a meeting so
we could actually read the information
prior to going to the meeting. Thank you,
Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Hanson. | recall of my days
when | was on the Northwest Territories
Business Credit Corporation and you were
on there as well for a period of time. We
would receive our packages a week to two
weeks in advance, complete packages. So
when we had reviewed them, then the
board of directors would attend the loan
meeting. We had all of the information and
we had time to go through all of the
applications, all of the backup documents,
all of the policies, everything, the credit
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collections part, the whole kit and
caboodle.

So what you’re saying with this particular
CEO is you’re only getting that necessary
information at board meetings. Were you
actually getting the information, or were
you only getting some of the information
that you thought was necessary to conduct
your business? Thank you, Mr. Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman.
The comment about the NBCC and the way
that the information was forthcoming to us,
I know what Mr. Peterson is mentioning
and yes, it was always available, but both
Mr. Peterson and | know the amount of
staff that the Government of the Northwest
Territories had to prepare the information
for us was always more than adequate.
Even members of our board at the time
were then members of that department, so
all of the information was always given to
us well in advance.

The problem we’ve had was dealing with
the office and the lack of staff; the CEO
had a real hard time on his own with one
secretary. Trying to do our work packages,
it was always the excuse was not enough
staff, and there wasn’t. Again, that’s not
really our problem as a board. We needed
the information that was just never
forthcoming.

I think what brought that letter to a head,
that Mr. Peterson is discussing, is from a
report that we received from another
organization that came in to do some work
for us, MacKay Landau, and | think that’s
maybe the letter that you’re referring to and
why that was written. Thank you, Mr.
Chairman.
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Chairman: Thank you, Mr. Hanson. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman.
Yes, in fact, there is a letter dated April 11,
2006, it’s from MacKay Landau addressed
to Mel Orecklin, “Private and
Confidential,” it is copied to yourself, the
chairperson, and Ruth Niptanatiak-Wilcox,
as vice-chair, and then | noted that the CEO
actually commented and then had a
management response from MacKay
Landau. I’m sure we’ll get to that later
today or this morning on some of the
comments or criticisms that the CEO had
about that outside the review.

I just want to follow up, Mr. Chairman,
yesterday | was asking the chairperson
about these two loans for $1 million that
went to the board and went to the
minister’s office. You just indicated that
the CEOQ and the shortage of staff to help
him complete his work, but when those
applications came to the board of directors
for review, in your opinion, were they
complete to your satisfactory for review by
the Business Credit Corporation? When
I’m talking about a complete review, you
have all of the necessary information that
the board of directors would require to
make a solid decision to approve or
recommend to the minister. Thank you, Mr.
Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman.
Yes, it is not that the information was not
made available to us because at every
meeting that we attended, the packages
were always there and all of the
information was available for us to do the
due diligence and make the decision. The
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only thing that may not be there would be
some information that needed to be
followed up prior to the recommendation
going to the minister. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Hanson for that answer. Would
there ever be an occasion where a board
would not see their own internally
produced review analysis on a loan
application before they recommended the
approval or rejection? Thank you, Mr.
Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman.
Can you clarify the question that you are
asking me, Mr. Peterson? | do not
understand the question. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Hanson. Mr.
Peterson, can you please verify your
question for Mr. Hanson? Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman.
What I’m asking is: the Business Credit
Corporation has staff members who receive
applications and they would normally
review the applications. Before they would
be approved or presented to the board for
approval, were there any exceptions to that
where an application would be received
and then would be presented to the board
of directors without an actual detailed
analysis and evaluation, and
recommendations by the CEO and/or the
loans officer within the Nunavut Business
Credit Corporation? Thank you, Mr.
Chairman.

ACSbSHCCc B>+ IPPRNC DNPNC PYJo<IJC
bLNyAL<SbcP>eCC Cod<

o DU o<dc®N5NC CLbd<
Ac<NGC®CEC [N of.

Ab/RPCSe (OLANJO): Sdv*al™ MC HG*Ne,
MC ACKe.

AChe ONNNUO): Sdval™ Ab/RDC MC HG*N®
PD>UAC. AL*aQ ACDSHSHECSeYLc P \Sopse)gb
bNLS CdbCaa*M<<C NBPNCHLC Qb LAD<
Ao<lo AL%a SbD>ANPNNa<seC/ Mok ot
DG®DC IISdL > oIS 50 G C Do <JC
QrPSeCP>c PPN NC CLbd<d <ID®DIPNPR>NC
CCN%YLLC, Sgyal®.

Ab/<XPCSe OLNNJO): Sdy*al™® MC ACKNe, C
HGeNe

H4ehe ONANJO): Sdveal™ Ab/PCSe,

DPYA e NENN<ebea P> AL <IASdC
JAA®INPYAS TSC ACK®, DPP**abd <IASdE,
sdyeal® Ab/QDCSe,

Ab/RPCSe (OLANJO): Sdyal™ MC HG*Ne,
MC ACKN® DPYa S/ NP<lc>.C.

AChe ONNNUO): sdv®al™ APYRPDC. JANS™
AL%*a. Cbd<d NBCC-d¢ ASba AbeN*PC ALLC
Db/SPNo® D%DSo5 ¢ CLed<
QPBCP>C PPN N De/GDHCHLC bNLN of
QYPSPCPSHEC PP<LE PR HgC ALY Cod<
CCNSeILYC bNLAOPC>NONC AL
INPNMa ADAPHD>OSPCSbe*N<<C
ADSINNND NNGSALT I PSehJLse

Do o *M<<N¢ Ced<d bNLA>N“¢ NBBC-d*of.

18




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

Mr. Hanson: Thank you, Mr. Chairman.
No, all information was always made
available to us. When the loan came before
us, the information that was presented is
what we were discussing in the meeting.
Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Hanson for that answer. | am
looking at a letter dated May 24, 2005 from
the Nunavut Business Credit Corporation
to an individual named Verdun Noel,
Senior Analyst, Economic Development
and Transportation, concerning these two
loans.

I will just read for the record so that
everyone knows what | am talking about.
“Verdun attaches my letter of
recommendation on the above two loans,
‘NBCC did not write a separate report of
due diligence as material in the application
is more than adequate substantiation.””

Both reports are written by Warwick
Wilkinson on behalf Pirugsaijit Ltd., the
overseeing management company.
Warwick has my highest opinion. His
analysis is complete, accurate, and wholly
satisfactory to the Nunavut Business Credit
Corporation.

My question, Mr. Chairman: did the board
of directors rely on analysis of the
applicant for the recommended loan, or did
they rely on an analysis of the CEO of the
company? He’s clearly saying in his memo
to Verdun Noel in ED&T that NBCC did
not write a separate report of due diligence
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and that the analysis was complete and
accurate, and wholly satisfactory to the
Nunavut Business Credit Corporation.

Mr. Hanson, could you clarify what exactly
was going on at the time when these two
loans were being considered, approved, or
recommended by the Nunavut Business
Credit Corporation? Thank you, Mr.
Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman. |
don’t have an answer for you, Mr.
Peterson. | would like to, | just don’t have
one. | know when the loans were given to
us with the recommendations, that’s what
we dealt with. I’m not aware of this. It may
be there. It may have been done. Perhaps, it
may have been something that the board
discussed and made their recommendations
with, and they felt it wasn’t necessary to
have additional information and they
passed the loan. Again, remember, it’s the
members that make the decision, not the
chair. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
would like to turn my line of questioning to
Mr. Orecklin. Perhaps, he can help clarify
this for us.

Mr. Chairman, I’ll read again a memo from
May 24, 2005 from Mr. Orecklin to Verdun
Noel, Senior Analyst, ED&T, regarding
these two loans for $1 million each.
“Verdun attaches my letter of
recommendation on the above two loans,
‘NBCC did not write a separate report of
due diligence as the material in the
application is more than adequate
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substantiation.””

The overseeing manager, Warwick, has my
highest opinion. His analysis is complete,
accurate, and wholly satisfactory to the
Nunavut Business Credit Corporation. Mr.
Chairman, can Mr. Orecklin tell us: did he
complete an independent analysis,
evaluation, and recommendation to the
Nunavut Business Credit Corporation on
these two loans to Ilagiit Limited and
Kangirliniq Developments Limited for $1
million each, and then present them to the
Nunavut Business Credit Corporation
Board of Directors? Thank you, Mr.
Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman.
We most certainly reviewed the material by
Mr. Wilkinson. His applications were as
clear, well thought out, logical, and
complete as | have ever seen in my life. To
have completely duplicated that | felt was
unnecessary, however, we reviewed it in
detail to make sure that what Mr.
Wilkinson had put down was reasonable
and it most certainly was. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin for that answer. | don’t
think I understood what Mr. Orecklin was
saying. The applicant is applying for loans,
so his application was so complete that you
don’t find it necessary to do a due
diligence, review his financial statements,
review his projections, review all of the
extra stuff, and do appraisals. This is the
stuff that one would expect a lending
agency to do. It’s not stuff you would
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expect the applicant to do, to conduct their
own due diligence on their own
application. That would be the role of the
loans officer or the CEO.

Most applicants are trying to put their best
foot forward, so it’s your job as the CEO or
loans officer to pick holes, if you will, in
the application to see if there are any
deficiencies, any inconsistencies, anything
that could possibly set this loan up for
failure.

So you find that and then, based on your
analysis, you make your observations and
recommendations to the board. That’s what
they hired you to do because they can’t do
it themselves. They can sit there as a board
member and ask questions, and then you
can analyze it.

I know if I’d sat there as a board member
and you told me that, | would have been
shaking my head because that’s just not the
way loans are processed. So I’'m
wondering, Mr. Orecklin, why you felt that
you should handle these two particular loan
applications that way. Thank you, Mr.
Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman.
From my memory of the application, it
could have been used as a model in a
textbook for the analysis of a loan. I, of
course, reviewed each line, each projection,
and each ratio for correctness, for
reasonableness and found it so.

If Mr. Wilkinson had ever offered his
services to NBCC as an investment
manager, | would have gladly interviewed
him. It was a very complete application, it
looked at the ups and the downs, the
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potential losses and | accepted what was
there. It was not done without careful
review. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Just for the record, | don’t know these two
companies. I’m sure they’re good
companies because | don’t think there are
any... | don’t want to cast any negative
light on the companies. All companies do
is they apply just like all of the other
companies in Nunavut here. There is the
Nunavut Business Credit Corporation that
has a lending program so that all business
can apply, that’s their right.

Your job as a CEO is to ensure that the
businesses are eligible, that they qualify,
and that the information is analyzed,
evaluated and presented to the board of
directors so they can make a good solid
decision on behalf of the Crown agency
and the people of Nunavut but you’re
telling us that this is a model application.

In your letter yesterday, your opening
comments, you say, “In my interview, |
admitted to having no experience in the
financial sector. So it’s not surprising then
that | failed to uphold the standards
necessary. | did not know what the
standards were and as the previous CEQ’s
knowledge was no better than mine, there
was no history on which to lean.”

So you’re saying this was a model
application but yesterday, in your opening
comments, you’re saying, “I didn’t have
the necessary experience in the financial
sector to uphold the standards necessary.”
So I’m wondering Mr. Orecklin, how is it
possible for you to tell us that this was a
model application? Thank you, Mr.
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Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman. |
certainly learned within the job. | took a
number of training courses and that by
then, I had seen quite a number of
applications and was able to base the
opinion | just provided on experience |
gained within the job. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin for that answer. So
when you set the proposal, I’m just trying
to follow the process here, the trail that
these two loans fall in, it could be for any
million dollar loan, or any loan over
$500,000 actually. So it’s not necessarily
these two loans but you sent them to an
individual named Verdun Noel, Senior
Analyst at ED&T. What was his role in the
review process as you understand it? Thank
you, Mr. Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman.
Verdun acted as an intermediary between
NBCC and ED&T. He worked directly for
the deputy minister and was the central
point of contact for NBCC with the
department when there were things that
were going to the government, for instance
budgets, they would go through Mr. Noel.

Normally, he would be the person | would
address the applications that were going to
the minister, and he would make sure that
the paperwork would be done correctly and
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that the minister would receive the
package. | do not know whether ED&T
undertook its own independent analysis of
any loans. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
In correspondence that you sent the
department, you said that, on these two
loans, these are independent developments
from two unrelated companies, and under
the NBCC Act, each may apply for a loan
of up to $1 million. We know that they’re
not independent. It’s clearly shown in their
financial statements that they presented to
the Nunavut Business Credit Corporation
that they’re not independent.

So I’m trying to find out what kind of
analysis you did or Mr. Verdun did to
establish the relationship with these two
companies before they were recommended
to the minister for his review or
recommendation. Thank you, Mr.
Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman.
In my opening remarks, | commented on
those two loans and | know that Mr.
McDowell, in the first set of hearings, was
able to go back and take a look at some of
the documentation. I’ve tried to search my
memory and I’m afraid that | would be
amiss if | could add anything to the
statements by Mr. McDowell. Thank you,
Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.

Do uP>SbeCadsone, AR <IN nAbdC
SOD>ALYNCOL ALTPdC SPISPa SheCseY oL LT
DPYSPNo® Pabl ot ID%IIPL NN,
sdyeaql®.

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

ACh® ONNNUO): Sdval™, AbYRPCS. NNGo
C2%L > NCPC®Da® Db PGAS LSP* of
Cedo™L Cbd<dJse ALdsed™
DoYS>N<nY>P/LYC NBCC-do“5 Cbd<
$1,000,000 >*LC&CoNe ALTd*a*MLC

QO ADILEN®IC Pa Dot ALTbdS/ L% LLC,

Sb>paAD%L Sb.oADT? SPIPa SasL LA™
Lo CA%*a I'C C%, ohCde
<Dcdycbc Do *Lo PrrPa*odso™L.oc
doybc Do lLo? dyeal®.

Ab/RPCSe (ONANJO): sdy2al™®, C ACKNe.
MC DAbce,

Pabc® OLMNUC): Sdyeal™®, AbYRDCS,
LDAPKPNeo DSbDYSbe DD, Cod o™l
L5Pe_0¢ D%DI®CHIAGT®oC. MC LeC>2
SODALYL YT ac® NP>, bNLNENN< Y
SPrsPaJase/c >SLE DN Ho
NNGHC>Rc<ILhT ST,

ASbAQ ASHECc D>SGHSGL LM,

Ac <Y M *a L C L C>

D>Sb>I/nc D>eCeab. Sdy*al™.

A/ <XPCSe OLNNYO): sdy*al®, C Drbdbce.
MC ACKe.

ACNe OLANUO): sdyeal™®, Ab/RPCS, C

25




Can Mr. Orecklin tell the committee if he
recalls how many other loans that he
recommended for approval without doing a
separate due diligence? Thank you, Mr.
Chair.

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

Mr. Orecklin: Thank you, Mr. Chairman.
We most certainly reviewed the material in
detail. It was not like we simply took the
piece of paper and said, “This is correct.
Thank you very much.” We did as much
work on that as we would have done on
any other application. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
think there were several loans, I’ve seen the
list. There were several loans for over
$500,000, so that went to the minister’s
office. You said you didn’t do any... only
on these particular loans. Why were these
particular loans unique in the sense that
you didn’t do a separate due diligence?
Thank you, Mr. Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman.
The reason is the quality of the application.
It was significantly better than any other
application that NBCC had received.
Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Mr. Orecklin, did you present your analysis
or this information to the Board of
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Directors of NBCC and did they concur
with your assessment? Thank you, Mr.
Chairman.

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

Mr. Orecklin: That would be the normal
course of action, Mr. Chairman, and I’m
sure that our minutes would follow that.

Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
You state in your letter that the loans were
approved at their regular board meeting on
Friday, May 13, 2005 and copies of
minutes of this meeting would be sent to
the department upon approval.

To the best of your recollection of that
meeting on May 13, 2005, when you
presented these loan applications, did the
board of directors have any concerns about
the way you presented the applications to
them without your own independent CEO
loan evaluation? Thank you, Mr.
Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman. |
believe that we followed the procedures as
required. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. I just
have a couple of questions to follow-up on
that. I believe that in your capacity as CEO
and also for the board, the board members,
is to ensure that the rules, procedures and
the laws that govern that agency are
followed and adhered to, and that
applications and applicants are looked at to
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ensure that they comply with everything
that’s related to it.

The two loans that Mr. Peterson was
talking about, it’s observed in the Auditor
General’s Report that it’s clearly, as Mr.
Peterson was saying, there are the ones that
are wholly owned subsidiary of the other.
The Act clearly states that no related
companies will get more than $1 million,
and yet, in your letter, as Mr. Peterson
pointed out, to the minister, it states right
here, “... these are independent
developments from two unrelated
companies under the NBCC Act.” | guess
given that information that one’s clearly
wholly owned by the other, how could you
have indicated to the minister or to the
board that they were unrelated companies?
Mr. Orecklin.

Mr. Orecklin: Mr. Chairman, | find it a
little difficult to answer that, but what I’ll
say is that | was very aware of what the Act
read and that | must have, at the time,
believed wholly that they were unrelated
when | wrote that letter. To have said
otherwise would have been potentially
fraudulent and | don’t believe that | would
have acted that way. | know | would not
have acted that way. Thank you, Mr.
Chairman.

Chairman: There | go putting my hand up
again.

>>[ aughter

Chairman: In the review of this, as Mr.
Peterson pointed out in the financial
information provided in the application, if
that was reviewed, it truly showed that
they’re related.

So I’m just wondering if that review was
done, as you had indicated it was, why that
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wasn’t picked up on it and I’'m sure, with
the simple fact that you make it clear in
your letter to the minister that these are
unrelated companies, that that was
something that was looked at. Yet, in the
information provided by them, it seems like
it’s clear that they are.

So I’m just wondering how, as you had
indicated that you guys did review it, the
application and all of the information, to
make sure everything was right, that that
wasn’t caught. Mr. Orecklin.

Mr. Orecklin: Mr. Chairman, | really wish
I could give you a more clear answer but
I’m afraid that I cannot beyond what I’ve
already said. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. |
guess the other thing that you pointed out is
in your letter as well as Mr. Peterson asked
you on is the fact that “the application
looked good so we’re taking the applicant’s
word that everything is fine.” Did the
applicant inform you or any of the staff that
they were in fact unrelated companies? Mr.
Orecklin.

Mr. Orecklin: Mr. Chairman, | have to go
back and stand behind what | said in my
opening remarks. | cannot say anything
further without access to previous records.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. On
those two loans, I’m going to ask Mr.
Hanson: was the issue of the related
companies, if you recall, was that brought
up at the board meeting when the staff
brought those applications forward to the
board for approval? Was that something
that was brought forward and discussed?
Mr. Hanson.

Mr. Hanson: Thank you, Mr. Chairman. |
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hate to say the same thing, | don’t recollect.

It might have been, again... it’s just not
there. | just can’t answer that question, |
would like to.

If it was, in any way, hinted that it would
be, then it would have been discussed by
us. I think the recommendation of the staff
that it was not the same as the other
company and we just carried on with the
recommendation through the board. I do
not know.

If I may, your colleague at the far left of
you has had his hand up for quite a while.
Thank you, Mr. Chairman.

Chairman: | know. Thank you, Mr.
Hanson. | have him on my list. | guess
maybe generally, | would like to ask Mr.
Orecklin on analysis of those applications:
was it you yourself that did that or was
there someone else that reviewed that
information on the applications? Mr.
Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman.
My memory says that Mr. VVoakes was
involved with that also. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Orecklin.
Then, maybe Mr. VVoakes, we’ll ask you
the question. Was that something that you
looked at in your review of that application
as far as the relatedness of those
companies? Was that an issue that was
brought forward or identified in your
review? Mr. VVoakes.

Mr. Voakes: Thank you, Mr. Chairman.
With respect to the perception that’s
happening here is that Mr. Wilkinson
presented us with a complete application
and that was forwarded to the board, and
that’s not the case. The case is that these
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two companies had previous loans with
NBCC, they were paid regularly, and one
was paid off successfully. We were in
regular contact with Mr. Warwick at all
times. Mr. Warwick informed us that he
would like to make another application for
another loan.

We go through the process of sending out
an application form with a letter that
indicates all of the information that we
need, such as bank statements, a letter of
refusal, all of the items that we need to
process the loan.

During our due diligence, I actually went
down to Rankin Inlet and we took pictures
of the assets. The pictures should be on file
in electronic form. We interviewed Mr.
Warwick down there; we looked at the
records and at the facilities; and we made
sure we had all of the bank records and
everything in place so that we verified the
application.

The package that was put forward to Mel,
at the end, was the package that Warwick
put together after a long period of
communication and due diligence by the
part of NBCC. This was the final package
from the correspondence, phone calls and
visits, and all of the work that we put in to
make sure that the loan application was
complete. When we received the packages,
everything was in order as if we were to
put it in order. Mel took them at that point
and moved forward with the application.

The question was, “Were we aware that the
companies were related?” There was an
issue there. We went through a process of
trying to define the related companies, and
I know Mel spent a large amount of time
speaking with a lawyer and doing some
research.
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If my memory serves me correctly, I think
the legal advice was that they were not a
related company because within the
Corporation Act, they are separate and
even though they have a same number of
shareholders that the shareholders actually
held shares differently or separately. I’m
just speaking from memory and hearsay. |
wasn’t completely involved in the process
of determining if it was. My opinion from
the information that was forwarded to me
was that they were not related companies.

We also asked an independent source to
evaluate it from Revenue Canada and |
think that source also came back saying
that they were separate, they paid taxes
separately, and they were independent with
respect to Revenue Canada’s definition.

So | can understand the confusion because
we, at NBCC, were getting mixed
messages. Unfortunately, this was after the
fact but maybe it wasn’t, | can’t remember
the timing on this. I know that Mel often
asked the Auditor General their opinion on
issues and 1I’m not sure if Mel spoke to
them on this. | think, if I remember
correctly, we were getting conflicted
information but I do not believe that the
information was sent back to the board. 1
think it was just moved forward to the
minister that they were not unrelated. |
hope that answers your question. Thank
you.

Chairman: Thank you, Mr. Voakes. |
guess, maybe | just want to get for clarity;
you said there were different views. My
understanding of the process is that the
corporation did in fact have a policy
defining what a related organization or
related parties were. Maybe just to get it on
the record again for the benefit of everyone
that’s here, from the Auditor General’s
Office, if they could just inform us what
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they used in determining what a related
company was when they were reviewing
the files. Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
In the case of NBCC, the NWT procedures
that were inherited upon division talked
about approving credit facilities for related
parties. The definition that they have is that
parties are considered to be related when
one party has the ability to exercise directly
or indirectly, control or significantly
influence over the operating and financial
decisions of the other. Two or more parties
are also considered to be related when they
are subject to common control or
significant influence.

The policy goes on but we felt that the
common control criterion was met in this
case because one company was owned 100
percent by the other company. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Charron.
Maybe I’ll just ask Mr. Orecklin: we know
this is a policy that was in place with the
corporation at the time, were you not aware
of it, or why wasn’t that policy and those
guidelines followed in this case? Mr.
Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman. |
recognize that the answer to this question is
particularly important but | made a
recommendation to the minister that the
Auditor General disagrees with and that
I’m therefore extremely concerned that |
answer accurately.

To the best of my memory, and | admit my
memory is not correct, | think that the
deciding factor was that there were no
directors which were held in common, and
though one company owned the other,
there was no significant influence because
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none of the directors were in common. So
therefore, one company would not be able
give direction to the other unless the entire
board of directors was thrown out and a
new one put in place. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Orecklin.
Maybe at this time we’ll take a 15-minute
break and come back after 15 minutes and
Mr. Curley will have the floor.

>>Committee recessed at 10:21 and
resumed at 10:45

Chairman: Thank you and welcome back.
Maybe just before 1 go to Mr. Curley, |
would like to just ask Mr. Orecklin: as the
Auditor General’s team pointed out that,
and we do have a copy that was provided to
us in December of the policy dealing with
related companies, were you aware that
that policy was there? Mr. Orecklin.

Mr. Orecklin: That’s not a straight
forward question, Mr. Chairman. At one
point, the board, under my advisement, put
aside the old policies that were inherited
from the NWT, which was a three inch
manual and | cannot remember whether
that was before or after this case. Thank
you, Mr. Chairman.

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

Mr. Curley: Thank you, Mr. Chairman. |
appreciate the information coming from
officials. Bob, | want to thank you. My
question is really to Mr. Orecklin. |
understand from your presentation, the tone
of your presentation is really quite, | think
it tells a whole, it gives the whole picture
of frustration and confusion, and a little bit
of what | would call disappointment with
the way in which the whole system at
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NBCC appeared to have fallen into place.
Now, we have to try and completely build
it up to a place where it can function again.

In my own opinion, | want to say | believe
that someone has to take some
responsibility, and this committee is trying
to do so, but it’s not going to do it by just
selecting a few aspects of loan applicants,
this business and that business. They are
the cause of the problem. | don’t deal with
those things.

I believe we need to get a control of the
finances. It’s not a big deal because we
know that’s a small company with a small
loan portfolio. What’s the problem in that?
If the management takes some
responsibility, and if so, then how is it
going to explain it? If the government takes
some responsibility for it, then how are
they going to address it and so on? |
believe we’re all facing that.

I’m leading to a question, Mr. Orecklin, to
you because the Auditor General’s audit
report indicated that there were problems
with the files. They say 60,000 some odd
emails were destroyed, lost or deleted. Why
did you, in your watch over NBCC, allow
that to happen? Thank you.

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

Mr. Orecklin: Thank you, Mr. Chairman.
Mr. Curley, you’ve asked a number of
questions and I’ll try to answer some of
them. I certainly take responsibility for
some of the reporting problems, without
question, that came from my lack of
knowledge.

Some of the things that the Auditor General
pointed out was that there was no
indication that the work has been done and
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this is somewhat of a misdirection in that
the work had been done but what was
failed was that we didn’t have a proper
form that showed for sign-off that yes, this
work had been done and that | had
reviewed it. | accept that.

I would like to hope that the committee is
trying to make this a better corporation
because | believe that its function is
exceedingly important. | would like to
point out some of the training aspects.

At one point, | wanted to get an internship
for a secretary who is thinking about going
into a financial career and | could see her
moving into one of the office positions that
was professional rather than secretarial.
This financial training is a very long-term
process and the best that | was able to come
up within the Government of Nunavut was
a two-year internship but what I was
hoping for was a five-year internship where
she could, perhaps, gain a designation, that
retention of staff was not seen as a high
priority by the Government of Nunavut and
that there was a lot of turnover.

I certainly take responsibility for my
actions and that’s why | was so cautious in
answering the previous questions about the
two loans to the Rankin Inlet companies. |
don’t want to misdirect the committee. |
think it has a marvellous future and I hope
that the committee will support it, and
make sure it has access to capital available
to Nunavut’s small businesses. Thank you,
Mr. Chairman.

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

Mr. Curley: Thank you, Mr. Chairman. |
indicated it because in the Auditor
General’s Report on paragraph 23, titled,
“Documentation was incomplete or
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missing.” The reference is made to 60,000
some odd emails were either poorly stored
or not stored. All the records of financial
nature, with respect to loans as well, were
not properly filed, so my question to you
earlier was: why did you permit that to
occur? Thank you, Mr. Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman.
In paragraph 23, it says that there were
60,000 emails. It doesn’t say that they were
lost, in fact, that they were backed up and
well protected. I never was able to
determine what the allegation was on lost
information. It’s my belief that the files
were in very bad shape and that we did a
great deal to improve that during my
tenure. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you. I indicated earlier
that there was some level of frustration that
| detected in your presentation, probably
for many reasons. I’m not going to go into
detail as to why I think you were showing
some part of that emotion.

What | wanted to ask is: what was your
relationship with the deputy minister as
they attempted to try and correct some of
the problems that were identified in the
earlier denial of the opinion from the
Auditor General’s Office which eventually
followed a full audit?

My understanding is the government, or at
least the deputy minister of the day was
trying to get some of the operational
matters to be corrected so that the financial
controls can be corrected and so on. Not to
devolve into the personality of the thing, or
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anything that is mentioned in your
termination agreement, was your
relationship with the government amicable,
or was it professional, or was it effective in
your opinion? Thank you.

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

Mr. Orecklin: Thank you, Mr. Chairman.
It was very cordial. It was very positive. |
participated in the ED&T managers’
meetings and | thought that was a high
value. | said that in my meetings that | was
able to find out what the other parts of
ED&T were doing and | was able to bring
forward some of my concerns. In general, it
was very good.

In fact, I remember talking to the deputy
minister in saying that | am very
appreciative of the relationship, especially
when it came to the administrative matters
of bringing things to the minister and
bringing things forward to the legislature,
and it worked quite well. It would be much
harder for such a small organization to do
those things on its own. Thank you, Mr.
Chairman.

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

Mr. Curley: Thank you. Yes, | appreciate
that. During your tenure though, there
appears to be a whole slew of
administrative or financial information that
were required during the process of loan
reviews appears to have been adequate
because the Auditor General’s Report
indicated that, for instance, 40 percent of
the new approved loans that were
reviewed, loan advances were made prior
to loan agreements being signed. | don’t
have the page on that but I believe it’s
paragraph 79 of the Auditor General’s
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Report.

Why do you feel that your role, if it was so
effective, that all of these procedures were
not in place, you know loan advances being
made, | believe which caused the
government to be quite concerned with the
practices that were not in place, what |
would call the policy procedures.

I’m asking you because you were the CEO
which recommended disbursements of
funds based on the loans and prior to the
signature being in place, and we have heard
so many of them. I know that the chairman
has indicated that there were problems
getting quorums with the directors. That
might have been the case but I would like
to get from you: why were these kinds of
practices allowed to happen? Thank you.

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

Mr. Orecklin: Mr. Chairman, may | go
back to Mr. Curley and ask him to refer to
a particular paragraph number? | would
prefer to answer with a specific rather than
a generalization. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Orecklin. Mr.
Curley, was it the part where loan advances
were made before signed loan agreements
or letters of offers were obtained? | think
that’s paragraph 43 on page 15 of the
report. Mr. Orecklin.

Mr. Orecklin: Excuse me, Mr. Chairman.
Number 41? 43, two cases NBCC paid
legal and/or accounting fees totaling
$6,000, is that the correct paragraph, Mr.
Chairman?

Chairman: The end of that.
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Mr. Orecklin: Oh, okay. I’m afraid that |
cannot give you a satisfactory answer, Mr.
Chairman. Once the loan was approved, it
was generally taken back to the investment
manager and/or to the comptroller for
disbursements, and that I relied on their
expertise to make sure that things were in
place before a loan advance was made.

I also would prefer to answer these with a
specific company in mind. | find it very
difficult to remember what seven out of 17
files are and that, in general, the auditor’s
report just refers to a percentage and it
makes it difficult without saying it was this
particular loan that I can think about the
details. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you. Okay, | appreciate
that. I know that, except for the two loans
that they say are problems, which happen
to be in my constituency. They’re not shy
about telling you where they’re from, so
they should be able to help you out in
explaining where these 17 loan applicants,
because | certainly would like to know as
well so that we’re not prejudicing some and
favouring some. That, | believe, is not the
role of the OAG and I’m disappointed as
well.

There appears a fact though, that the files
were not managed properly, that there were
no paper trails established; copies were not
in files, which are not hard to do. So in
your view, could you explain to us why
there was such a disorganized practice
allowed when dealing with a substantial
amount of legal documents and financial
commitments, and securities that should be
in place with the supporting letter from
lawyers as well? So I’m asking: why does
it appear to be such a messy situation
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practiced by NBCC officials? Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Curley. Just
before | go to Mr. Orecklin, I just want to
clarify for the record that in the Auditor
General’s Report, it doesn’t name any
companies and you implied that they
reported on the two companies in your
constituency but those were brought out in
questioning after. Those names of those
companies aren’t already included in the
report, so | just want to make that clear.
Mr. Orecklin.

Mr. Orecklin: I don’t have a good answer
for you, Mr. Curley. I know that we try to
work at the speed of business and not the
speed of government, and that we tried

very hard to satisfy the needs of our clients.

For example, in paragraph 43, “... loan
advances were made before a signed loan
agreement or letter of offer was obtained.”
I cannot tell you whether that’s one day,
one hour, or seven weeks earlier. It simply
was not there. Without that detail, I really
find it difficult to answer you accurately. |
do know we made every effort to follow
the rules and | can’t offer anything else,
I’m sorry. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you, Mr. Chairman.

Maybe | will direct that same question to
Mr. Hannah because he served as a CEO
from December 9, 2006 to November 2,

2007.

Why was there such a mess, such as not
having proper records, or storing of
information done properly? As referenced
by the Auditor General’s Office, more than
60,000 emails were misplaced, or not
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properly documented nor stored.

Unless answers come from the officials, we
will continue to indicate that that problem
does exist and so on, so I’m asking you:
why was it allowed to happen that way?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Curley. Before
I go to Mr. Hannah, | just want to clarify
for the record, earlier you said that there
were 60,000 emails that were deleted and
that weren’t stored properly, but the
reference in the report to the 60,000 emails,
it says, “Other information was not easily
accessible—for example, about 60,000
emails, some of which contained
information on loan activity, were stored
on the hard drive of the CEQ’s computer.”
They weren’t stored in different places or
whatever. | just want to make that clear on
there. Mr. Hannah.

Mr. Hannah: Thank you, Mr. Chairman.
In answer to your question, when | was
asked to provide a service to NBCC, one of
my first findings was that there was a
challenge with files, yes.

There are two separate files that we use in
the loan market: there’s an administration
file and a loan file. In a loan file, there’s
something like 18 different pieces of
information that are supposed to be there.
In the admin files, there’s something like
23 pieces of information that are supposed
to be there. Some of those pieces of
information we either never completed
and/or never put into those files. That was
one of the first observations that we made.

Secondly, there was no record of where
these files were in the drawers. There was
no file index so that you could easily find
files. You had to look at them either
alphabetically or regionally and then they
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were in alphabetical order. As for the
60,000 emails, or 40,000 emails, they were
on various computers. What they’re talking
about it is if, for instance, the investment
manager and the CEO were conversing
about a topic, those things might be there.

A lot of the information that you are
looking for, or that we should be looking
for here, is that a loan advance was made.
There was no backup material, so we had
to go through and find out where that
backup material might be. For instance, a
loan may have been made for $300,000 and
the loan might have gone out for $410,000,
and that happens on a couple of occasions
like you’re inquiring.

On those couple of occasions, the
assumption would be that it was made
independently of the board because the
board approved one amount and that
amount went out, and there was no
indication of where the data might be or the
paper trail might be to show anything
different.

Subsequently, with those 60,000 emails,
we have since printed them all off and
those emails are now printed off, and where
applicable, they are now in those proper
files. Some of them have covered some of
those questions and a lot of those questions
still remain.

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

Mr. Curley: Thank you. That’s important
to get that information cleared up because
it’s only a matter of probably digging into
those computers and finally putting them
into place where they belong. There was
certainly an assumption, even by the press
and the public, that they were all of the
information.
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I think Mr. Orecklin, you indicated that in
your presentation that you deleted your
own personal files. In your presentation, |
believe that you alluded to deleting your
computer files that you had, in your
statement that you made yesterday, yes, a
personal one, so there was a perception out
there that the files have not been.

I would like to ask Mr. Hannah there that
once you took over the role as CEO from
the date that I quoted earlier; did you find
the company to be in good standing or a
good solid position? Were you missing
staff that you needed? To address them,
what did you do to correct some of the
problems that you inherited? Thank you.

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

Mr. Hannah: Mr. Chairman, when |
arrived at NBCC on December 9, one of
the first questions I had of the staff, and
first of all, let me explain who the staff
were, Allan McDowell was there as
comptroller, we had Angela Blackhouse
there as a loans coordinator or a file
coordinator and assistant loans support, and
we had Lucy Adla as the secretary and that
was it for our organization of smart people.
Lucy had just joined the company, our
loans officer was off on leave until she
came back in February or March, and then
left at the end of June for mat leave.

So we were left with about three of us in
the office. Angela was new at the time and
Lucy was new at the time. So Allan had
just only had a six-month tenure, or maybe
a seven-month tenure by the time I got
there. So there was a new person in the
office as comptroller, myself as CEO, and
we relied heavily on our chairman for a
while and the DM at the time would give
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us information and the ED&T staff would
write information to us for the first month.

My first actions were we’ll start looking for
files. One of the things we found was that
there was a box of five filing cabinets
downstairs, first of all, that had been piled
under a bunch of boxes and shoved into
corner. Some were standing upright and
some were folded over. We really brought
those up to the office and we were able to
find some of the files that were missing,
original files, in those cabinets and they
were placed in their proper respective file
areas.

As for other issues at the office at the time,
we started to go through, first of all, that
was our first course of business was to go
through those files and find out what was
missing, what was there, and what we had
to do to find other files. So we also
contacted our legal people and the OAG,
and determined that of the files that were
missing, we were able to get most of them.

From that point on, Mr. Chairman, I
believe the question is: what did we do
after that? We put some processes in place.
At one point, there was a change to the
policies and procedures. There were seven
or eight policies that were developed and
they were in use, two of which went
against the regulations. So when we
discovered that, we immediately decided
that we would have to look for the policies
and procedures that did exist.

We found those as well in each of the areas
where people had their debts. So we
immediately brought those back into play.
The legal opinion on whether or not they
were valid or invalid, and of course, the
legal opinion was, “Yes, these are the
policies and procedures that you should be
using. It’s what you inherited and until you
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change the regulations in the Act, then
these policies are the policies that come
into play for the operations.”

Some of the files were against the
regulations because of interest rates. For
instance, interest rates were being charged
at various interest rates. Regulations called
for two percent. We immediately reinstated
the two percent rule to comply with OAG
requirements and our own policies.

As of October 30, when 1 left, | would say
we had to clear the office so that the files
were in regular order, any files that were
found there. There are still missing files,
meaning missing files in that there are 18
of one and 23 of the other, and there were
some that have never been completed.

We sent out letters of confirmation to all of
the clients to provide their input as to what
their loans, about what their amounts were,
what their interest rate was, what their
assets basis were, and that information is
required to complete our asset evaluation.

To really understand what the value of the
asset is, what the collateral is worth with
the company, you have to know what their
asset values are. And, to do that, you have
to have the clients to confirm what’s there,
then apply it to the documents we already
have to see if they match and/or they
comply with the requirements that we have
for determining assets. This is very
important when you have to allow for loss.

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

Mr. Curley: Thank you. Thank you, Mr.
Hannah. | appreciate your response. |
believe that you’re at least indicating that
during committee you were very busy
correcting a number of identified problems
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that existed. That’s the kind of information
we need and | certainly hope that the other
officials will do the same. It certainly was,
| believe, a mess at that time.

So | just wanted to move a bit... I can’t
pronounce your last name, Rajan. | wanted
to thank you for coming. | understand that
you’re living in the United States right
now, but you are a very interesting, | think,
a very dedicated worker.

I also wanted to say to the committee that |
have received comments from individuals
who have had outstanding loans and
applied for loans from other communities,
they have been very pleased with your
service. | have often received, particularly
from one community, wondering where
you are, “What happened to him? Where is
he now?” So | believe that’s the kind of
individual that this particular company
requires; a person that is willing to respond
to inquiries from the Nunavut community.

In your presentation yesterday, you
indicated some frustration, in my opinion,
when you say that you are geared for
certain things to happen to be done in a
right manner. | want you to explain that a
bit more, what you mean by getting things
done in a right manner.

You also indicated to the committee that
you were told that your old ways of doing
things were over. | wonder why you were
operating on such old fashioned practices
that were not acceptable to some of the
newcomers around you. Thank you, Mr.
Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
The old way that | was referring to is that
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when we started NBCC, we had the old
base off the NWTBCC policies and
procedures, rules, and guidelines. So we
thought that it was not necessary to
reinvent the wheel and we just adopted
those policies and procedures at that time. |
continued with that.

During the course of my job at NBCC, if
there were any questions regarding any
policy and procedure, then | would consult
NWTBCC on their updates on the policies
if I haven’t looked at the policy for some
time, and/or was officially reviewed. | had
a few occasions where | was confronted
with that issue, so | would just contact
NWTBCC and looked at the latest policy
on the thing.

So that was the old way of doing things but
it was the right way of doing it also
because without having our policies in
place, we had to continue with something.
We cannot just say that we’re not going to
follow NWT policies in spite of us not
having any. | thought that that’s not the
right way to do things and that’s what |
referred to. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you, Mr. Chairman. |
want to follow-up to that. I share your
views quite well because these policies
were inherited. They were part of the whole
and not just the Act when it was created.
They inherited the procedures that were in
place but | often wonder why they were
misplaced.

To your knowledge, were they
recommended to be discontinued to the
board? Were they disregarded by action of
the board, or was it done by the action of
the CEO? Thank you, Mr. Chairman.
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Chairman: Thank you, Mr. Curley. Mr.
Jhaveri.

Mr. Jhaveri: Thank you, Mr. Chairman. It
was basically done by the action of the
management and | don’t think the board
had to do anything with it. Thank you, Mr.
Chairman.

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

Mr. Curley: Thank you. That is important
to understand because | believe the only
time that the policy could be discontinued
is by the actual mechanism from the board.
To do so, they would have been really
abusing their responsibility as CEO for all
that matter because that should not be
allowed.

I want to go back now to what Mr. Voakes
was indicating to us that he had quite an
involvement at least with a loan applicant.
I’m going to deal with one loan application
because if I’m company A, | believe |
would qualify to receive up to $1 million.
Am | correct in that?

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

Mr. Voakes: Pardon me. Can you repeat
the question, please?

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

Mr. Curley: Thank you. I will deal with
my question with respect to related parties
because | believe you were somewhat
involved in trying to figure out that
definition but I’ll leave it to my second
question.
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I just want to indicate here, as a company,
if I own a company or my friend owns a
company, they qualify for a loan of up to
$1 million as a single company. Am |
correct in that?

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

Mr. Voakes: Thank you, Mr. Chairman.
The NBCC Act states that a single company
can apply up to $1 million, yes.

Chairman: Thank you, Mr. VVoakes. | just
got the signal that we need to take a very
short break. We will take a two to three-
minute break and come right back. Thank
you.

>>Committee recessed at 11:19 and
resumed at 11:22

Chairman: Thank you and welcome back.
Please continue with your question, Mr.
Curley.

Mr. Curley: Thank you. | appreciate that.
That’s what | understood as well but when
I hear two companies that were a problem,
I don’t share that definition. It’s carelessly
stated. If two companies are in violation of
the law, it would have to be two companies
that both each are receiving additional $1
million, two companies. They would have
to be four companies that are involved if
they owned subsidiaries in two companies.

We’re dealing with one company that may
or may have not qualified for a loan of an
additional $1 million, not two companies.
So | believe that we need to be very careful
when we say two companies received...
any company is qualified for a million
dollar loan. So we need to be quite cautious
that we don’t implicate the first applicant
for going for the maximum when they
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actually legally qualified for the job.

In the information provided by the Auditor
General’s team and quoting the policy of
what related means, | also believe that it
was not complete as presented. | believe
the policy has a percentage as an example.
It’s sort of a qualified control. They use a
range of figures. If you own this percentage
of shares of control that you deem to be
having a control, but if it shows as only ten
or 20 percent of sole percentages, it’s not
determined as related. I’m not reading the
document now. I’m just using my own
understanding.

Do you understand it to mean that related
has to also specifically reference you a
percentage of control? Am | correct in that
that same policy document used by the
NWT Loan Board? Thank you.

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

Mr. Voakes: Mr. Chairman, with respect
to the control issue in related companies,
NBCC does not have a defined or a
specific position on that. My own personal
position was that I really didn’t have a
position and we would rely on outside
opinions, such as a legal opinion or other
professional opinion.

I think in other cases where we examined
with respect to that portion of the Act, and
this is from memory and | might be wrong
in my assumption of what I’m
remembering but if | remember correctly, |
think what happened was it boiled down to
if the two companies were doing business
together and the one company was
supplying the other company with a
substantial amount of business.

In the one case we looked at, outside of the
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ones that we were talking about, the
companies had not done any business
together and that was one of our concerns.
Even though the shareholders were
different, the companies were completely
unrelated in all other aspects. We also
investigated the fact if there was only a
level of control via having a financial
control by one company being connected
via the business relationship.

So we looked at several different structures
with respect to that area in the Act. So it
was a concern but NBCC does not have a
specific percentage for anything like that
on file or as a policy. Thank you.

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

Mr. Curley: Thank you. | referred to the
policy that was quoted by the Auditor
General’s team that the GNWT guideline
uses as a reference. | believe that policy
also has a gradual kind of a list of controls.
If they have a certain amount of control, it
would be deemed to be having a related
status with the other company, but it moves
down if it has a certain level, I’m just using
my own example, if it’s only 20 percent
control, it is. | believe that should have
been explained clearly because it’s not
black and white through the policy, one
paragraph or two, it’s not. It’s really quite
complex.

Also, | think the Nunavut Business Credit
Corporation is also guided by the fact that
it’s really the sole discretion of determining
related, in my understanding, is the
directors, up to a limit of one million. The
other one is obviously with the minister.
That’s where | think on the first loan that
related didn’t matter. On the second loan, |
call it B. Yes, the minister really was
obligated to look at all of that but not
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having that particular recommendation of
whether the parties were related or not
from the officials’ side, you indicated to us
earlier that there was a discussion with a
legal advisor.

So my question to you, Mr. VVoakes, is:
why, in your understanding, did the legal
advisor permit the related issue had not
been a factor in this case? Thank you.

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

Mr. Voakes: Thank you, Mr. Chairman.
Again, like I said earlier, the information
that, on this subject too, was just through
casual conversation with the CEO. Just
through talking with him, he said, “This is
the response from the lawyer,” and asked
my opinion, and | think at the time | said
that it sounds like a reasonable definition
and that’s the extent of my involvement
with that. Thank you. | hope that helps.

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

Mr. Curley: Thank you. I’ll ask Mr.
Orecklin then, there appeared to have been
a discussion with a corporate lawyer with
respect to a related issue, so I’ll ask you the
question as well. Why did the lawyer, in
your view, communicate comments to you
not concerned with the related parties when
Loan B was presented? Thank you.

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

Mr. Orecklin: Mr. Curley, I believe I’ve
tried to answer that question previously
both in my opening remarks and in
questioning today. | don’t have anything
more | can answer. Thank you.
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Chairman: Thank you, Mr. Orecklin. Mr.
Curley.

Mr. Curley: Thank you. Yes, that’s a good
way of excusing ourselves, | suppose. In
view of the recommending officer, you
were the one representing the NBCC and
asking for decisions because you indicated
that, we heard from the chairman’s side
that due diligence was done on all loans.

So part of that is the legal advice and my
colleagues are asking for information. I’m
not concerned with Loan A because that is
standalone qualified. | don’t want to paint
it black and then say, “Well, these two
loans are terrible.” That would be incorrect.
It’s Loan B that we’re dealing with in this
case. So Loan B, when the legal counsel
speaks, do they communicate with you
through email? Thank you.

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

Mr. Orecklin: Thank you, Mr. Chairman.
Our normal way of communicating was by
email. I’m sure that the email record is
there. We did have telephone conversations
but almost everything was put in writing.
Thank you, Mr. Chairman.

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

Mr. Curley: Thank you. In your
communication with the minister, you
obviously stated earlier that the evaluation
had been done pretty much, the Company
B that applied for a million dollar loan
contained recommendation from you based
on the information that we have.

So having said that, you were then satisfied
that legal questions were clear when you
said you recommended it in good standing
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and you also indicated that you had a
complete, solid understanding of the
general manager of Company B that this
was a credible application.

So | assume that you were satisfied of
NBCC’s due diligence work. However, it
may have not been fully documented but it
also included legal questions as well. Am |
correct? Thank you.

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

Mr. Orecklin: Thank you, Mr. Chairman.
Yes, Mr. Curley, that is correct. | would
not have made a recommendation to the
board without feeling confident that my
opinion was solid. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Orecklin.
Maybe just before 1 go to Mr. Curley, |
know there was some discussion on this in
the last hearing but can you indicate: was it
the NBCC lawyer that you sought and got
advice from, or was it a legal opinion
provided by the applicant in this matter?
Mr. Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman.
I’m sorry, | do not remember that
specifically. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you. There was a
comment earlier from Mr. Hannah, |
believe, when he joined the NBCC, he
found that the company with the loan was
lending not as required by the law. You
indicated either the NBCC was charging
way too far or below the prime or whatnot.
You did not make it clear: were most of the
loans under prime? If that is the case, they
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were good for the applicants. So could you
clarify that they were not actually meeting
the threshold requirements? Thank you.

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

Mr. Hannah: Mr. Chairman, I’m not quite
sure what he’s asking me but I’ll take a
stab at this. I believe he’s talking about the
interest rates and the regulations.

The regulations call for two percent above
prime. The prime number we use is the
prime rate at the date of the first day of the
quarter that we do business in. For
instance, if the prime rate is three percent
or 3.5 percent, then that’s the rate as of
January 1 when a loan is made between
January 1 and March 31. Even if they have
March 31, the prime rate we charge is the
prime rate on the first day of that quarter.
That’s the first thing.

Regulations call for two percent. Some of
the loans that were made during that period
and even prior to that, at the times that
were given out before, different amounts
than the two percent, some higher, some
lower, depending on what the prime rate
was but it was always above prime. | hope
that answers your question. Thank you, Mr.
Chairman.

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

Mr. Curley: Thank you.Yes, it clarifies my
curiosity because you indicated or you
alluded to it earlier but did not specify
whether you were overcharging or charging
below the prime rate. Do you feel that the
regulations appear to have no preference
for the customers that are borrowing large
amounts or whatnot? There’s no indication
of what preferred clients are because some
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serious banks are doing that to some good
customers. I’m sure Mr. Hanson is quite
well acquainted with that kind of stuff.

There’s no indication whatsoever that the
regulations were about to be changed to
reflect whether you’re a good customer or
whatnot, of incentives for applying with the
NBCC is? Thank you.

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

Mr. Hannah: Thank you, Mr. Chairman.
At the time in question, 2005-06 that we’re
discussing right now, they were providing
interest rates, different rates to different
clients. Some 2.5, some three, based on
determination, | believe, by either the CEO
or the investment manager’s analysis of
what the client was like. Under the
regulations, there’s no opportunity for that.
It’s two percent flat.

However, one of the recommendations we
made after this year was that we do look at
a sliding scale that the board, I think, had
approved at the last board meeting,
subsequent to this event of course, that now
looks at those things. Thank you.

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

Mr. Curley: Thank you. This is my last
question to you. | want to ask it to Mr.
Hannah because you work now for the GN
side. When you were with the NBCC as the
CEO, was there any thought of whether or
not the corporation, as it exists, should
continue that way in view of the fact of the
difficulty to establish a professional team
of workers there? Has there ever been, to
your knowledge, any discussion to just
incorporate it with the department so that
the approval stuff and all of these
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organizational difficulties would be done
away with and just be a part of the
department’s business loan portfolio?
Thank you.

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

Mr. Hannah: If you are asking me: has
there been any formal discussion in our
department now about that? | could say not
with me there hasn’t been, no. If you’re
asking me: were there things brought
forward throughout the process by
government to look at different ways of
handling NBCC from the OAG? Yes, there
have been.

The Crown corporation’s organization
hired a consultant to look at various ways
of having the NBCC operate. Some of
those were becoming part of NDC,
becoming part of Atugtuarvik, joining the
Community Futures groups, and all of
those things were looked at, and the other
one was, yes, maybe bringing it back to
government. Where they’re at with this, it’s
a political decision and I really don’t know
where we’re at with that at this point, Mr.
Curley. I hope that answers your question.

Chairman: Thank you, Mr. Hannah. Mr.
Curley, are you finished? Maybe just a
couple of questions, and | know it has been
indicated that I guess one loan that exceeds
that puts those related companies,
according to the policies, over the limit.

Both Mr. Orecklin and Mr. Voakes had
indicated that these were companies that
had loans with the corporation in the past. |
don’t think anyone is saying whether
they’re good companies or bad companies
but just the fact that the combination of the
loans exceeded what’s outlined in the Act.
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In relation to those loans or any previous
loans for that, | would just like to ask Mr.
Jhaveri as he was there in the past when
those applicants came forward before: was
the issue of related companies something
that was looked at in the past? Mr. Jhaveri.

Mr. Jhaveri: Thank you, Mr. Chairman. |
distinctly remember at least for this
particular borrower and the related loan
that they had talked to me before about
having loans from the other company. We
already had loans from one of the
companies and | indicated that we would
loan the remaining of the balance; the
difference between the $1 million and the
balance they already had.

For the other company, because I asked
him who | should contact for the loan
application from the other company and he
said that would be me, and right there 1
said that you are unrelated because |
believe you to make an application on
behalf of the company. If it is the same
person, then definitely, the control is there
and that clearly indicated to me that those
are related and I told him that it was not
possible. That’s what happened at that
time. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Jhaveri. Is that
in relation to the same two loans that were
approved after; the same applications that
you’re mentioning that you informed them
that they wouldn’t be able to obtain
because they were related? Mr. Jhaveri.

Mr. Jhaveri: Thank you, Mr. Chairman.
Yes, it’s the same group of people and it’s
the same person also. In fact, yesterday
there were discussions about this loan here
and | gave the name of the person to Mr.
Orecklin. I remember his name too. So it’s
the same thing and that’s what happened at
that time. It was not formally applied. We
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were just talking on the phone and right
there, on the phone, I told him that. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Jhaveri. Thank
you for making us aware. We realize that.
Were they acceptant of it, or did they not
agree with it, or was there any comments
from them when you explained the policy
to them? Mr. Jhaveri.

Mr. Jhaveri: Thank you, Mr. Chairman. |
was under the impression that they
accepted it because they didn’t argue
anything further, or they did not come back
until I was there, kind of. Thank you, Mr.
Chairman.

Chairman: They came back after you were
gone. Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman.
My question is for Mr. Jhaveri. Yesterday,
Mr. Jhaveri, in your opening comments on
page one you stated, “I had worked very
hard and tackled several people who
proved to be an obstacle in the path of
NBCC.” Could you clarify what you mean
by that statement? Who were those people
that proved to be an obstacle? Thank you,
Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
It’s pretty difficult for me to name those
people as | know clearly who those people
are but I don’t wish to really go into that
right now.

The only thing | want to say is that | was
restricted. | mean people were trying to
restrict me in what I was doing and that
was the worry there. But | thought that
since there was no investment manager for
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a long time over there, | could be initiated
to do a lot of work. Some people thought it
was not necessary and | was being
restricted in a lot of things.

The discussion we had is that whether my
performance was good or not or whether it
was not up to the mark and they didn’t do
or say anything regarding that so | just
continued to do what | was doing. Some
people probably did not like that but that’s
too bad because somebody had to do the
job. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri. Perhaps without naming
names, could you indicate whether the
people who were being an obstacle, were
they officials in the Department of
Economic Development and
Transportation, or were they officials
within the Nunavut Business Credit
Corporation? Thank you, Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
They were clearly officials of the Nunavut
Business Credit Corporation. I will also
mention another thing and that as far as the
board of directors was concerned or the
chairman of the board was concerned or the
department was concerned, | have not
faced any issues at all with them. There
were no restrictions from anybody. They
already gave me the advice that | wanted
from time to time and it was a pretty good
relationship with each one of them. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Jhaveri. Mr.
Peterson.
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Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri for somewhat clarifying
what was going on there.

You indicated in your opening comments,
Mr. Jhaveri, that the CEO position was
vacant, “... so it prompted me to apply for
the position of CEO which was vacant for a
long time. My application was rejected
after the interview. | was not given a good
reason for refusal.” Could you tell us what
reason they gave you for a refusal? Thank
you, Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
The only reason | say that is because the
advertisement for the CEO position was
constantly made and they said that no
proper applications were received but mine
was there and they refused it. I tried to ask
the question as to what do they think about
my application and what is the reason that
is being rejected?

I was never given a good reason, and
actually, not given any reason, | was just
kind of confused as | was doing a proper
job according to everybody and still | was
being rejected for the work that | was doing
at that level. It seems they were searching
for other people and were very
unsuccessful in finding qualified people.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Peterson.
We’ll do this one last question and then
we’ll break for lunch and we can continue
after lunch. Go ahead, Keith.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri for that answer. Could
you take us through your application
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process? You applied, you set out your
qualifications, and you were screened for
an interview. Who actually interviewed you
and then told you that you weren’t going to
get the job? Thank you, Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman. In
the interview process two people
interviewed me; the Chairman of the
NBCC, Mr. Bob Hanson, and the other one
was the Deputy Minister of the Department
of Economic Development and
Transportation at the time, Mr. Alex
Campbell. I was in interviews with them,
but the Department of HR was the one who
told me that | would not be given the job.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Jhaveri. With
that we’ll break for lunch and we’ll resume
here at 1:15. Mr. Peterson will be on the
list, followed by Mr. Alagalak. Thank you.

>>Committee recessed at 11:50 and
resumed at 13:24

Chairman: Thank you and welcome back.
Hopefully everyone had a good lunch.
We’ll just continue on from where we left
off and Mr. Peterson had the floor. Go
ahead, Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman.
My question was for Mr. Jhaveri. Mr.
Jhaveri you started with the Nunavut
Business Credit Corporation in August
2001. What was the condition of the NBCC
when you arrived? And, thereafter, what
were your responsibilities in terms of
setting up the financial systems for the
NBCC? Thank you, Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
When | arrived at NBCC in Cape Dorset,
NBCC had just obtained all of the records
from the department and everything was
lying in the boxes in the office. So we had
to set up the office and take everything out
of the boxes and arrange them in
appropriate places. The loan files that we
got from NWTBCC were not looked at by
the department during the time that those
records were with the department. So we
opened those also and tried to arrange
everything in order and put the files away.

In terms of the financial system, we started
the process of getting a separate accounting
system which we wanted, Simply
Accounting, and it took some time for the
IT department to get that thing installed in
Cape Dorset.

Until then, all the accounting system was
merely an Excel spreadsheet, and then |
devised the letter of expectations for the
loan accounting and everything else. So as
far as the general ledger entries are
concerned, those were only kind of
expenditures made on every little item. We
managed to have financial reporting even
with Excel spreadsheets until the
accounting system was installed by the
GNIT. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri for that answer. In the
three and a half years that you were with
the NBCC, how many annual audits did
you participate in with the NBCC? Thank
you, Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman. |
was there for four fiscal years, in March
2001, 2002, 2003, and 2004. Those are the
four fiscal years which | was responsible
for at that time. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri. In each of those annual
audits, who did you engage to conduct the
audit? Which accounting firms or audit
firms were engaged to conduct those
audits? Thank you, Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman. In
all of those four years there, the Office of
the Auditor General of Canada had to
perform those audits. So that agency
ultimately conducted all those audits.
Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Thank you, Mr. Jhaveri. In all of those
years, did the NBCC ever engage an
independent accounting firm or audit firm
to come in and assist you or review the
financial records of the NBCC? Thank you,
Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
No, we did not have an independent
accounting firm. In order to setup the initial
procedures and the special accounting for
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the past due accounts and stuff like that,
that was all done with the consultation of
Mary Jo, who was the supervisor of the GN
audit team at the Office of the Auditor
General Canada. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri for that information. As
an employee of the NBCC, you would
normally receive an annual performance
appraisal. Did you ever receive an annual
performance appraisal from your employer
or your supervisor? Thank you, Mr.
Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
Yes, | did receive those performance
evaluations every year that | was there.
Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Thank you, Mr. Jhaveri. In every
performance appraisal that was conducted
on you, and you said every year that you
were there, were your performance
appraisals good, bad, or exemplary? What
could you tell us about your performance
appraisals? Thank you, Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
As far as | can remember, for each and
every year, the performance was deemed to
be above average on most of those counts.
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There were a couple of points where the
first CEO of the corporation indicated to
me that | had to improve on but that’s the
only discussion | had at that time with him.
On the performance appraisal, | think every
performance appraisal that I got was above
average. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman
and Mr. Jhaveri. Could you tell us who
conducted your annual performance
appraisals? Thank you, Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
The first two performance appraisals were
done by the first CEO of the corporation,
Michael Sanagan, the third one was by Mr.
Brock Junkin, who was acting CEO at the
time, and the fourth appraisal was done by
Mel Orecklin. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri for that answer. In your
opening comments yesterday you stated,
“Within five months of his joining NBCC,
at my performance evaluation meeting, Mel
clearly indicated to me that my
performance was good but nothing at
NBCC would collapse if I left NBCC.”
Could you clarify what you mean by that
statement? Thank you, Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
Those are the exact words that Mel used
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when we were talking about my
performance appraisals and | do not know
why he came up with the idea of telling me
at that time because there was no indication
that | had said and believe what they were.
I just had no idea. It just came out of the
blue. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri for that answer. Further
on in your opening comments yesterday
you stated that, “I was getting into conflict
with what was being done and what was
proposed to be done.” Could you tell the
committee what you meant by the last
statement there, ... what was proposed to
be done,” what did you want to do that you
are not allowed to do? Thank you, Mr.
Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
Basically, by that statement, | was trying to
say that improper due diligence was being
done according to the standards that had
been applied until then. The procedures
that we were following were the NWT
Business Credit Corporation procedures in
each and every respect regarding the
acceptance of the loan application,
processing of the loan application, and
applying those financial standards to each
loan processing case. | started to feel that
those standards were being left in
ambiguity.

Otherwise, as far as the financial
accounting is concerned, | was doing
everything the way was doing it and | do
not think that there was any problem with
that with anybody. It was just the loan
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application process and the due diligence
process. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri for that answer. Mr.
Jhaveri, you were hired to be the
comptroller but do you think you were
qualified to comment on how the
investment management portion of the
NBCC was being cut out and carried out?
Thank you, Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
The only reason that | feel that | was
qualified was because | was already
performing the role of investment manager
for a long time and the recent integration
between the two functions of the
investment manager and the comptroller.

For the loan application process, also the
analysis of the financial statements and the
ratios and everything, the comptroller has
to be engaged in that and has to contribute
to the process which | was being kind of
pushed out of. So that’s the reason why |
felt that way. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Earlier, Mr. Jhaveri responded to one of my
colleague’s questions and just a few
minutes ago you mentioned policies.

In your own mind, the way you were
conducting business as comptroller but also
as the investment manager for a while, you
were operating using the Northwest
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Territories Business Credit Corporation
policies, procedures, and guidelines that the
Nunavut Business Credit Corporation
inherited, did you believe that those were
adequate for the type of business that the
Nunavut Business Credit Corporation were
engaged in? Thank you, Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
Most certainly, | agreed with all of the
policies that they had. There were a few
instances where | didn’t disagree but |
thought that it could be better regarding the
policy on interest rates. | discussed that
with the NWTBCC also about that. Pretty
much, it was left up to us of what to do.
That’s when we changed the interest rate
policy and forwarded it to the board, and
the board also approved that later. Thank
you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri for that response. Mr.
Jhaveri, when you were performing all of
the duties as investment manager as you
say in your opening comments, did you
ever have occasion to deal with potential
borrowers with respect to them borrowing
funds for related companies? Thank you,
Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman. |
had at least two or three occasions that |
can remember that | had to deal with that
issue. The way we worked was that if the
staff felt that it was a clear indication of
related parties, then the application was not
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really made. It didn’t go through all of the
due diligence process and to the board and
stuff like that. It was very clear from the
very beginning and that’s where it stopped.

There were at least two or three occasions
that | can remember where such an issue
arose and | dealt with it that way. Thank
you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri. Was that the NWT
Business Credit Corporation policy that
you were applying in those situations to
make a determination on whether they are
related businesses or not? Thank you, Mr.
Chairman.

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

Mr. Jhaveri: That’s exactly right and the
only time that issue came up was a few
months later than the last time that |
handled the same issue. I would just call up
the NWTBCC and ask them whether they
had changed anything as far as that
procedure is concerned. Otherwise, |
applied the same procedures that
NWTBCC had at the time. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri. In the remaining months
that you worked at NBCC with Mr.
Orecklin, were you aware of any
incidences where loan proposals came
forward that you would consider related
businesses? Thank you, Mr. Chairman.
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Chairman: Thank you, Mr. Peterson. Mr.
Jhaveri.

Mr. Jhaveri: Thank you, Mr. Chairman.
No, | was not aware of any that came
during that time. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Jhaveri. At any time during your
tenure as an employee at the NBCC, were
you asked or directed to make decisions
which you considered to be inappropriate,
unethical, or illegal? Thank you, Mr.
Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
No, I don’t recollect anything like that. |
was not given any direction from anybody
regarding taking any decision on those
grounds or for such acts. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman
and Mr. Jhaveri. Mr. Jhaveri, are you aware
that the NBCC contracted MacKay Landau
Chartered Accountants? I’m not sure what
the terms of reference were but they went
into the NBCC, they did a lot of work and
they observed a lot of interesting things.

In your own letter on April 11, 2006 to Mel
Orecklin, “Private and Confidential,” Mr.
Orecklin responded the same day in a
management response to MacKay Landau,
a letter of April 11, 2006. One of his
management responses on page eight, prior
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conditions, he or whoever wrote this said,
“When the previous comptroller left
NBCC, there was effectively no accounting
system, bank recollections and working
papers were missing, and his filing system
abysmal. The files were in shambles and
invoices simply missing. We also found
complete loan application files missing.
There was no reconciliation of travel
wages.” Since they didn’t have a
comptroller after you left until I think Mr.
McDowell was hired 13 months later, you
were the previous comptroller, so they’re
referring to you in this management letter.
How do you respond to this statement?
Thank you, Mr. Chairman.

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

Mr. Jhaveri: Thank you, Mr. Chairman.
The only thing | can say is that the records
were always up to date and that’s why,
when we were conducting the audit with
the Auditor General of Canada, that office
also did not have any objections regarding
anything. No loans files missing, nothing.
Then when they conducted the audit, they
asked for, randomly, eight or nine files that
they selected, and they were always
available for their perusal.

In the last audit, they didn’t have any
complaints and | was the one who had
maintained those files for a long time. |
can’t say within such a short time between
the last audit and when | left that | couldn’t
have done anything different than what |
did before.

The other thing that I can recollect is that
the accounting system was up to date.
When | left, | sent an email with all of the
attachments of the proper documents,
which would be used for the audits for that
fiscal year. | emailed that to Mr. Orecklin

8-TC Lcl*Mo PaP<® NNG®CAT™*L Cbd<
PaDycnrD>c >®D NBCC-d*.of SPLA%LE,
PaDLedo T NNG®YLIM o 5eo¢
ACSbsedsaLLE NNG®/LIdN*M o
NNGSYLLSgN*N 5 ACSH>*N 5N Ll

o/ DT NN®boC Parcnr<NcNJC
NNGZLLSbe DA LLL e

> PNAT* N HGC
bNL*N/<PNAT N 5GC. ALLSh C LeCPDe
Aseba DLPNCALD>YC®>% AN C2R
Po_[>'7c—mll>gl>%gﬂc 72 LJS, CRa
CAYDULAC SboSc PP AP Ca
NNG®CHILI®? Sdy*al™®, Ab/RPCSe,

Ab/RPCSe (ONANJO): sdy2al™®, C ACKe.
MC YA,

LA OLANJO): Sdvreal™. DSbPea ®CI<S Da
D> SIS NPYLESNE NNGCH/LLYC CAPGL
ANBCPHYLC CLLSe LS/ >SeC > C

Pa DL IPNAGE PPENILISbe D LLE
AD*Q N ASADCPDSLC.

L, /2L Sh>AN®CHUI dbnyD> M HNC
ACSbc D*O% DR, CR Jdodob

A D>CG P P> SPLACL™N" DL
LAPePCrLoC Ao<SosbPea SorsLUsL
SoD>pL*CD™L.

APBAR*Q CIG PLLED bGNDYPdC
I>EC PN D>®Ch DNLPNLeN ne
b>rNPCPo<SLC ANARCPOHONE TC Pnbc e

73




and Mr. Hanson, as well as to Corporate
Services and the Director of the
Department of ED&T.

All of the records were there. Without the
records, | wouldn’t have brought back
those documents based on which the audits
were subsequently completed. Thank you,
Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
I thank Mr. Jhaveri for those comments. |
would like to ask the Auditor General’s
representative a question. Mr. Jhaveri has
commented that he was there for three and
a half years and he had been through
several audits with the Auditor General’s
Office. Are you in a position to comment
on how those audits went while Mr. Jhaveri
was a comptroller at the NBCC? Thank
you, Mr. Chairman.

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

Ms. Charron: Thank you, Mr. Chairman.
As we indicated before, we have issued an
auditor’s opinion that had qualifications in
the auditor’s opinion for all of the years
that we audited the Nunavut Business
Credit Corporation.

In our 2005 report on other matters to the
Legislative Assembly, we also raised
concerns about the some of the practices in
place at NBCC. In January 2006, at the
meeting of the board of directors in Baker
Lake, where financial statements were
approved by the board for the 2004-05
fiscal year, we discussed some points that
we had raised during the audit where
improvements were needed.
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At the same time, we also discussed the
draft management letter for areas of
improvement. In that management letter,
we did raise some issues around some of
the practices in place at the corporation. |
will just double-check on the
documentation. We were looking for some
documentation and it was not always in
place.

In terms of working papers to be provided
for the audit, I do know that the former
CEO had to follow-up on a number of
issues, and | remember meeting with the
CEO and the audit team on specific
questions that we had where answers
needed to be provided. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Thank you, Ms. Charron. Ms. Charron,
were you aware that MacKay Landau had
gone in on a contract to do some work for
the NBCC and that when they issued their
letter on April 11, 2006, were you aware of
the management response to MacKay
Landau’s letter dated April 11, 2006?
Thank you, Mr. Chairman.

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

Ms. Charron: Thank you, Mr. Chairman.
Yes, our office was aware that MacKay
Landau had been engaged by NBCC to
help the CEO at the time finalizing the
books of account and preparing for the next
fiscal year audit. We have received a copy
of the letter as well as a copy of the
management’s response. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Charron for that answer. | found
it quite amazing that in MacKay Landau’s
letter, in the four short pages, it covered a
lot of areas and highlighted a lot of serious
issues, and then the management response
took issue with that letter and a large part
of the responses were criticizing the
MacKay Landau basically saying they
didn’t know what they were doing and they
weren’t contracted to look at stuff they
looked at. For example, the auditor said
that with the turnover of staff, frequent
travels would be difficult but necessary.
The management said that the management
does not understand that comment and so
on and so forth.

I’m curious, Ms. Charron, | asked Mr.
Jhaveri this as well, that his comment with
prior conditions; the management response,
when the previous comptroller left NBCC,
there was effectively no accounting system.
Given that he left in March of 2005, and
this letter was written in April 2006 about a
year later, would you agree with the
statement that the previous comptroller left
NBCC and there was effectively no
accounting system? Thank you, Mr.
Chairman.

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

Ms. Charron: Thank you, Mr. Chairman.
We have been able to issue an audit
opinion on the financial statements of
NBCC for all fiscal years except 2005-06,
where we had to issue a denial of opinion.
Therefore, we were able to find an
accounting system. An accounting system
can be a manual system. I understand that
NBCC at the time had Excel spreadsheets,
and then moved on to Simply Accounting
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and also another system that we referred to
in our report, TEA, that can help support
the accounting system that they had. So |
would have to say that the corporation had
an accounting system in place. Thank you.

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

Mr. Alagalak (interpretation): Thank you,
Mr. Chairman. Thank you, Mr. Peterson,
because you’ve already asked some of the
questions that I was going to pose but I will
be asking brief questions.

First of all, I would like to ask Mr.
Orecklin a question. In Cape Dorset or no
matter where you are, there’s always
somebody who commits criminal acts. |
was wondering if there was ever a break-
and-enter that occurred in the NBCC office
over there. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Alagalak. Mr.
Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman.
A very straight answer: no. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Orecklin. Mr.
Alagalak.

Mr. Alagalak (interpretation): Thank you,
Mr. Chairman. That’s the first thing |
wanted clarification on. My second
question is: when you make loan
disbursements, could you tell me if you
require one or two signatures? Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Alagalak. Mr.
Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman.
All NBCC cheques require two signatures,
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but normally, the way loans are disbursed
is that the cheque is put into a trust account
at our lawyer’s office and it is the lawyer
who disburses most of the money on a loan
disbursement. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. Mr.
Alagalak.

Mr. Alagalak: Thank you, Mr. Chairman.
How are these disbursed? Some of them,
probably in smaller amounts in the form of
cheques and you probably could do other
transactions through the bank or whatever,
Mr. Orecklin. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Alagalak. Mr.
Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman.
The disbursements on a loan is a fairly
formal process and you want to make sure
that the amount, the date, and what the
cheque is for is correctly done, and that
there are quite a number of processes in
place to make sure that that is done
properly. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. Mr.
Alagalak.

Mr. Alagalak (interpretation): Thank you,
Mr. Chairman. In the Auditor General of
Canada’s report, starting from paragraph
40, there were a lot of problems identified.
Some were particularly bad it affected the
need to improve the loan application
process and as a result caused more and
more delays with much needed projects. It
seems to have gotten so bad that the lack of
required documentation became endemic.

There were problems with loan
disbursements being paid more than once
as well as loan advances being made
improperly, and in many cases, no
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information provided as to who made
repayments for what loans. In some cases,
the borrowers were repaid more than once.

When they applied, they indicated how
much money they would like to apply for
without giving proper information on how
they were going to pay for it. Other times,
collateral and security were not properly
established or identified. Sometimes they
applied without that information, and also
prior to the agreements being signed, some
funds were disbursed even before they
were signed off.

Sometimes they were given beyond what
was requested. For example, if | applied for
$10, this company was provided $12, that’s
just an example. With all of those things,
Mr. Orecklin, did you know, or have you
heard, or did you see that all of these
problems were increasing where the
Auditor General had found in their audit?
Thank you.

Chairman: Thank you, Mr. Alagalak. Mr.
Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman. |
find it very difficult to answer specific
questions when the Auditor General’s
Report, for instance, on paragraph 41 says,
“In 7 out of 17 files.” In order to give you a
rational answer, |1 would have to know
which particular loans those were and then
review the history. I can’t make
generalizations about it, and | apologize for
that, 1 wish I could give you a more
specific answer. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. Mr.
Alagalak.

Mr. Alagalak (interpretation): Thank you,
Mr. Chairman. It seems like it was not long
ago that these were observed and they were
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only 70-plus files you had in your office
and they went through you as a CEO. You
didn’t have very many files that went
through your office and I’m sure that you
would have remembered. You didn’t have
to review loans every day so it seems like
you had a lot of opportunity to review the
files and do whatever you had to do in the
office. You had ample opportunity.

Looking at all of that and during your
tenure as the CEO, what about the staff and
you? How often did you meet to develop a
work plan that you would do for that week,
or for two weeks, or for the month? Did
you have staff meetings during your
tenure? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Alagalak. Mr.
Orecklin.

Mr. Orecklin: | believe that we had fairly
regular but irregular staff meetings that is,
with a very small staff, if an issue came up,
you would simply call people together and
try and resolve that. There were some
formal meetings but we tended to work on
fairly informal, impromptu meetings as
required. It was not difficult when we all
lived in an office that was less than the size
of this room. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. Mr.
Alagalak.

Mr. Alagalak (interpretation): Thank you,
Mr. Chairman. In any case, there were only
four people employed in your office -
yourself, as the CEO, I’m sure that there
was job description that you went by; the
comptroller was strictly responsible for the
financial aspects of the office; and then the
loans analyst, or an equivalent, who solely
focused on the loans and/or reviewing the
loans. If I said it in English, you were the
executive officer of that office, there was a
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comptroller and I’m sure that they reported
to you about what was happening in their
department. There was also an investment
person in there that made sure that all of
the policies, rules, and laws were abided

by.

Looking at all of that, were there any
individuals, including you, who were
performing duties that weren’t in their job
description? From your point of view, did
you think that you had enough employees
working in your department, or did you
require additional PY's in your office?
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Alagalak. Mr.
Orecklin.

Mr. Orecklin: I think it would be difficult
to find any civil servant who was not
anxious to get more staff into an office.
Clearly, we didn’t do as well as we should
have in some of the administration. 1 would
have liked to have done more travel to the
communities, very definitely. And yes,
more staff would have been very useful in
reviewing the loan documentation and
making sure that was in better shape than it
was. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. Mr.
Alagalak.

Mr. Alagalak: Thank you, Mr. Orecklin.
In my view, | see that there were lots of
problems. There were all kinds of areas
where it needed attention in the office. You
answered my question right but there
seems to be a lot of work requiring
attention in your office, that require
specialized staff, or some of your staff
weren’t really assigned to some of the tasks
that were to be worked on or being done.

I have a little difficulty of picturing you as
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a very high professional. Professionals,
every one of them in your office, have
certain jobs that they must attend to,
including applications, negotiations,
especialy looking after the files, and
categorizing all of the information required
on each of those files, besides having to
look after your own travel arrangements,
the boards’ travel arrangements, and all of
that stuff.

Was it the cause of misunderstanding, or
lack of assignment for the staff to certain
jobs by you, causing them to drift away
from doing all of the assignments, or jobs
that were to be looked after? I hope |
explained my question. You know, it’s
very difficult for me to try and get you to
see the whole picture of what I’m driving
at.

I see some problems where you might have
had some comptroller assistant or an
investment group in your office, or a
special assistant to look after some of these
backlogs of requirements that the files
needed. What was the real problem that
you see to maximize the ability of the
NBCC to show the government that the job
was being done? According to the auditor’s
report, there were many areas lacking
attention. (interpretation) Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Alagalak. Mr.,
Orecklin.

Mr. Orecklin: | take the points made in the
Auditor General’s Report very personally. |
see that there are many things that we did
not do to the proper standard. | want to
assure all of the members that we worked
extremely hard. Mr. VVoakes, in particular,
put in extraordinary number of hours and |
remember being criticized at one point for
paying him overtime for the number of
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hours and wondering why he had to work
so hard.

Not only did we have to go back and work
on old files, and I can give you my word
that many of the older files were in very
poor shape, but the increments in new loan
applications was extremely high and we
had a very high work load. Could we have
used more staff? Without doubt. I’m not
sure what else... have | answered your
question? Perhaps, | should ask that, Mr.
Chairman.

Chairman: Thank you, Mr. Orecklin. Mr.
Alagalak.

Mr. Alagalak: Yes, Mr. Orecklin, thank
you for your answer. | have one more little
question to a different person, Mr.
Orecklin, a question for Mr. Voakes. | have
a very small question.

I have noticed in the information that the
NBCC has its own legal advisor or a
lawyer that you people used, or have
contact with now and then whenever time
you need some assistance. Did he have the
copies of all the NBCC policies, objectives
and guidelines, or even the Act? Did he
have on-hand all of that information? To
Mr. Voakes. (interpretation) Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Alagalak. Mr.,
Voakes.

Mr. Voakes: With all of my dealings with
the legal advisor, he indicated to me that he
was very well versed in our Act, in the
policies and procedures. It was under my
understanding that Mel had forwarded the
Act to him for review and certain areas that
needed clarification; we were speaking to
him on a daily basis to clear up some of the
wording so that we had a clear
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understanding of the meaning of particular
words within the Act.

So it was my understanding that the legal
counsel was very well informed with
respect to the policies and procedures of
the Acts and any of the relevant Acts that
would have influenced any of the policies
or procedures. Thank you.

Chairman: Thank you, Mr. Voakes.
Before | go to Mr. Curley, I just have a
couple guestions just to follow-up on that.
Maybe I’ll ask Mr. Orecklin.

The legal counsel that was used by the
corporation, and Mr. Voakes just indicated
that he was aware and had a copy of the
Act and he was well versed on the policies
and procedures of the corporation; with
that, then, to me, that would indicate that
he had been forwarded copies of all
policies and procedures, as well as the Act,
in order for him to be well versed in it.
Would that be a correct assumption that
that information was forwarded on to the
legal counsel? Mr. Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman.
To the best of my knowledge, he had all of
the above. On the Act, the questions we
were asking him were extremely detailed. |
remember spending way too much time on
the definition of an “and” or an “or,” for
example. It was also in company and they
were appointed our official counsel during
my tenure. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin.
Aside from that, he was also sent copies of
all the policies that the corporation had and
the regulations as well. Would that be a
correct assumption? Not just the Act he
was sent but all of the policies and
procedures that were followed, would that
be correct? Mr. Orecklin.
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Mr. Orecklin: | can’t remember
specifically sending him those things but |
can’t deny that I didn’t. I’m sorry. Thank
you.

Chairman: Thank you, Mr. Orecklin. |
know earlier you had indicated that you
went to the board and recommended to the
board that all of the policies be put aside.
I’m just wondering if we could get a
rationale as to why you would recommend
to the board that all of the policies that you
have been following be put aside if you
didn’t have anything else there to take its
place. Mr. Orecklin.

Mr. Orecklin: Mr. Chairman, | have to
admit that was not one of the smartest
moves I’ve ever made in my life and |
regret that I did that. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Orecklin. |
guess once that was done, did the board...
maybe I’ll ask Mr. Hanson then: when that
recommendation came forward to the
board, did the board go along with the
recommendation brought forward by the
CEO to disregard and put aside the policies
that they had been using? Mr. Hanson.

Mr. Hanson: Thank you, Mr. Chairman. I,
again, don’t recollect but I would think the
board would definitely still keep the
policies and procedures from the
NWTBCC still in place. | know it was put
on hold at one meeting so we could discuss
it, and perhaps, bring it forward to the
Assembly with changes to meet Nunavut’s
needs. | don’t think it was ever set aside. It
was always there and had to be followed
for all loans in the future. That’s my
recollection, Mr. Chairman.

Chairman: Thank you, Mr. Hanson. The
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question then is, especially with one topic
that was discussed quite a bit earlier - the
definition of related companies - and that
there was no policies in place and I think
it’s very clear, we have been provided with
a copy of that policy, and it clearly states
there was a policy and what it was. Given
that, Mr. Orecklin, and in those particular
cases, do you recall the legal counsel
looking at that policy, or questioning, or
raising that issue of related companies as
outlined in the policies of the corporation?
Mr. Orecklin.

Mr. Orecklin: Mr. Chairman, no, | do not
remember specifically. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Orecklin. It
was also indicated earlier, | can’t remember
by whom, too many answers and too many
questions, but the board or the staff relied
on an opinion from a legal opinion, and I’'m
just wondering if it was the legal opinion of
the corporation’s lawyer on that specific
issue that was brought forward to him on
that particular loan. Mr. Orecklin.

Mr. Orecklin: I wish | had access to the
records so that | could check and find out
what the stream of events were, so that |
could answer more specifically to the
committee but I’'m afraid | do not have
access and I’m afraid that | cannot
remember. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin.
Maybe I’ll just ask Ms. Charron then, in
your review of those particular files, was
there an opinion provided to the
corporation on that definition by their legal
counsel, or was it the corporation’s legal
counsel, or was it the applicants’ legal
counsel? Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
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We do have correspondence with the legal
counsel but we don’t know who requested
the opinion. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron.
Whose opinion is it from? Is it from the
corporation’s legal counsel? Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
It is from the appointed legal counsel of the
corporation. Thank you.

Chairman: Thank you, Ms. Charron. If it’s
from the appointed legal counsel, I would
assume then that that was requested from
the corporation. Would that be a correct
assumption, or is it the same legal counsel
that was the legal counsel for the applicant
as well? Is that why you’re not sure? Ms.
Charron.

Ms. Charron: Thank you, Mr. Chairman.
I’m afraid that we don’t have this
information. Thank you.

Chairman: Thank you, Ms. Charron.
Would you be able to provide us with a
copy of that, or is that something that we
would have to ask the government officials
if they would be willing to provide that to
us? Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
You would have to ask the government
officials to provide that legal opinion.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. |

guess we’ll be doing that on Thursday. |
guess I’m confused. If you have a legal

opinion there, it should be addressed to

somebody from somebody. To me that

would say, okay, this is who’s asked for
and this is who’s getting it. I’'m kind of

confused that if there’s correspondence

there and a legal opinion there that...
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maybe just an explanation of why you can’t
determine who requested that opinion. Ms.
Charron.

Ms. Charron: Thank you, Mr. Chairman.
The correspondence we have on file is an
email that is addressed to the corporation
that requested the loan with a copy to an
NBCC employee but we do not know who
requested the opinion originally. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Charron.
Maybe, Mr. Orecklin, do you recall if you
requested that opinion? Mr. Orecklin.

Mr. Orecklin: Mr. Chairman, I’m sorry, |
really cannot recollect the stream of the
events through that case. It was a fairly
long and involved thing and | don’t want to
misrepresent anything. | believe you have
something to say, Steve? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Orecklin. Mr.
Hannah.

Mr. Hannah: Mr. Chairman, if you can
just confirm what legal opinion that we’re
talking about, | think 1 may be able to shed
some light.

Chairman: Thank you, Mr. Hannah. |
think it’s the opinion that Ms. Charron has
that they have, in an email or something,
referencing an email and related to the
issue that was raised in the Auditor
General’s Report of the two related
companies each receiving more than the
maximum allowed under the Act of $1
million. | believe that’s the case and | don’t
know if you can respond to that, if you
were there or not. Mr. Hannah.

Mr. Hannah: Mr. Chairman, there were
two times, | think, that that was requested,
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once while I was CEO, to confirm whether
or not they were two companies, and the
comptroller would have requested it from
Mr. Hopkins, who was our attorney at that
time, and this would have taken place
around the end of January and the first part
of February in 2007, and | believe there
was another time earlier than that but | was
not privy to that.

Chairman: Thank you, Mr. Hannah.
That’s the one earlier and I think it’s the
2005 loans that those are related to. | guess
one would have to assume and that’s why |
find this a little confusing, if legal counsel
for the corporation had a copy of the Act,
had a copy of the policies and procedures,
and the policy in there on related
companies is pretty clear, how come it
almost would seem like the legal counsel
didn’t use the guidelines, or the policies, or
procedures that were set in place by the
corporation?

So I’m just wondering, at any time, was the
legal counsel for the corporation advised
that that policy had changed, or were they
saying that policy should still be the same?
So maybe I’ll just ask Mr. Orecklin that
question.

Mr. Orecklin: I’m sorry; at this point, |
can’t shed any more light on this rather
difficult question. I wish I could, Mr.
Chairman, but I can’t. Thank you.

Chairman: Thank you, Mr. Orecklin.
Maybe I’ll just go down the line then and
maybe someone will remember something.
Mr. Hanson, are you aware of any times
where the legal counsel for the corporation
was advised of any changes in the policies
and procedures of the corporation? Mr.
Hanson.

Mr. Hanson: Thank you, Mr. Chairman.
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No, | would not. Basically, it is something
that would be done internally at the staff
level and | would not be privy to that
information. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Hanson. Mr.
Jhaveri, in your time there, are you aware
of any times where legal counsel for the
corporation was informed of any changes
in the policies and procedures governing
the corporation? Mr. Jhaveri.

Mr. Jhaveri: Thank you, Mr. Chairman.
When | was at NBCC, if there was any
question about a legal issue, then
definitely, a lawyer would be consulted and
their opinion would be solicited. For any
policies and procedures, it is not the normal
practice in the business world to consult a
lawyer. You already have a board of
directors who are responsible for
formulating the policy and get that
approved. If the staff has formulated the
policy, then you get it approved by the
board.

The right thing to do would be to send the
policy; questions, if there are any
interpretation questions regarding the
policy; then the board has the authority to
interpret that policy. The legal counsel or
the lawyer has no business whatsoever;
does not have to do anything with the
policy. It’s not a legal issue. It’s a policy
issue. This is the general practice in the
business world. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Jhaveri. I’'m
not in interpretation of policy but on a due
diligence check.

I would have assumed, I think it was
mentioned earlier, that everything was run
by the legal counsel and the legal counsel
would have referred to the Act and referred
to the policies and procedures of the
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corporation to ensure and to provide an
opinion to the corporation that whatever
decision it was making complied with
those policies, procedures and Acts.

It’s been made very clear to us and we have
been provided with a copy of the policy as
it relates to related companies, and it also
indicated that the legal counsel for the
corporation was well versed on the Act, the
policies and procedures for compliance
issues. I’m just wondering if you were
aware if there had been any change to the
policies and procedures that could affect
something that they would look at, that if
the legal counsel there had been made
aware of any changes to the policies and
procedures that may affect how they look
at certain requests. Hopefully, that clarifies
it a little bit. Mr. Jhaveri.

Mr. Jhaveri: Thank you, Mr. Chairman.
I’m sorry, | probably misinterpreted the
question before but the answer is no. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Jhaveri. Mr.
Voakes, do you recall any time that
happened?

Mr. Voakes: Thank you, Mr. Chairman.
Yes, legal counsel was advised that the
policy and procedures, which we were
following, were being put under review. As
a policy, it was our policy to use the
Northwest Territories policies in place
where in lack of having our own policies.

During this time, the Northwest Territories
was revising their policies and they told us
that as soon as the new policies were
approved and ready that they would
forward them to us. At that time, | don’t
know if I had informed counsel formerly
with a letter.
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I do remember having a conversation with
Mr. Osland to the fact that the Northwest
Territories were revising their policies and
that as soon as | did get a copy of it, which
I had never received because they never
finalized it while I was there, | would
forward a copy of the new policies to him
but I never followed up on that. | know,
from me, he never received a new set of
policies. | do remember having a
conversation with him but not formerly
informing him. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Voakes. Mr.
Hanson, do you recall any changes to
policies that came to as a result of changes
that were made in the NWT that were
forwarded to them or to you? You can’t
just take it if they make changes.

You would think, the way it was getting
technical on things, that the policies and
procedures that the corporation followed
were the policies and procedures that were
inherited upon division. So any policies
made, any changes made after division that
they made to the Northwest Territories one
wouldn’t be considered policies and
procedures of the corporation unless they
were adopted by the board of directors, |
would assume.

So given that, at any time during your
tenure, had any revised policies or
procedures been brought to the board for
approval? Mr. Hanson.

Mr. Hanson: Thank you, Mr. Chairman.
Not that I’m aware of. | don’t recall ever
receiving anything from the NWTBCC.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Hanson. Just
another quick thing | want to get out of the
way with and clarify, you seem to have
some conflicting information and it’s in the
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Auditor General’s Report, indicated in
paragraph 23, where it talks about
documentation being incomplete or
missing. Right near the end there where it
says, “... electronic data that may have
contained information related to loans had
been erased.” No satisfactory explanation
for these occurrences were given and
because that’s the only place I see in the
report where files have been erased, and
Mr. Orecklin, in your opening comments,
you had indicated that you were suspended
because you were accused of deleting
compulter files.

Maybe if I could just get a clarification
from the Auditor General’s staff: how were
they able to determine, if they were
actually able to determine for sure, that the
files had been erased? Do they have any
idea of who erased those files? Ms.
Charron.

Ms. Charron: Thank you, Mr. Chairman.
There’s a series of events that happened
here. The first thing we tried to do when
we started the audit was to get a copy of the
files that were on the server and on
individual hard drives.

We got in touch with NBCC’s service
provider to get a copy of the backup
information on the server and the
information that was provided to us was
corrupted. We tried a few times to get a
copy of the files but information was
corrupted and we could not read it. So we
followed up with the service provider, and
then learned that the backup protocol had
changed during the year and that the old
backups had been deleted. So that’s one
instance where files have been deleted.

We were still able to get some information
starting the date that the new backup
protocol had been place but we were not
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able to get older data. Anything dated back
prior to September 2006 we were not able
to get. We had copies of individuals’ hard
drives but we were missing some data and
we requested to have access to one
individual hard drive. That information
needed to be restored on the S-drive from
the service provider and over a weekend,
the information had been restored.

An employee of the corporation went in
that night where the information was
restored, took a copy of what had just been
restored on his hard drive, brought that
computer home and erased the data on the
S-drive. So we were not able to copy the
information that was on the S-drive, nor
did we have any way of knowing what had
been destroyed on that night. It was an
employee of the corporation that had
deleted the files that had been restored that
night. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. | am
probably quite sure you asked that
employee why they did that. First off, if
you had to restore files, would that mean
that they would have been already deleted
in order to have to get them restored? Mr.
Charron.

Ms. Charron: Thank you, Mr. Chairman. |
would like to just clarify that the S-drive is
the shared drive of the corporation. It’s not
the individuals’ computer drive. When you
restore a file, it doesn’t mean that the
information has been deleted. You might
restore a file because an employee left and
you just closed the account so employees
cannot go on this former employee’s data
to change or remove any account or any
information. So that’s what we were trying
to get at when we were asked to restore
some information.

It was the information that was, we hoped,
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on the shared drive of the corporation and
the employee that had left but the files had
not been deleted. We could only get access
to the information that was on the shared
drive. If anything had been deleted before,
or if the hard drive had been cleaned, this
means that we’ve deleted all of the
information and we would not have been
able to get a copy of that.

There are ways you can try to have copies
and read the information. Our technical
employees flew to Cape Dorset and looked
at what could be restored but the data was
in such bad shape and the data backups
were corrupted so we were not able to read
a good part of the information that was
provided to us. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. Ms.
Charron, can you indicate whose files that
had been restored that were deleted after
they had been restored? Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
We were trying to get access to the former
loans manager files. Thank you.

Chairman: Thank you, Ms. Charron. |
think, as you had indicated, | hope I get this
correctly, that that individual or that person
had already left the corporation when you
were trying to get those files. First off, is
that correct that the former loans manager’s
files that you were trying to get was already
gone from the corporation when you were
trying to get those files? Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
That is correct. The former loan manager
left the corporation in September of 2006.
That process took place early in December
of 2006. Originally, we had requested a
copy of the backup information that the
corporation had prior to September of 2006
but this information could not be made
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available to us because it had been deleted.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. Did
you ask whoever was there why those files
had been deleted that night after they had
been restored? Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
Yes, we met with the individuals the next
day and asked why the information had
been deleted. Thank you.

Chairman: Thank you, Ms. Charron. In
here it says that you were given no
satisfactory explanation for these
occurrences. So what kind of explanation
were you given as to why that occurred?
Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
The notes | have here say that when we
asked the individuals, the answer was
something to the effect of, “Why not,” and
that the information had all been copied on
the C-drive and that the individual would
copy it down for us himself. It went on to
say that there is not much in the H-drive,
which tells me that... sorry, I’m just
reading the email here, the information we
have on file; there wasn’t much on that
drive, so we don’t know if the individual
had gone through the information already
or not.

There was no way for us to know what had
been deleted, if any information had been
deleted. We just don’t know. It might be
that the information that was copied from
the S-drive to the individual’s hard drive
had not been deleted at all, that what he
copied on his C-drive was exactly what he
was going to give us the next day but the
fact that the information was removed from
the shared drive of the corporation, there
was no way for us to match what had been
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deleted to what was on his C-drive because
there was no backup taken that day. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. You
had indicated that it was for the loans
manager, | guess the investment manager
and | guess that would be Mr. Voakes. Mr.
Voakes, maybe I’ll just ask you: can you
think of any reason why someone that
worked for the corporation would want to
delete some of your files that were there?
Mr. Voakes.

Mr. Voakes: Thank you, Mr. Chairman.
No, anything that was on that drive was
simply business that had to do with NBCC
and my daily activity at NBCC. So | don’t
see any reason why it would be deleted or
anybody would have reason to delete it.
Thank you.

Chairman: Thank you, Mr. Voakes. |
guess I’ll pass the floor over to Mr. Curley.

Mr. Curley: Thank you. | just want to
follow-up one question to Ms. Charron.
You alluded earlier to the question that was
posed with respect to legal counsel or legal
advice, I’m not sure whether it’s legal
advice or legal comment, but regardless of
what it is, you were privy to that document
and | believe it has to do with the related
companies, or policy or lack of it, or
whatnot.

In view of the fact that the reference had
been made by the Auditor General’s Report
that related companies had been provided
with loans, now, I’m going to ask you a
question because you had the legal
comment. Could you explain to the
committee: do you agree with that legal
advice? Thank you.

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

Ms. Charron: Thank you, Mr. Chairman. |
cannot talk about the legal advice that was
provided to the corporation because that is
privileged information. However, | can say
that within our own office, we did seek
legal advice. For us, when we looked at the
guidelines, it was pretty clear that the
companies were related. We confirmed
with our legal counsel in the office to
validate our position and we agreed with
that.

However, | have to say that the Act
specifically mentions that the minister has
the authority to deem corporations not
related if he wishes so, and the issue that
we’re bringing forward in the report is that
there was no documentation on file, or
rationale on file, that could help us
understand why those companies were not
related.

The only thing that we could see in the
NBCC files was that statement to the fact
that they were deemed not related. Further
communications have occurred after the
audit started with legal counsels of NBCC
to clarify the positions, but basically, we
are of the opinion that those companies are
related. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you, Mr. Chairman. |
just want to follow-up on the other
question. First of all, also a question to Ms.
Charron on another topic, the Auditor
General, in her second last report | believe
last year, indicated because of the lack of
control, some of the GN’s Crown
corporations were susceptible, because of
their weaknesses, to fraud or something to
that effect. In view of the fact that the

NG,

hGe (ORANJO): Sdb2al™, Ab/RDCse,
LcUSo<seN e DSb>/nb>c DD
ASdc>NHPYa M a L b*Ja ®DNCPLLE
Pr<do D>SbPra ®D L PRUC < ta*LC Ao
LclSods*No® AL P*DJd“c DNn<dPL“HC
QO ASILPSLE bt<o Db Cod<e

Ac Moo LNe, Ac MNOdo Do Mg
Q*+PSbNSbe>eDJC,

PP<o ASAYSN® @ Ha ASYLENSLE [oC
AR SgbsLbdse d<I>ANDUISe Ac ML LC
CAL*QASI®<NC [oCP< PP<o N\SepYLLyDC
ARNCE Dodbo® NNGPHYLYo® ACSbe D> LLC
ARN*Pa® o sa ASr <SNDIo®

AbI NP> *Dgb PREN® ¢ ShoALLC
bt<o D> Ac oL LNe.

PY<loc Cbd< NBCC-*dS NNG®/LIdNNy+ e
D>sbse/Lc DSLC AALPYDoSLbd%® Ac nede
LEOLbNN=*NCOe bt o>,
INGAPbE o N HC P LJC

QA ANAC®NSC CLLSO /LY >N 5C
LcLSo<N*LE NBCC-*d¢ a.ya A%/ >
AFLPY Pegb PY<doc AALPCDCOc Cbd<
bt<eo > 4o sbNNreONe Ac N >SLNe.
sdyeal™®, Ab/RPCEb,

Ab/RPCSe (OLANJO): Sdval™®, ™ NG MC
dc.

de ONNMNUC): Sdval™, AbYRPC, JAK L of
AASBINPLDSeb>LIC AN RNSbebo S 5*L.
P2, T NG5 JA®INNCHJCDSe,
CLLSZL N/ D>NPGE o b LS DARAPDL
dc<lo Dobbc>cse N Hd <5Go
PaDLcnrsb*IC Ac*NC LLbdC
NrSdNPL e o€ NevPLLCJ® PaDyen<"N*Ne
AGYPCPNGA* TN >LLSLC

98




financial controls were so lacking with the
NBCC and the fact that the GN now has
called for the RCMP to come in and
investigate, does the Office of the Auditor
General share that there are weaknesses
that are so prevalent that they are
susceptible to fraud in your view? Thank
you.

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

Ms. Charron: Thank you, Mr. Chairman.
Our audit opinion says that there are
weaknesses in the internal control. Our
audit opinion and our report also say that
we were not able to determine whether
there were fraudulent activities or not. We
do not have an opinion because we were
not able to determine whether there were
fraudulent activities or not.

There were red flags that were raised while
we did the audit, and as we mentioned
before, we had our forensic team look at
some of the issues in the corporation but
we were not able to conclude whether fraud
existed or not. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you. It’s important that
the former office holders hear that
comment. The reason I’m asking that is...
why were you not able to conclude that
there may or may have not been any fraud?
Thank you.

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

Ms. Charron: Thank you, Mr. Chairman.
Basically, we were not able to conclude

because documentation was non-existent.
So we don’t know what is missing and we
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were not able to get access to the data that
we had requested. Thank you, Mr.
Chairman.

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

Mr. Curley: Thank you, Mr. Chairman. If
the questionable activities have occurred or
not occurred, they would not be recorded
anyways if they had no recurred. Could
that be the possibility that there’s no record
of it because no questionable activity may
have recurred? Would that be possible, and
therefore, you did not find anything? Thank
you.

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

Ms. Charron: Thank you, Mr. Chairman.
That is a possibility. I can also affirm that
while we did the audit, we did have
questions and we did have pieces of
information here and there that made us
unable to see the flow of a file - what
exactly happened from the time the
recipient filed their application to the time
that the payment was made and to the
actual date we were doing the audit.
Therefore, if the corporation is not able to
provide this information, we do not know
what’s missing, nor do we know what is
there. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you, Mr. Chairman.
During the Auditor General’s presentation
to the committee in November, paragraph
14 of her opening comment, it’s not in the
Auditor General’s Report, I’m going to
read it. It’s very short and it’s referring to
the directors.
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She stated in paragraph 14 in her comments
to the committee, “Finally, we found that
the Board of Directors did not carry out its
responsibilities to oversee the
Corporation’s operations and, thereby,
helped to ensure the protection of public
funds.” So it’s very clearly stating that the
board of directors were not really in control
or set policies to that effect.

Having heard that, | want to ask the former
chairman: do you share that assessment
that the directors did not carry out the
responsibilities as they should have, and if
that is the case, do you have any
explanation to the committee for that?
Thank you.

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

Mr. Hanson: Thank you, Mr. Chairman. |
do not support that finding at all. That is an
opinion of a group of individuals who came
into Cape Dorset and who are in that field
to say that more so than I am. I’m the lay
reader off the street. Me and my board did
everything to the best of our ability, 1
always thought. | took exception to a
number of points that were in the report, of
course, but I’m looking for a solution now,
as well as you are, to make it a better
organization.

I still haven’t heard the final outcome about
what was deleted and so on and so forth. |
think we did our job to the best of our
ability and that is an opinion of the group
of individuals who took a fair amount of
time and dedication of making a report that
was given to this Assembly. | have to live
by this now. I’m no longer the chair but |
do know when | was there, the decisions
that were made by our board were made to
the best of our ability and what was given
to us. | stand be hide my word, most
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certainly, | do. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you. | appreciate that. |
think the perception obviously has been
created now by the fact that the weaknesses
are so prevalent with NBCC in terms of
financial controls and so on that even the
press has indicated that there may have
been missing funds that who knows what
happened to them.

In view of that, | don’t know why the
government, as we know it now, that they
have the former minister ask the RCMP to
investigate it. | felt as a member that should
have been a bit for work to figure out
which area is being investigated. I’m not
sure whether the clients are been
investigated or what. So having said that,
do you feel as the former chair that the
formal RCMP investigation was necessary
in hindsight? Thank you.

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

Mr. Hanson: Thank you, Mr. Chairman. |
can not make that direction, or
understanding, or commitment to say it
should or should not be. That’s not my
place. That’s the elected officials’ place.

With the amount of work that the previous
board did over the past year, year and a
half, of making things better with NBCC
since the previous CEO left and the new
person came in, | think if there was a
highlight of problem that was there, then |
think that that would have been given to, if
it was I’m not sure, but if it was given to
the previous CEO, Mr. Hannah, | think we
would have looked for that information a
lot closer and maybe found it, as we have
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found a lot of information that was not
given in the files when the OAG first came
up to do their audit.

I think the comment was it took them a
long time and they worked very diligently
on our audit and | know they were trying to
do an opinionated audit, and again, it just
got to the point where they could not. |
think the work that we have incurred since
the previous CEO has left has been, | don’t
know, 50 or 60-fold and we put a lot of
time and effort in to this. | appreciate the
comment where we were not involved, as
the OAG has said in that thing that you’re
saying, and then in the report that’s given
to me, I’m involved too much. It’s kind of
contradicting one another.

I took it as a very serious offense that we
had to deal with and I did spend a lot of
time talking to the previous and present
staff that were there as my term as chair to
make sure that the information was given
to the OAG. | know the OAG and | were in
consultation quite often by phone to make
sure things were following up but I think
what happened when the reporting
structure came from the deputy minister
that the CEO reports to him and not to me,
| found that the OAG and myself could not
have the reporting relationship that we had
previously. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you. | want to ask a
question to the former CEO. I’ll ask Mel
Orecklin: do you believe from the
hindsight now that the investigation by the
RCMP is necessary to put the facts out and
clear whether or not there are missing
records or missing funds? Do you agree
that the inquiry is necessary to find out
what actually happened if they are missing
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funds out there? Thank you.

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

Mr. Orecklin: | do not believe that there
were any illegal activities. I’m very
surprised that the RCMP was called in, and
in my opinion and my observations, | saw
nothing illegal that was done. I’m possibly
at risk of an RCMP investigation. I’m very
concerned that my reputation and my future
may be at risk, and that | was concerned
about coming here and presenting in front
this committee if there was an RCMP
investigation. | saw no reason at all that it
should be undertaken for either the staff or
any of our clients. Thank you, Mr.
Chairman.

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

Mr. Curley: Thank you. In my preamble, |
did indicate personally, as an individual, as
an MLA, | think it was too quick.

I think there should have been a further
audit or whatnot by our government to try
to narrow the scope of the areas where it
needs to investigated because | said in the
House that everyone is a suspect because
it’s so broad and it’s so huge and we don’t
know where we’re going. I’m not sure
where they’re going. It should be narrower
because peoples’ reputations can become
questionable and becomes frightening to
me as well.

The purpose of me asking that question is
because the minister had asked the
comptroller of the GN to authorize the
RCMP to look into that. To date, have you
been interviewed by the RCMP? Thank
you.
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Chairman: Thank you, Mr. Curley. Mr.
Orecklin.

Mr. Orecklin: Mr. Chairman, | have had
no contact with the RCMP on this matter at
all. Thank you.

Chairman: Thank you, Mr. Orecklin.
Maybe just more on that topic and before
we go to a break, | would just like to ask
Ms. Charron, | know as Mr. Curley pointed
out that the whole file has been referred
over to the RCMP by the Comptroller
General of the Government of Nunavut,
has your office been contacted? | know
we’ve been informed that the RCMP had
held meetings with the GN officials in
January, | believe, and I’m just wondering
if your office has had any contact with
them at all yet in this matter. Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
Yes, | can confirm that we have been in
touch with the RCMP and have met with
them. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. Just a
question | want to ask you, in the RCMP’s
investigation of this file and then our
hearings and that, would your office be
able to provide them with the same
information that you could provide us, or
would they, because of the nature of the
inquiry, be able to obtain more information
than you’re able to provide us here in these
hearings? Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
We would only produce documentation to
the RCMP if we were given an order of
production for documents. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Charron.
Maybe with that, we’ll take a 15-minute
break and come back and go to Mr.
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Peterson.

>>Committee recessed at 14:56 and
resumed at 15:33

Chairman: Welcome back everybody. We
will just continue on from where we were
before. Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
would like to ask Ms. Charron a question. |
was listening with quite a bit of interest to
your line of questioning about the deleted
files and you stopped short of mentioning
who deleted the files. I’m wondering if Ms.
Charron is in a position to tell us who
deleted the files off their computer. Thank
you, Mr. Chairman.

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

Ms. Charron: Thank you, Mr. Chairman.
In the instance where we were trying to
have access to the former loans manager’s
files, files were deleted by the former CEO,
Mr. Orecklin, and in the first case where
we were trying to get access to backup of
information prior to September 2006, the
information that we have on file is that the
service provider would have deleted the
files. Thank you.

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

Mr. Peterson: Thank you, Mr. Chairman. |
would like to ask Mr. Orecklin if he could
tell the committee why he felt it necessary
to delete those files off the former loan
manager’s computer or S-drive. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Peterson. Mr.
Orecklin.
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Mr. Orecklin: Thank you, Mr. Chairman.
In this case, I think I’ve got a very valid
reason. Before | continue, | would like to
give you a brief background on my
technical confidence. | have an
undergraduate degree in computer science
and engineering science, | have run and
owned a computer store for eight years, and
I am a fairly competent user of PCs.

The board had asked for the laptop to be
given to one of the other board members so
that we could improve communication in
using email. What | was doing was | very
carefully went through the C-drive, the
local drive, and made sure that | copied
anything that was on that to our shared
drive so that there would be nothing to be
lost. At that point, | formatted the drive and
re-installed windows so that there would be
no old material when it goes outside of
NBCC’s office. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin. I think what I heard
the Auditor General say is that the files had
been restored just that day and then later
that day or that night, the files were
removed off the S-file and then transferred
to a hard drive but there was no backup
documentation on to the S-drive to show if
all of the files were transferred or what files
were deleted.

I don’t know if it’s a coincidence or not.
Your explanation sounds valid on the
surface but was there any other reason why
you had to do it that day, or without talking
to the Auditor General’s office saying that
you’re doing this, because they just
restored the files to the computer, to the S-
drive? Thank you, Mr. Chairman.
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Chairman: Thank you, Mr. Peterson. Mr.
Orecklin.

Mr. Orecklin: I found the explanation by
the Auditor General on this a little bit
confusing. I tried to copy down the
directions as best | could. So I’m a little bit
unsure exactly when and where. In this
particular case, | thought I was acting in
complete harmony with normal procedures.

As for deleting files off the S-drive after
they were restored, | believe that Ms.
Charron said that that was the service
provider and not me. As | said, | was not
entirely clear of the line of action. I would
appreciate further clarification. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. A
clarification from Ms. Charron, is that what
you’re looking for? Mr. Orecklin.

Mr. Orecklin: I must admit that I still
don’t quite follow which drives I’m trying
to describe. The answer | gave referred to
what had been the investment manager’s
laptop and it involves strictly the C-drive
and anything else that was on the C-drive
was copied to the shared drive. Thank you,
Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Then, perhaps, if I could ask Ms. Charron
to clarify again what files were and which
drives were deleted. Thank you, Mr.
Chairman.

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

Ms. Charron: Thank you, Mr. Chairman.
Basically, the information that we were
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trying to get was the information that
pertained to the loans manager and this
information needed to be restored on the S-
drive so we could get access to the data.
The information we have is that the
information that was restored from Mr.
VVoakes’ computer or from the S-drive was
deleted by the CEO at the end of November
2006.

There were prior backups that were deleted
but that was done by the service provider
when the backup protocol changed and that
was the first incident. The second one is
when we were trying to get access to the
loans manager files and that information
needed to be restored on the S-drive. That
is the information that was deleted, copied
on your C-drive, and later deleted. It might
have come from an H-drive, on the S-
Drive, and then on your personal computer.
It gets very technical. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Charron.
There are enough drives there to drive you
crazy.

>>[ aughter
Chairman: Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
agree with you on that observation. | thank
Ms. Charron for clarifying it. With that and
the clarification, is it possible for Mr.
Orecklin to explain what you were doing
when you were deleting the files in late
November 2006 off the loans manager’s
computer. Thank you, Mr. Chairman.

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

Mr. Orecklin: No, | don’t think I can
because I’m still not sure which drive is
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which. I’m not trying to skirt this but rather
want to be technically correct when 1
answer and at this point, | don’t feel that |
understand the situation well enough to be
able to give you a satisfactory answer.
Thank you, Mr. Chairman.

Chairman: Ms. Charron, you want to try
and explain it again?

Ms. Charron: Yes, | need just one
moment, please, Mr. Chairman. Thank you.

Chairman: Thank you, Ms. Charron.
We’ll just take a moment for you to sort it
out. You can kill the mic until then.

Thank you. Ms. Charron, if you’re ready
please go ahead.

Ms. Charron: Thank you, Mr. Chairman.
To put it in simple terms, we were looking
for the information of the loans manager’s
computer and this information needed to be
copied on the S-drive so we could take a
backup of the information. Exactly what
was the flow of the information; was it on
the H-drive or S-drive? | don’t know. |
don’t have the information here. It’s very
technical.

The information on Miles Voakes’
computer, emails and correspondence that
we wanted to have a copy of, that
information was restored on the S-drive to
be later copied by yourself on your
personal computer, deleted from the S-
drive, and probably kept on your C-drive of
your personal computer. That happened at
the end of November 2006, exactly
Sunday, November 19, 2006. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Charron. Just
again, for clarification, you had finished
getting those files restored onto that
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computer just that day. Is that correct? Ms.
Charron.

Ms. Charron: This is correct. We were in
touch with the service providers at various
times of days and weekdays, and that was
done on a Sunday. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Charron.
Hopefully, does that help you out, Mr.
Orecklin? Doesn’t look like it, eh?

>>| aughter
Chairman: Go ahead, Mr. Orecklin.

Mr. Orecklin: Mr. Chairman, the
ramifications for this are rather large. | was
suspended based on, I presume, this
information. | would like to make sure that
any answer | give the committee was
factually correct to the best of my
knowledge and at this point, | cannot do
that because 1 still don’t either understand
what had been done or | don’t remember.
It’s too critical for me to be flippant about
it. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. Do
you remember deleting any files off of any
drive? Mr. Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman.
The only files that | would have deleted
were after | took Miles’ computer, copied
everything to the S-drive for long-term
storage, and then formatted that in
preparation for giving that laptop to a board
member. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. |
think what Mr. Peterson was asking you
was, it was on the weekend, the Auditor
General’s staff had just restored that
information on that computer, and then you
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took it and cleaned it up to go to a board
member on a Sunday. | think all Keith was
asking was: why was it so imperative that,
just after they got that information restored
on that computer, that without telling them
or anything, you had to get it and wipe it
clean before they had a chance to look at
it? Mr. Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman. |
refer to working on the C-drive, the local
hard drive in the laptop, not on the S-drive.
So far as | know, | never deleted any
information from the S-drive in any
manner. That would not be what I consider
normal process and | wouldn’t do it. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. |
hope that helps you, Mr. Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
thank Ms. Charron and Mr. Orecklin. |
don’t know if Mr. Orecklin realizes how
serious this is because it’s stated right in
the paragraph 23, “... electronic data that
may have contained information related to
loans had been erased. We were given no
satisfactory explanation for these
occurrences, which are not a part of a
normal business practice.” So it looks very
bad.

The Auditor General’s Office got that
information restored and then you’re over
there later and deleting it, and then just
earlier when | asked you the initial question
about this, you said you were an expert and
knowledgeable about computers, and you
had run a business for eight or nine years.
Now, you seem to not understand the
process that Ms. Charron was laying out
for us on the transfers and deletions of
various files.

I’m having a hard time understanding why
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you felt it was necessary on that particular
day and that particular time that what was
so urgent that it had to be done then and it
couldn’t have waited until Monday or
Tuesday when you knew the Auditor
General’s officials were in town

conducting their audit. You had to be aware
that they were trying to get that information
restored.

I’m just searching for an explanation that’s
rational, logical and common sense, but
you’re not providing anything to us. I’'m
wondering if you could search your
memory again and do your best to explain
it. Thank you, Mr. Chairman.

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

Mr. Orecklin: It’s very difficult to
remember something you don’t think you
did. I do not have any memory of removing
any information from the S-drive,
especially information that had been
particularly restored to that drive by the
service provider. | recognize that’s a very
serious charge which is why | am a)
cautious in answering, and b) certain that |
didn’t do it to the best of my knowledge
right now. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin for that comment. |
guess my question to you then: you believe
that you were terminated for that reason,
you stated that, so why did you allow
yourself to be let go without putting up a
fight?

You had to know that if you believe that
you didn’t do it and you say that you didn’t
do it, you don’t recall doing it, and yet, you
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believe that you were terminated because
of the belief by officials that you did delete
files, then why did you just walk away?
Why didn’t you stick around and fight it, or
hire yourself a good lawyer and duke it out
with the Nunavut Business Credit
Corporation or the Department of
Economic Development and
Transportation?

Instead, you walked away, you took ten
weeks of severance pay and you went
down to Vancouver Island, and then the
Auditor General came out with this report
which clearly points the finger at you. It is
damaging to your reputation. Most of us
work very hard in life to protect our
reputation. Really, at the end of life, your
reputation is all you have. So why isn’t it
worth fighting for with the government?
Why did you walk away if you didn’t do
this? Thank you, Mr. Chairman.

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

Mr. Orecklin: In the month after | was
suspended and I left Nunavut immediately
afterwards, after | was suspended, | waited
by the phone daily for some
communication to find out what | had done
beyond one letter that | was given and
believing as | do today that | had done
nothing wrong.

The regulations show that you must be
contacted within 30 days. On the 31st day,
I received a phone call to say that it had
been deferred and that | would have to wait
again. There was another month of waiting.
Again, on the 30th or 31st day, | was
contacted and | was given an offer.

I had a three-year term which expired in
July. My desire was to return to the CEO
position, be given a set of criteria that if |
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would meet that | would be rehired or
given another term. The deputy minister
was adamant that that would not happen
and after I sent him back an email saying,
“Here’s my counter offer,” his response
was, “There’s a third offer and you’ll be
fired.”

I had no way that I would be continued in
the position past July. I asked for 10 weeks
and that took me to the end of May. At this
point, | wanted to finish the thing. | was
very unsettled and it was a very unpleasant
period for me. | hope that’s a sufficient
explanation. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
thank Mr. Orecklin. Mr. Orecklin, during
this whole period of time, did you retain
legal counsel to advise you on what your
replies or responses to these discussions
with the deputy minister were with the
offers he was making, the three options?
Did you have legal counsel advise you, or
were you acting on your own? Thank you,
Mr. Chairman.

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

Mr. Orecklin: | retained legal counsel to
negotiate the final contract agreement.
Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
thank Mr. Orecklin. We had the first
session of these hearings in November and
your name came up in reference quite
often, and again, the last two days. Do you
think that you’re being made a scapegoat
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for all of the problems that befell the
Nunavut Business Credit Corporation?
Thank you, Mr. Chairman.

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

Mr. Orecklin: The question of scapegoat
has not crossed my mind. The question of
guilt or of responsibility certainly has and |
accept that | did not carry out the functions
of the CEO to an acceptable level to
myself. | take responsibility for that and |
feel very poorly that | did not do a better
job, but the question of scapegoat has not
occurred to me. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Orecklin
and Mr. Chairman, for that answer. |
listened to your opening comments
yesterday and then | read them a couple
times; | have marked up the pages quite a
bit here. In one of your comments
yesterday that I’m reading here, “If it were
not so tragic, the scale of this investigation
has a sense of the absurd.” What did you
mean by that statement, *“a sense of the
absurd”?

Everybody in Canada knows who the
Auditor General’s Office is and they know
why they went to organizations, or into
these, or audit programs of the
governments. It’s important that the public
wants to be sure that accountability is being
observed and that there are improvements
being made to government departments, or
governance, or programs that public
monies are used to fund.

So why would you say, “If this were not so
tragic, the scale of this investigation has a
sense of the absurd”? Do you not think it’s
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something that’s necessary? Thank you,
Mr. Chairman.

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

Mr. Orecklin: Not at all. The theatre of the
absurd is something I’m sure that you’ve
come across. There are six people sitting on
the other side and seven of us on this side,
and five people who work for the Nunavut
Government. To me, that smacks, or could
be used in the theatre of the absurd and
that’s the way | used the word. Thank you,
Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin. You do agree that the
Auditor General’s Office performs a
valuable service and | believe in this
instance with the Nunavut Business Credit
Corporation, it wasn’t just a fly-in and fly-
out audit. It was something that took place
over a period of many months because they
were back and forth trying to get answers
and get information.

The Nunavut Business Credit Corporation,
relatively speaking, isn’t a very large
organization as you correctly pointed out.
You only have five PYs and I think your
annual operating budget is $450,000 but
you do administer a $25 million loan
program. Would you agree that the Auditor
General’s Office performs a valuable
service, and in this case, it was probably a
valuable service that was much overdue?
Thank you, Mr. Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman. |
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certainly recognize the need for an audit,
the reason for an audit, and that the things
that are pointed out, I’ve already told you
what my feelings are about that and how
personal | take the points that were made
by the Auditor General. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin. You indicated in your
opening comments that you think that, as
bad as this audit was, it would have been
worse if they had done the audit in a
previous point in the corporation’s history.
You said here, “... had the Auditor General
undertaken a similar audit at any point in
the Corporation’s history, their results
would have been significantly more
damning.” What did you mean by that
statement? Thank you, Mr. Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman. |
know that a lot of work was done on the
files while 1 was there, significant work.
We did search and found much of the
missing material, but obviously, there was
much more that we did not find. It was my
opinion that there was much that needed to
be done on the old file system and that we
did that. Therefore, it’s a reasonable
conclusion to come to that more
information would have been missing had
we not found it first. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin. Mr. Orecklin, are you
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aware that in the history of the Auditor
General’s Office that there have only been
two denials of opinion? | may stand
corrected but I think the one was the CBC
way back in the 80s and then the second
was this one, the Nunavut Business Credit
Corporation, if I’m correct. What do you
think about that? Thank you, Mr.
Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman. |
have read through the Auditor General’s
Report a number of times. | have taken
every statement in it and tried to
understand where | went wrong and where
we did not do the job that we should have.

The fact that the opinion was denied is an
extremely serious one and it’s part of the
reason that | agreed to come here and to
provide whatever information | can so that
the corporation could, perhaps, do better in
the future. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin. Mr. Orecklin, you
commissioned MacKay Landau Chartered
Accountants to do some work for the
NBCC under a service contract and I’m not
sure of the period of time but it was in
early 2006.

So they went in and it appears that they did
a lot of accounting for you because you
were without a comptroller for a year. So
I’m not sure why it took so long to hire a
comptroller but one of their statements on
page 2 of the report reads, “As a result of
our work with the NBCC, we have
prepared the following comments on the
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health of the current accounting system and
wish to bring the following matters to your
attention,” and then they went on to list, in
quite some detail, loan documentation, loan
review, loan approvals, purchases,
payables, payments, bank statements,
accounts cheques, regular review, and
staffing. So they’re bringing those to your
attention.

So with you being with the NBCC, | think
you started in July 2004 and this letter is
written in April of 2006, now, I’'m
wondering, as a CEO, how you couldn’t be
aware of all those issues for an almost two-
year period of time. They had to go and do
some accounting for you but whatever they
were doing, they got that done, they took a
look at some other stuff and they said,
“Holy smokes. We better alert the CEO and
the board of all these other issues.”

Once that was done, you took exception to
their letter. You said that they overstepped
their boundaries. Perhaps, you could
explain why you took exception and what
did you do to start trying to clean up some
of the issues they identified? Clearly,
according to the Auditor General’s Office,
it was an independent accounting firm that
you yourself and the Nunavut Business
Credit Corporation hired to retain to do
some work for you. Thank you, Mr.
Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman. |
didn’t handle that very well. It’s not
something I’m terribly proud of. What |
should have done is asked MacKay Landau
to come back in and to continue their work
rather than sending the chairperson the
letter.
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In the subsequent week or two, we
answered, | believe, almost everything that
MacKay Landau commented on, and what

I certainly should have done is ask MacKay
Landau to come back and continue work
before issuing the letter.

The letter was addressed to the chairperson
as “Personal and Confidential.” I thought it
would remain personal and confidential
between the chairperson and me, and it was
not. | would have answered to the
chairperson that, “Here is what we are
doing and here is the sum of the things that
were brought up were incomplete and that
we have better answers for them.” Thank
you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin. Actually, the letter I'm
reading of April 11, 2006, it’s addressed to
the Nunavut Business Credit Corporation
and it’s “Attention: Mel Orecklin, Private
and Confidential. Dear Sirs,” and then it’s
signed by Scott Reid for Andrew Waywell
Chartered Accountant and Partner but a
copy goes to Robert Hanson, Chairman and
Ruth Niptanatiak-Wilcox, Vice-
chairperson.

The letter was actually sent to you and
addressed to you. So are you saying that
the letter, in fact, went to the chairperson
instead and that he shouldn’t have seen that
letter? Are you saying the letter’s addressed
to him, because it’s clearly addressed to
you and copied to him? Obviously, the firm
wanted the chairperson and the vice-
chairperson to be aware of what they found
and what they did in their
recommendations they were providing to
the NBCC, you as a CEO, and then ensure
that the chairperson and vice-chair were
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aware. Could you clarify your previous
comments? Thank you, Mr. Chairman.

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

Mr. Orecklin: Yes, the letter was to me
with copies to the chairperson and the vice-
chairperson. I had expected that it would go
no further than that and that we would deal
with the issues and provide answers to the
chairperson and vice-chairperson, the
directors, internally, that is within NBCC
and not have it go beyond NBCC. Thank
you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
If Mr. Orecklin could clarify again, so if a
letter is sent to you and copied to the chair
and the vice-chair, then where else did the
letter go? Can you clarify where? You
seem to suggest that the letter went to
somewhere, or some individual, or entity
outside the NBCC. Can you clarify that,
please? Thank you, Mr. Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman. |
understand that the letter ended up in the
deputy minister’s office. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman.
Thank you, Mr. Orecklin. I think it
probably did end up here because Mr.
Hanson, the chairperson, wrote you a letter
shortly after April 26, that’s where, “I
discussed the letter with the Deputy
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Minister Alex Campbell and I confirm that
we have great concerns contrary to your
ongoing assurance of writing reports
indicating that operations are up to speed.
They are in fact not.”

Can you clarify that the last little blurb
there that the chairperson made because he
seems to be saying that you were providing
him and the board with assurance that
everything was working and everything
was functioning properly, and yet, MacKay
Landau sent you a letter and copied to him
that clearly showed that things weren’t
operating properly in their opinion? What
assurances were you giving to the board via
verbal or written reports that led you to
believe that everything was working
properly, or functioning properly within
NBCC? Thank you, Mr. Chairman.

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

Mr. Orecklin: Mr. Chairman, I’m not sure
how | am going to answer that one. The
issues brought forward by MacKay Landau
were answered, | believe, to the board’s
approval or level of acceptance, and that |
did believe that things were going alright.
The Auditor General’s Report shows that,
in fact, they were not and that | was at
fault. Thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin. Further on in that letter
there’s an interesting comment. You
indicated earlier that the staff had been
doing a lot of work to get the files, records,
and accounting up to a special level for the
Auditor General’s Office so things would
proceed smoothly.
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In the chairperson’s letter, the chairman is
saying, “I have also been apprised that the
amount of the overtime collected and paid
out to one of our staff is in excess of
$50,000. This is totally unacceptable and
warrants your immediate attention.” Who
was authorizing that amount of overtime
for one staff if the chairperson or board
wasn’t authorizing it and they weren’t
aware of it? Thank you, Mr. Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman.
Clearly, I was the authorizing agent. Thank
you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin for clarifying that. Who
was the one staff person that was earning
all of this overtime, this $50,000 plus?
Thank you, Mr. Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman.
It was the investment manager and it was
an attempt to work through the file system
and to provide service to our clients that
required the overtime. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin. In the letter from
MacKay Landau they state that the
documentation alone was critical to the
success of the NBCC and without the
proper legal paperwork, NBCC was
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exposed to unnecessary additional risks.
They talked about staffing and so on.

In your management comment to MacKay
Landau, in the letter you say, “MacKay
Landau has spent approximately seven
days in the NBCC'’s office. Miles VVoakes,
the Investment Manager, was on vacation
during these two visits and Miles has the
prime knowledge and resource for loans.
They did not have or request access to
Miles’ email. Email is the primary means
of correspondence with the clients and the
email is filed by company in the folders
facilitating review.”

So if you’re paying Mr. Voakes over
$50,000 in overtime to prepare files for
review, either by MacKay Landau or the
Auditor General’s Office, why was Mr.
VVoakes not present when MacKay Landau,
in this case, were in Cape Dorset to meet
with you and/or your officials? Thank you,
Mr. Chairman.

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

Mr. Orecklin: | can neither confirm nor
deny that it was $50,000 of overtime was
paid. He did earn much overtime pay and
took part of that as time in lieu, took an
extended vacation and he had not yet
returned when Mackay Landau was
visiting. We were expecting him back very
shortly. He did return just at the end of it
and roughly when the letter went to me and
to the chairperson. Thank you, Mr.
Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Orecklin for that clarification. |
just want to ask Mr. Jhaveri a question. In
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his opening comments yesterday, he said,
“Besides being the Comptroller, I was also
performing all the duties of the Investment
Manager since a long time. All this work
had required me to put in extraordinary
hours of work at NBCC without being
compensated.” Maybe if Mr. Jhaveri could
tell us, he says he was putting in all of
these extra hours of overtime without being
compensated, at any point, did you
approach the board of directors or the
chairperson about overtime, and if so, what
was their response? Thank you, Mr.
Chairman.

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

Mr. Orecklin: Are you questioning me,
Mr. Chairman?

Chairman: Mr. Jhaveri, sorry.

Mr. Jhaveri: Thank you, Mr. Chairman. |
did not approach the chairperson or the
board of directors regarding being
compensated because, at that point of time,
we had an Acting CEO and there was no
permanent CEO. The Acting CEO was
never in town mostly and I just did those
things with my initiative, kind of. | was not
really asked to do anything by anybody but
| felt that being the only person at the
corporation with a secretary, it was my
duty to do whatever with the knowledge
and ability that | have to achieve the
objective of NBCC.

So | believe in my initiative and during that
time that | was in constant touch with the
chairperson for any advice that | needed, he
gladly provided what he wanted or needed
at any point of time. So he’s aware of the
work | have put in but I never made the
request for the overtime. Thank you, Mr.
Chairman.
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Chairman: Thank you, Mr. Jhaveri. Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman.
My question | guess would be to Mr.
Orecklin. This whole thing is pretty messy
or pretty fuzzy. 1 don’t think we’re getting
a whole lot of answers this week. | think
the last couple of days we’re being more
like crime scene investigators, it seems
like.

Mr. Jhaveri was putting in a lot of extra
time and he was the only one there for a
period of time, and then he left in March of
2005 and Mr. VVoakes was spending a lot of
time putting all of the files together. I have
to take it at face value (inaudible) the
$50,000 of overtime.

Be that as it may, what I’m hearing and
what I’m seeing here is that Mr. Jhaveri
had a lot of time and extra hours looking
after files, filing and dealing with loan
processes. Mr. Voakes was doing a lot of
the same, and yet, MacKay Landau comes
in and says everything is a mess, and then
the Auditor General shows up and basically
says the same thing.

So you and all of your staff, at different
times during their tenures, at the NBCC
were working on all of these files and
putting in many hours of overtime paid and
unpaid, and yet, you have a chartered
accountant for MacKay Landau saying,
“Mr. Orecklin, you’ve got some serious
problems in there,” and this is like a year
and a half after you started. The Auditor
General came along and did their audit, and
they spent close to a year, maybe longer,
auditing, and then they have to come out
and issue a denial of opinion, the first time
for Nunavut and very embarrassing for
everybody involved. MLAs are certainly
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not happy and we’re accountable to the
Legislative Assembly and our constituents.

So if all of this work is going on and you
had clearly known that there were some
problems, then what happened? Where did
the breakdown occur? It seems to have
occurred on your watch, although you tried
to point the finger at the previous CEO.
You said, “In my interview... | failed to
uphold the standards necessary,” and then,
“1 did not know what the standards were as
the previous CEQO’s knowledge was... no
better than mine, so there was no history on
which to lean.”

So you’re blaming and passing some of the
buck to the previous guys, Mike Sanagan
and Brock Junkin. Can you somehow help
us out here? What happened? You were the
guy there and you were at the epicentre, so
to speak, and we’re on the outside asking
guestions. Can you help us? Thank you,
Mr. Chairman.

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

Mr. Orecklin: Thank you, Mr. Chairman.
That’s a very insightful question, Mr.
Peterson. | don’t think | knew sufficiently
about the documentation required in loans.
If you don’t know what the right answer is,
it’s much harder to monitor and tell what is
right.

I know that we made every effort that we
knew how to try and get things in order.
Obviously, we did not do a good enough
job and that Mr. Hannah continued to
work. We spoke very briefly together and
he was saying that the requirements for
hours of very demanding investigation
were needed to put those files in order. |
also underestimated the time required to
transfer from spreadsheets to the TEA
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management system. | had expected it
would be a very straight forward thing, and
in fact, it took months and months and
months.

To conclude, a combination of lack of
knowledge of what is the right answer and
the work required to put them into the right
answer caused this breakdown. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. It’s
getting late in the day and | have Mr.
Curley on my list. I wanted to ask some
more questions to each of you that | asked
each of the government officials when they
were here as well just to have a response on
record.

Maybe first, I’ll start off with Mr. Hanson.
At any time during your tenure as a
chairperson of the board of directors, were
you asked or directed to make any
decisions that you considered to be
inappropriate, unethical, or illegal? Mr.
Hanson.

Mr. Hanson: Thank you, Mr. Chairman.
There’s no way and | mean no way that’s
ever happened. That’s who I am. I’'m as
honest as the day is long and that would
never happen on my watch. If I knew about
it, somebody would definitely hear about it.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Hanson. I’ll
just go down quickly, just so I’ve got this
on the record for all of the witnesses, so it’s
not in any way questioning anyone but just
to have the air cleared one way or the other.
There are all kinds of rumours and stuff
going on out there that we would like to get
cleared up.

Mr. Orecklin, at any time during your
tenure as an employee with the Nunavut
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Business Credit Corporation, were you
asked or directed to make decisions which
you considered to be inappropriate,
unethical, or illegal? Mr. Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman.
The answer is no. Thank you, Mr.
Chairman.

Chairman: Mr. Hannah, do you want me
to repeat the question?

Mr. Hannah: No, Mr. Chairman. The
answer is no, Mr. Chairman.

Chairman: Thank you. Mr. Jhaveri, |
believe you’ve been asked that question
already so I’ll go to Mr. Voakes. Do you
want me to repeat the question? No, okay.
Go ahead, Mr. Voakes.

Mr. Voakes: | wasn’t asked to do anything
illegal or where | considered it to be
inappropriate.

Chairman: Thank you, Mr. Voakes. |
guess the next question that I asked all of
the staff that were here, and maybe I’ll just
ask generally to everyone, and I’ll just go
down the line and you can respond to it is:
were any of you ever contacted by the
minister or the minister’s office in relation
to any of the loans or applications that have
been put forward to the corporation for
review? Mr. Hanson.

Mr. Hanson: Thank you, Mr. Chairman.
No minister has ever asked me anything
about any pending loan. Questions came
from other MLAs about loans that are in
existence that came to me about through
the CEOQ but never, that wouldn’t be
allowed. It’s very unethical.

There is information that has come through
to me from you and to other Members of
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the Assembly about information about
individuals who have loans with the board.
That most certainly is already done and
then we would have to discuss it because
it’s public knowledge. Let me clarify that
just so you know. But no, I know too many
people. I would go to the top and have it
known. No, sir, thank you.

Chairman: Thank you, Mr. Hanson. Mr.
Orecklin.

Mr. Orecklin: I wasn’t sure about the
former chairperson. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Orecklin. Mr.
Hannah.

Mr. Hannabh: Is the question: have | met
with the minister dealing with loans?

Chairman: The question was, in your
capacity as an employee with the NBCC,
and | know that you still work for the
department now, were you ever contacted
by a minister or minister’s office about
loans that were, or applications that were,
before or being submitted to the
corporation for consideration? Thank you.
Mr. Hannah.

Mr. Hannah: The answer is no, Mr.
Chairman.

Chairman: Thank you, Mr. Hannah. Mr.
Jhaveri, would you like to respond to that?

Mr. Jhaveri: The answer is no. | was
directed that, when | was doing the work of
the investment manager, | had to process
several files. None of those files came from
anybody above, including the chairperson,
or any member of the board, or any
member of the department of the
government, or the deputy ministers, or the
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minister himself. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Jhaveri. Mr.
Voakes.

Mr. Voakes: No, sorry about that. No.
Thank you.

Chairman: Thank you, gentlemen. The
other question | would like to ask, and
going back into the report itself in
paragraph 51, in the section where it deals
with, “The Corporation did not adequately
manage and monitor its loans,” paragraph
51 indicates that the corporation “did not
take timely action on defaulted loans to the
protect its investment.” And, “We found
that collection efforts are lacking and that
follow-up on payment arrears varies, from
little effort in some cases to a lot of effort
and involvement in others.”

Now, I know, as Mr. Hanson has pointed
out, there have been some concerns that |
have raised here in the Assembly over what
I would think is excessive in pursuing a
corporation that, I think in the end, has
spent over $125,000 to collect on $5,500,
which, actually, I believe that balance has
been paid off now.

In that whole process of deciding on,
“Okay, who are we going to pursue
through the courts, or how is that process
going to happen?” Maybe my first question
would be to Mr. Hanson is: in any event
where the corporation is taking legal action
against someone, like one of its clients, is
that information always brought forward to
the board for a decision on, or is that
something that was left in hands of the
administration? Mr. Hanson.

Mr. Hanson: Thank you, Mr. Chairman.
Defaulted loans, as all loans, are brought to
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the board. Every time we have a face-to-
face, they’re all discussed; every loan both
good and bad.

The board does give the direction to the
staff when it is time to go after the people
who are in default and that is the direction
that is given by the board. Once we realize
that company A, or B, or C is not paying
the loan, once it gets in arrears, the board is
recommending to the staff to follow-up and
advise us at the next board level of what is
happening and keeping an eye on it. Once
it comes to the point where it’s not going to
happen and we’re not going to get
reimbursed, then, of course, we advise the
staff to do the legal action.

And, | think for clarification the point you
just brought up again, and what you’ve
discussed in the beginning, that amount of
money is what’s spent only because we had
to go to court to defend ourselves. If that
was not done, then we would not have to
spend that type of money.

It didn’t happen once. It happened a
number of times because the client at the
time, Mr. or Mrs. X, wanted to go to court
to get a better ruling and every time it went
to court, I guess it was denied and it would
always come back to us. Just so you’re
aware of that.

We tried to deal with that as best we could,
but when the organization is brought to
court, we have to defend ourselves and
that’s why that expense was done.
Otherwise, we definitely worked at that and
tried to stop it a long time ago. Just for
your information, Mr. Chairman. | won’t
go into that nonsense. Thank you.

Chairman: Thank you, Mr. Hanson. |
understand and I also know, like in cases,
sometimes where you have loans that are in
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default with individuals that may have
loans with other entities and other lending
institutions in the territory, whether it is the
one in the Kitikmeot, the one in the
Kivallig, or the one here in the Baffin, the
regional organizations.

In cases where someone that’s in default, if
one of those other institutions has decided
to dig in there heels and go along with it,
and to go after and push any file for
collection, how would that have affected
the corporation? Would they be obligated
to follow along a suit with, let’s say if
KBDC takes someone to court, or BBDC,
or the Kitikmeot one, if any of those
organizations took a client to court for
collection reasons and they were also a
client of the corporation that it was in
default, so your both named on as “lien
holders,” or whatever it is, for the asset,
I’m sure there’s probably something there,
would the actions of those organizations
bind the corporation as well into following
along with whatever decisions that they
made? | don’t know who. Mr. Hanson.

Mr. Hanson: Thank you, Mr. Chairman. |
have no problem answering that at all.
Again, it would be given to us by the staff
and it all depends on a number of
scenarios. If other agencies are taking an
individual to court on outstanding loans,
then it’s up to them to do that because they
have a loan that comes with that
organization.

It’s kind of a twofold question. If they do
have a loan with us, normally, when the
presentation has been made as it has in the
past from other companies who get loans
from us, we try to pay that loan out before
it comes to us as part of the loan amount so
that we can be put first in place for
securities.
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So what I’m saying is if company Z has an
amount of $30,000 and they come to us for
$200,000, we try to amalgamate that into
the one loan so we can pay off the lender,
whether it is KBDC, or CIBC, or Royal
Bank, or whatever. We always want to be
in first place, if at all possible, on all
securities. If that helps you, thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Hanson. |
guess if it was in the case where that
doesn’t happen, where they have both on
risk - the corporation’s exposure on a risk
is tied to an asset and the other
organization’s exposure to that risk is tied
to the same asset.

I guess what | was saying is if the other
organization decides to go through the
courts and pursue that action to try to
recoup and cover off it’s exposure through
that asset or any other way, the corporation
would also be listed on there as a lien
holder. If they chose to do that, would that
oblige the corporation to go along with
them in their action?

Would the corporation have to go to court
as well with them against the client to
protect their interest? Because if you don’t,
then that other group goes to court and they
get their interest taken care of and you guys
are left holding nothing. So that’s why I’'m
just wondering, in cases like that, would it
have to be something where you guys
automatically, because of the way things
are structured, have to follow along?
Hopefully, that clarifies it. Mr. Hanson.

Mr. Hanson: Yes, | don’t know if you
want me to give the answer. | think I have a
good idea in what you’re asking and | think
I can answer to the best of my ability from
my years on the board but I think, perhaps,
one of the staff should do the clarification
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because they’re dealing with that.

I guess what 1I’m trying to say to you is that
I’m aware if there were incidences that
may have happened, then, I’m sure, that the
lending agencies out there would be talking
to the staff. | wouldn’t know that until it
was first brought to the board, so | don’t
want to put something to you that I’m not
fully adverse in telling you. So I think it
maybe should come from the staff.

Normally, it depends if we are first in line,
second in line, or third in line, and just like
any company that have problems, and if an
organization or a lending agency is going
after the money, of course, you would have
to file a suit to get some of it and that
would only come once you have identified
why the person is going after the money.
They would tell you that, “We’re going
after company Z,” but | think you may
want to get clarification from the staff more
so than me, Mr. Chairman. Thank you.

Chairman: Thank you, Mr. Hanson. I’'m
not sure: would that be something that
would go through the investment manager
or through the CEO? Mr. Orecklin.

Mr. Orecklin: If NBCC shared first
position with another corporation, such as
Atugtuarvik, 1 honestly don’t know what
the legal requirements are should the loan
go in default. I would have to defer to
someone else. Thank you, Mr. Chairman.

Chairman: Can | ask you to repeat that,
please?

Mr. Orecklin: It is quite reasonable to
share the first against the assets with
another corporation, such as Atugtuarvik,
so you’re sharing the risk. Should that
client default, 1 do not know personally the
legal requirements if one side wants to
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recover. | would imagine that they would
go in together but I do not know whether
it’s legally required. Thank you, Mr.
Chairman.

Chairman: Thank you. Maybe I’ll just ask
Mr. Voakes, as his role as the investment
manager, if he has anything that he would
like to add to that, or any additional
information. Mr. VVoakes.

Mr. Voakes: Thank you, Mr. Chairman.
It’s my experience that our legal counsel
would be informed by the legal counsel of
their agency. At that time, our legal counsel
would inform us of a position that could be
taken and how we should act with respect
to our responsibility in the action.

So again, each instance is independent and
it depends on the circumstances for each
separate instance. In a formal sense, it
would be passed through legal counsel,
lawyer-to-lawyer to us to-lawyer-to-lawyer
to them. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. VVoakes. Lots
of lawyers.

>>[ aughter

Chairman: On that, depending what
advice would come from the legal counsel,
if they said, “Well, it’s up to you,” or “You
have to,” in your experience, you must
have seen in your time some cases like that
where “Well, it’s up to you,” or “You don’t
have to,” or “You should,” or what kind of
options were there? Mr. VVoakes.

Mr. Voakes: Thank you, Mr. Chairman.
Any information with respect to my
position as investment manager that |
would receive, | would pass forward to the
CEO and | would expect that that would
then move forward to the board for the
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board to make that type of decision. My
role would only be to gather as much
information so that senior management or
the board could make a well informed
decision. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. VVoakes. In
your tenure with the corporation, did you
have to do that in some cases? Mr. Voakes.

Mr. Voakes: Thank you, Mr. Chairman.
No, there was no communication from our
legal counsel to me on any loans that were
being foreclosed by other agencies in
which we had security on. Thank you.

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

Mr. Curley: Thank you, Mr. Chairman. |
want to follow-up again on the records, and
also the preamble to my question is, first of
all, addressed to the Auditor General’s
team.

There has been a lot of reference to the fact
that the Auditor General’s team found a
lack of proper records which caused them
to eventually issue a denial of the original
audit. I believe that the preamble on page
two, as to what they found, indicates quite
clearly that these were very important
information that they needed that went
missing, and | quote, what they were
looking for either “had been deleted or had
not been kept on file.”

So | want to ask Ms. Charron, having these,
if the records were properly kept, would
you have arrived at a different conclusion
which would have led to further evidence
of finding whether some of the loans were
proper or were problem loans? | just want
you to give more information, having all of
that proper information and records would
lead to something positive. Am | correct? If
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you would help us out by explaining what
would that have accomplished. Thank you.

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

Ms. Charron: Thank you, Mr. Chairman.
Unfortunately, | cannot give you a black or
white answer here. The answer is | don’t
know. It all depends on what is what we
find in the records. We might come across
a situation where, even if it’s documented,
a transaction might not be in compliance
with the Act, the FAA, or the NBCC Act, or
the rules and regulations.

In addition to having information in files, it
is important that the corporation has in
place a proper control framework where
comfort can be provided to all levels of
management and the board of directors on
whether the transactions are accurately
recorded and reported in the financial
statements. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you. I believe what
you were looking for were very serious and
very important to the performance to
enable the NBCC as a corporation whether
or not they were complying with not only
the law but the regulations, as well policy,
as well as the proper directions from the
board, whether they were properly
accounted for when there was approval for
signatures, or all of these kinds of stuff.

So | believe what you’re looking for, you
know, I think the committee is satisfied
with what you said in the report, is really
quite serious, that those documentation
required were serious. They were important
documents.
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What | heard from the former CEO is what
he deleted were not that important. Why do
you feel that what you deleted were not
important, Mr. Orecklin? Thank you.

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

Mr. Orecklin: Thank you, Mr. Chairman.
There appears to be two cases. The first
case, | was doing what would be
considered normal preparatory work for
giving a laptop to someone else, that is,
making sure it had no proprietary
information on it.

The second case, which | believe is the
serious one, is one that I can’t I did or did
not do it because | don’t think I did it, so
it’s hard to say that | definitely didn’t do it.
I don’t believe that | did anything incorrect
on that. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you. | want to ask Mr.
Orecklin again: what made you feel you
were the proprietor of those laptops? Thank
you.

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

Mr. Orecklin: Thank you, Mr. Chairman.
The laptops were owned by NBCC. The
particular one at issue had been previously
used by the investment manager. It’s quite
common to take a slightly older laptop - it
was probably a year or a year and a half old
- and re-assign it.

In this case, it was going to go to a board
member, who did not have a laptop, in the
attempt to improve our communications
electronically. Had there been another
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investment manager, we would’ve simply
bought a new laptop. Thank you, Mr.
Chairman.

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

Mr. Curley: Thank you. What I’m trying
to get at is, obviously, that I think there are
properties that were used by NBCC’s
officials in the corporation that belong to
the public, certainly, to the shareholders. |
want to ask Mr. Orecklin again: the files
that were contained in those laptops, whose
property are they?

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

Mr. Orecklin: No question that they’re
property of the corporation. Thank you,
Mr. Chairman.

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

Mr. Curley: Thank you, Mr. Chairman.
Did you not feel that you need permission,
at least from the directors, to delete all of
that information contained in those
computers or laptops? Thank you.

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

Mr. Orecklin: Thank you. I very carefully
copied every piece of information that was
on that laptop to a more secure area, our
server. | then cleaned up the laptop in
preparation for giving it to someone else
and that would be considered reasonable
security because you don’t want
proprietary information off the property.
Thank you, Mr. Chairman.

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

Mr. Curley: | appreciate that information
but what I’m trying to get at is | think
anyone who has that information, whether
it’s relevant or not, it really doesn’t form
part of any management tool or whatnot.
So I’m not sure what you were worried
about in looking through all of these email
stuff and eventually selecting only the ones
that you want to keep in that computer, or
transferring it to some other...

What I’m trying to get at is | believe that
there was total lack of respect for the
information contained in those documents,
and therefore, when the Auditor General
concluded that there were missing records,
why did you not feel that what they were
looking for was important, and
accommodate them and to be helpful to
them as you should have been? Thank you.

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

Mr. Orecklin: Thank you, Mr. Chairman.
May | use an analogy? There’s a briefcase.
The stock person has left. The briefcase is
filled with paper. | take the paper out of the
brief case and put it in a file cabinet for
long-term storage. | then, after the briefcase
is empty, clean it out and I re-assign that
briefcase to someone else. | think that’s an
accurate description of what | was doing
with that laptop. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you. | would consider
that a waste of your time because you had
more important things to do than the person
who actually has been using that. It
probably would have contained a whole lot
more information.
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You didn’t need the Auditor General to do
the janitorial work on it and so on because
in one reference from the Auditor
General’s comments, I’m not sure which
page it is at, it’s very clear: why are there
no foreclosure policies? The report
indicates that the CEO indicated that it was
not a practice. Why did you take your job
so casually? Thank you.

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

Mr. Orecklin: Mr. Chairman, | would just
like to find that quote if I may before
responding. | believe that you are referring
to paragraph 22, last sentence. “... the
former Chief Executive Officer (CEO)
informed us that the Corporation had no
guidelines on loan foreclosures, because
they were not NBCC'’s practice.”

Mr. Chairman, | don’t specifically
remember saying that to the OAG,
however, the NBCC most certainly did do
loan foreclosures. So it was our practice. |
have no doubt that they can find the exact
quote but I don’t know where it came from
and it certainly was not what | had
believed. Thank you, Mr. Chairman.

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

Mr. Curley: Thank you, Mr. Chairman. |
believe that information is really quite
serious because there are millions of loans
out there and the report is quite clear
throughout. If you read the whole contents
of the report, it states that there were no
policies in place.

It might have been handled on a case-by-
case basis. That’s what | understood as
what was happening with NBCC. | would
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like to ask Ms. Charron: was that reference
made directly to your officials or to you
during the course of your work on the
audit? Thank you.

Chairman: Thank you. Ms. Charron.

Ms. Charron: Thank you, Mr. Chairman.
The assessment was sent directly to me
during the audit. We were discussing
impaired loans and loans foreclosure. |
would like to add that it was confirmed in
an email that we subsequently had and also
confirmed by the former CEO when we
cleared the facts prior to reporting in the
Legislative Assembly. Thank you.

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

Mr. Curley: Thank you, Mr. Chairman.
What I’m trying to get at is that the
information that’s missing would have
been useful for the whole review of the
whole public accounts because that’s what
our job is.

We’re not just a committee that’s just
interested in looking over someone’s dirty
laundry. We are actually the ones who are
delegated by the Assembly, once a report is
tabled in the House, of looking over the
whole thing, evaluating it, and eventually
helping to recommend certain practices or
policies that would be eventually
developed by the government.

In that case, the record keeping appears to
have been one of the major problems
during the audit of 2006. Mr. Orecklin did
indicate he was very good at computers and
so on, and probably one of the best at that
time at that particular company or
corporation, but you’re not convincing
anyone that you were good or very good at
record keeping. Would you agree with
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that? Thank you.

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

Mr. Orecklin: Thank you, Mr. Chairman.
I’ve already agreed with that. Thank you.

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

Mr. Curley: Thank you. | have a further
question to Mr. Bob Hanson. In your
position when you were there, did you feel
there were team playing members of the
team that you had who were working
together, or did you detect any tension in
the working relationships amongst the staff
of the NBCC, when there were staff of the
NBCC, during your tenure? Thank you.

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

Mr. Hanson: Thank you, Mr. Chairman. |
think what I have or what | received from
the staff there was always a good
relationship by them. Most staff never
talked about one another.

I know there were internal problems with
staff because of the people in Cape Dorset,
who | know quite well, as you are aware,
and part of my family, and some people did
mention that... not necessarily the previous
CEO, but the previous CEO before him had
problems with dealing with individuals
within the organization and the way they
were treated. | never got involved in that.
That was not my role as chair.

When | had an opportunity to talk to Raj, |
did in confidence but it was never made
public. I did support the staff when
problems occurred but it wasn’t my place
because | don’t do the day-to-day, it’s
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probably stipulated here, but I did not do
the day-to-day operations that way, no.
There were probably problems, yes, Mr.
Chairman. Thank you.

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

Mr. Curley: | have another question to Mr.
Hannah. You did serve as a CEO of the
institution, obviously, you had a lot more
information then to perform your duties
from all of the reviews and so on that were
taking place.

Were you also experiencing some of the
problems that the Auditor General’s team
mentioned with respect to the funds being
disbursed before approvals were made?
Were there any during your time as a CEO,
that funds were disbursed before the
approvals were given by the board? Thank
you.

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

Mr. Hannah: Thank you, very much, Mr.
Chairman. The answer is | did experience
and | did find some of the same things that
the OAG found in those past files, yes. Did
I have any funds go out before things were
approved? No, I did not; under my watch,
no. No loan funds were sent out to anybody
before they were approved.

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

Mr. Curley: Thank you, Mr. Chairman. |
would like to ask Mr. Orecklin: did you
ever disburse any funds and signed cheques
before the board of directors approved any
amount of loans? Did that happen more
than once? Thank you.
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Chairman: Thank you, Mr. Curley. Mr.
Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman.
To the best of my knowledge, no. Thank
you, Mr. Chairman.

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

Mr. Curley: Thank you. My last question
is to the Auditor General’s team, to Ms.
Charron. You indicated in the report
numerous times that funds were disbursed
prior to the funds being approved and also
were not properly used for what they were
intended to be. Could you explain to us as
to how many you have found? Was it more
than once? Thank you.

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

Ms. Charron: Thank you, Mr. Chairman.
There are two paragraphs in the report
where we referred to funds being
disbursed. Paragraph 42, where we say that
there were seven files out of 17 where
funds were released directly to the
borrower without confirming that the funds
would be used for the specified purpose of
the loan. And paragraph 44, where we
found at least two cases where the
corporation provided money directly to the
borrower for more than what was needed
for the purpose of the loan.

I’m afraid | cannot provide you with details
of each loan because of confidentiality, but
we had at least nine incidences overall
where funds were inappropriately
disbursed. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. One
more? Okay, go ahead, Mr. Curley.
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Mr. Curley: | have one more question,
somewhere in the report there, dealing with
some of these funds that were approved, or
disbursed, or whatnot, before the approval
was granted.

There’s also a reference in the report, I’m
not sure which page it is, that a particular
loan was granted and this money disbursed
to the company, but shortly afterwards, the
corporation just gave up hope for the
company and walked away, | think was the
language used by the Auditor General’s
team. | would like to ask Mr. Hanson
whether or not he was aware of that
particular loan. Thank you.

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

Mr. Hanson: Thank you, Mr. Chairman. |
would like to go back, if I can, to the
section under 42 and 44, and the question
that Mr. Curley asked. I think there might
be a misunderstanding a bit.

The loans did come to the board for
approval, yes, and we did discuss the loans.
Now, they may have been issued
improperly. That’s another issue. The
loans, as far as | know, did come to us first
for approval. Now, subsequently, we found
out after the audit, that additional funds
were issued that we weren’t aware of as a
board, yes. The individual we’re referring
to, again, the board approves the loan, the
loan then goes back to Cape Dorset to
make sure all of the information is put in
the file and the i’s are dotted and all the t’s
are crossed, and then the money gets
disbursed.

I don’t want to say who but there was a
company that, perhaps, went astray or
whatever. | can’t say anything but it
definitely happened, you know, that lost
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control to us. It’s not up to the board to
make sure that the company spends the
money where it is supposed to. We don’t
do that. We just approve the loan, and
hopefully, the money is being spent on
what the person asked for the loan for. |
mean | can’t say a guy goes to buy a ski-
doo and borrows a loan from the Royal
Bank, and goes out and buys a four-
wheeler instead by trading it in for that one.
He needs the ski-doo to make money, so |
can’t answer that.

I think the questions in 42 and 44, | want
you and your committee to realize that
there may be information that we weren’t
aware of. That was my biggest concern
because | don’t know of any loan that was
discussed earlier on today that all loans did
come to the board and that was a question
that was asked individually by the
Chairman. Thank you, Mr. Chairman.

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

Mr. Curley: Yes, | understand and you
indicated that yesterday as well, that all of
the funds were approved. To make sure that
we understand the same information
provided and referred to by the Auditor
General’s team, | would like to ask them a
question because | believe what they are
dealing with on whether or not to disburse
funds before the loan agreements are
signed, | believe right at the preamble on
page 2, they said that laws may have been
broken. So | want to ask some question.

Do you say you share the same explanation
or justification that the former Chair
already explained, that all of the loans went
to the board and they were considered,
even though there may have been funds
disbursed that eventually they did get
back? Is that practice, in your opinion,
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acceptable? Thank you.

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

Ms. Charron: Thank you, Mr. Chairman. |
think we have two separate issues here.
Most loans went to the board for approval.
In our previous auditor’s report, we have
reported qualifications on compliance
issues because we felt that some loans had
not been approved and we were not
provided with the evidence that the board
had approved the loan. They might have
been approved afterwards but we did not
find the evidence at the time we did the
audit. That’s one issue.

The issue that we’re reporting in paragraph
42 to 44 is an issue of giving out the
money, spending the money. Once a loan
has been approved and the corporation
expects, for example, to be first in line on a
lien or collateral, then we would have
expected that the collateral would have
been registered before the money would
have been spent. We saw cases where it
was not always done. So that’s what we’re
reporting in those paragraphs. We have two
issues.

Also, the other issue that we reported is
that if contrary, unfortunately, to what the
former chair is reporting, if money was
borrowed to purchase an asset, we would
expect to have in the file evidence that the
asset was purchased either by the borrower
or sometimes commercial institutions will
pay directly the supplier. We could not find
this evidence in the file that the assets were
purchased for the purpose of the loan.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Charron. I just
have a couple of questions for Mr.
Orecklin. I know when you were the CEO
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that, | believe during your tenure there, you
hired Allan McDowell as the comptroller.
Is that correct?

Mr. Orecklin: Mr. Chairman, yes, | did.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin.
Were you involved in the interview
process, or was that something the
Department of Human Resources did or
had done through the corporation itself?
Mr. Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman. |
believe | sat on the interview board for Mr.
McDowell. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Orecklin. |
think everyone knows now that some of the
circumstances that have come to pass with
Mr. McDowell were unfortunate.

I recall hearing, I believe it was in the
media, that there was an indication that it
was reported that these outstanding charges
that he just went to court on, that he had
indicated to you that he had those charges
outstanding. I’m just wondering if you can
confirm if he did inform you that he had
those outstanding charges at the time that
you hired him. Mr. Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman. |
cannot confirm that he told me at the time
of hire. He did tell me subsequent to being
hired and | cannot remember the date or
exactly when he told me. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Orecklin.
Once you found out, I guess that once he
informed you of that, did you pass that
information on to the board or to anyone
else to get an opinion of what the potential
implications of those charges could be for
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someone that’s acting as comptroller for a
Crown corporation? Mr. Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman.
No, | don’t believe I did. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Orecklin. Can
I ask you why you didn’t feel it was
important information to pass on to your
board members or anyone else, even to
look at what the potential implications of
fraud and theft charges could have if
convicted to someone in the position of
trust as a comptroller for a Crown
corporation? I mean, you know, one would
think that it would just be common sense
that you would let someone else be aware
that this is a potential issue that’s out there.
Maybe if I just ask why you didn’t feel it
was necessary to do that and why. Mr.
Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman. |
don’t have a good answer for you, I’'m
sorry. Thank you, Mr. Chairman.

Chairman: Mr. Hanson, did you want to
add anything? Mr. Hanson.

Mr. Hanson: Thank you, Mr. Chairman.
The comments that you’re referring to was
brought to the board in an in camera
session by a member from within our
board. Our members had an in camera
session and I’m not privy to, | don’t think,
let that out, unless you go in camera. |
don’t know but there may be some legal
opinion here if I can’t. This was discussed
at an in camera session. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Hanson. I have
just been informed that we believe that
parliamentary privilege to the committee
hearings would trump, I’ll ask Sue to give
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the exact terminology, but would prevail
over that. So at that point, it would be
protected in here. So it’s going to be up to
you if you would choose to answer that or
not. If you want to provide that
information, then it’s up to you. Mr.
Hanson.

Mr. Hanson: Thank you, Mr. Chairman.
No, I have no problem of answering that
just for the committee’s understanding.

The issue was brought to the board that this
may have occurred with Mr. McDowell.
Subsequently, I immediately called the
Deputy Minister, Mr. Campbell, and
informed him and | requested a response
from him. A few days later, it came back
and | don’t remember the outcome of it, but
I know once that happened, Mr. McDowell
then, I think, informed the CEO and also
talked to me about it and he did tell me,
again, in confidence, that there was nothing
to it.

On his defense, | must commend Mr.
McDowell for the work that he has done
for our organization for the past year, year
and half. It’s exemplary. He went out of his
way, | think, working with Mr. Hannah,
and Mr. Hannah could probably discuss it
too. Again, you’re innocent until proven

guilty.

Now, where it might have fell down is that
the department that did the interview
should have carried on and got more
information. That’s not up to me to do that
but it’s up to the HR. If HR is our person
that’s looking after hiring of the staff, most
certainly, they should have looked into that
in the very beginning and informed the
staff.

I’m surprised there’s not record; there’s no
RCMP credit check or reference check

N bLySo*lo® Cta N> DILase ACd
D>Sbc DN P>ILIAS AALSAPINE Coq.,
MC HeNe,

H<eNe OLANUC): sdyeal™®, Ab/RPCSe,
b PP>PNHEPO, P>J%a oS
bNLAGE__of DPYD>LE .

CL®a bNLAS®CHCDILLLE ANCH®,
Nsbpc D>/l g*Lo® ALLSh MC LeC>2< A“oJ.
CALc PYodde To™C>< D
DSbobANc >e/LYS, MC b->< DSb>NJ
DN®NCod <L Do/G% 5% PRYD>LLoTe
CAbALELE, PUo<ddC D ardLc®N=od
DSbC oo DR ot ASBDL*NCb Sbo

NSepc D>SLL AN, PD*<NA.
SboACHD>C DL Lo MC LeC>2< A“Hd,
CAL DN®NNILonb™ L NLeh< NNGSALT
>R o Db>I/nc P>LJ CLa. BSb>Nc>CHL
bJa ®Iede AYNSH*LLLJ%®

Ao PCDY*a Sdre N oa,

CAL S\>Uod IMC L CP2 Acndn/LA*L
A“Jd NMFSINEN® o BPP>< 5eCT Sd<<*Lo=
Acnon>*L AL*a. AcnSbNsbc P>SL* TC
H<dar® ALLSb Ac®?®.of DSbP*a N<seI%®, L
Ac CAL </yD*a*M<<N¢ P

oDpLDc BN oMe AGL*a ™Mb,

CAL <ASACD®I® CAa CoAr™L
berbb®on<Sbc DI o% AL o /Ly Lo®
AStba ALPCSPNC>c PSP, CAL

ASba AYPDcndbdS CAL

ASba AL®NCPNCNSHECSLC >,
AP<L*a>Lo® CAL DN®NNLA<Sbe D>SL
ASeba AN,

CAL sd<selseD%, SCPD/LISh LS >PCC® o
Sb>AN®CDILan L Mg <Ly Aol C2%|

153




within the RCMP going into a position of
that nature prior to hiring. I do it when
you’re hiring a bus driver because you’re
dealing with children. So we would have to
have an RCMP check. So I’m very
surprised that this was not done and did not
come out prior to him being hired but he
has done exceptional work for the previous
CEO, Mr. Hannah, and our board. | want
that to be put on record. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Hanson. If I’'m
correct in this, one of your board members
brought this information that this is
something that could have happened to
your attention. You met about it and found
out that it actually did happen, informed
the CEO and informed the deputy minister.

Again, how long ago, maybe just to get an
idea, was that last year, within a month or
two after this individual was hired? Then
again, I’m in no way questioning the work
that Mr. McDowell did for the corporation.
His work has got nothing to do with this
but I’m just trying to understand what
happened there. Mr. Hanson.

Mr. Hanson: Thank you, Mr. Chairman. |
appreciate your comments and your
questions because you’re trying to get to
the bottom of a number of issues. I think
this definitely happened after 2005-06 and
it happened long after 2005-06, and we are
here to discuss the 2005-06 audit, or our
refusal of the audit is what we’re dealing
with. This may be an inappropriate time for
me to go any further and discuss this, so |
think 1’ll stop. Thank you, Mr. Chairman.

Chairman: Okay. Thank you, Mr. Hanson.
Any other questions from anyone else? Mr.
Peterson.

Mr. Peterson: Thank you, Mr. Chairman. |
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won’t take too long. I just wanted to ask
Mr. Hanson, in his capacity as the former
chair and eight years experience as the
Chair with Nunavut Business Credit
Corporation, what he thinks about the
possibility of another community, let’s say
Igaluit, of being the new home of the
Nunavut Business Credit Corporation.

Given all of the limitations that you’ve
experienced, given the recommendations, |
believe the Auditor General thought that
Cape Dorset was problematic for the proper
functioning of the entity, and obviously, in
the last couple of days, we were raising
some of the issues, and in November, we
also highlighted a number of issues that
seem to be afflicting the Business Credit
Corporation by virtue of the fact that it’s
operating in Cape Dorset.

Can you give us some insight or share with
us some of your thoughts on the future
location of the Nunavut Business Credit
Corporation? Perhaps, you might even say
it should stay where it is but just speak
freely. You said you wanted see this
organization to thrive and benefit Nunavurt,
so your insights would be appreciated.
Thank you, Mr. Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman. |
believe that the organization should
definitely be moved. In my
recommendation, if | was asked that, it
would definitely be in Igaluit. There’s no
question.

I know Rankin Inlet is set over there and |
know Cambridge Bay is set in there, and
that’s why, when the board made that
recommendation at a couple meetings ago
in motion, we did recommend, the board
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did, in consultation with the whole board,
that NBCC does move out of Cape Dorset.
Again, we did not say where. We left that
up to the politicians.

If you ask me personally, as a long-term
resident and a past chair, | would definitely
say lqgaluit because of the support staff that
are here in the financial areas and even our
own departments could potentially get the
appropriate staff. Amalgamating other
lending agencies from within Nunavut
together is a great possibility that could
definitely happen here.

This is just a personal opinion. | have
nothing against Cape Dorset and | think it’s
a very beautiful community, but as my
tenure over the passed eight or nine years, |
have had nothing but problems in getting
staff to come to Cape Dorset to work. It’s
not necessarily where it is. It’s the lack of
pay, as it was highlighted by Mr. Orecklin,
and that goes pretty well for all staff, |
think.

So yes, | would definitely say Igaluit would
be beneficial, | think Rankin Inlet would be
beneficial, and I also think Cambridge Bay
and any other community, perhaps, that we
could go to. I think that with the size of our
organization, because we have done great
things in our tenure as the board over the
passed eight or nine years, we have loaned
a lot of money out and we have got a lot of
money back to be able to loan out a lot
more.

This is a hurdle that we have to get over
and correct. I’m all for coming here and
giving you my opinion and | do appreciate
you giving me the opportunity to come
here. | have enjoyed working with all of
my staff previously, and | have definitely
enjoyed working with Julie and her support
staff whenever | could and also the
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departments.

So on behalf of the ex-chairman,
(interpretation) thank you, Mr. Chairman.

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

Mr. Peterson: Thank you, Mr. Chairman. |
thank Mr. Hanson. That’s certainly good
information to have with the committee to
consider when we make our
recommendations following the completion
of these hearings.

Just one final question for Mr. Hanson.
During the standing committee hearings in
November, questions were raised with
respect to the NBCC loans to construction
and real estate companies across Nunavut.
We’ve got some information on the various
breakdowns by region and by sector, and
there’s one region in particular where the
portfolio has 77 percent investment in real
estate. Mr. Orecklin, in the last couple of
days, has commented that he’s made
references to small business.

My question to you as a former Chair of
the NBCC is: do you think the NBCC
should continue to provide loans to
companies in the real estate and the
construction sectors, or should the
corporation begin to focus its efforts more
in assistance to smaller companies and
individual entrepreneurs across Nunavut?
Thank you, Mr. Chairman.

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

Mr. Hanson: Thank you, Mr. Chairman. |
guess finally and hopefully, for the board,
of course, it is to help the small
businessmen to start up and so on and so
forth, but real estate, it’s hard to say. We
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don’t give loans for you or me to go build a
home.

We are giving loans to organizations that
want to get into the rental because what we
have been told when loans are given to us
is the type of employment that it created,
such as building the units, the labourers
within the electrical contractors, plumbing
and so on and so forth, and that’s what we
were doing is to enhance employment
within Nunavut and that’s why loans were
given.

I know of loans that have been not
approved strictly for outright purchases of
a home. That’s not our mandate. It also
includes employment. So you have to
weigh every individual loan for its merit
and what it’s going to do for the
community, and is there employment there.
That’s how our decisions, | guess, have
been made, and perhaps, if that is not what
is required, then maybe the committee can
inform the new board to make sure only the
ministry can and make sure they only do
certain loans to certain people.

I know the mandate is mining and tourism,
and so forth. Again, it’s very costly for any
individual to get into that. Thank you, Mr.

Peterson. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Hanson. Are
you finished, Mr. Peterson? Any further
questions? Maybe before we adjourn for
the day, I just wanted to thank all of you
for coming. | know everyone that’s here
came voluntarily and it’s appreciated. We
might have one more person come in
tonight, but we don’t know yet, we have to
wait and see. He might be here tomorrow
morning.

Given the gquestioning and everything that
has gone on, | know we can’t always
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capture everything. Maybe | would like to
just ask each of you, based on what you’ve
heard and from your experience, if there’s
anything else, any other information, or
suggestions, or something that you feel
would be good for the committee to hear.

I just want to give you each an opportunity.
Maybe it’s nothing, I don’t know, or maybe
as soon as you sat down, you heard
something that “Well, 1 hope I could ask
this, or “If | could say this,” or “Well, that
reminds me of something else.” So I’ll just
give each of you the opportunity if there is
or isn’t something that you would like to
add for the committee to hear.

Again, I thank you all for coming, and just
to be different, | usually go from right to
left, I’m going to go from left to right. So
I’ll start off with Mr. VVoakes.

Mr. Voakes: Thank you, Mr. Chairman. |
would like to thank the Auditor General for
doing such a diligent job with NBCC.
NBCC is a young organization that had
many problems, and by them doing such a
thorough job for the 2005-06 audit, that
they gave direction to this Crown
corporation that | think it desperately
needed. That was out there that needed that
direction.

From my perspective, this is a very
complicated thing that happened and it
happened over many years. If we look back
at the previous audit, the same issues were
recurring and they were just expanding
slowly over the years. If we look at some
of the consultant reports, they were
highlighting the same information over and
over again, and anything that is highlighted
in the auditor’s report was quite evident.

We knew there was trouble with filing, we
knew there was trouble with staffing, and
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we knew there were all of the different
areas of issue. From my perspective, we
needed very strong leadership that had a
definite vision and goal for NBCC. We
didn’t have that from the board, we didn’t
have that from the minister, and we didn’t
have that from the CEO. In a situation that
we were in, we needed definite direction,
and I’m not saying that it was evident to
everybody because these were all just little
issues that were building up slowly over
time.

Again, I’m grateful that it all came to a
head now, when NBCC is still in its
growing stages and a lot of this stuff can be
corrected, and as the portfolio grows into a
more substantial number, that all of these
other issues are corrected into the future.

I also see a huge timing issue that was
involved that hasn’t been looked at directly
- new file systems were being
implemented, such as TEA; some of the
policies and procedures were not being
clarified correctly or being applied
properly; the filing system was always put
on delay because other priorities were
always taking precedence.

With the audit not being complete, the
audit was always taking priority over other
issues and it’s somewhat ironic because if
we would have dealt with the other issues,
the audit would have been more complete.
It’s a little vicious cycle that was going
around and around in a little circle and it
was escalating from the year to year from
2004 to 2005 to 2006, and to now, even
this year, | can’t see that it’s going to be
resolved easily. It’s a larger problem and it
can’t be fixed in one day.

Obviously, when I first joined NBCC, after
six months of being there, | had seen that
this was going to be a three, five, or a
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seven-year process to clean up the staffing
issue, the file issue, the records issue,
especially with a lot of the records being on
spreadsheets, not being documented of how
it was being built or maintained, and we
discussed this quite openly. Again, the
priorities were mixed up and other issues
were taking precedence over actually doing
the things that had to be done to get NBCC
picked up and moving forward in a
direction.

Again, the auditor points out a lot of issues
that now are being paid attention to, are
now going to be looked at seriously, and
now are going to be corrected. | would just
like to caution the committee that this isn’t
something that can be done overnight. It’s
going to be a three, five, seven-year plan
and it’s going to have to have stronger
direction at the leadership, stronger action
from the board, and stronger direction from
the ministry.

I’m grateful that | was able to come, even
though I have a laryngitis thing and | can’t
communicate as clearly as | would like to.
If there’s any other input that | can do, |
would be glad to help.

There was a question about maybe the
integrity of the amount of work that we did
at NBCC. | think we did a lot of good
work; we doubled the portfolio in the two
years that | was there. We did put out a lot
of money into the communities and we did
support a lot of the businesses.

I should note that the number one priority
was the direction that was given to us by
the minister which was to cut the red tape
and get into the communities, and make
NBCC a functioning Crown corporation.

| think that was one of our number one
priorities was to attend the trade shows;

ASPba AYP N o, DdANC LT,
NNG®/LYaC DPdA®INGC CAPI<D
NNG®C>CNSHECL>*NCIC Sh_ose
bLPY>eoSL*LC Pabyens<NC. CLbd<
DSb>ZASCC BPChbDC LIAMLPNS 5C
Prdoc /DcDYDNC DIPNSH DSLC AP o
ASbZDYILE 5NE IPAPECD>P Acn i 5bs HN¢e
NBCC-d¢ Cbd< ¢2_1<I5d=oNe.

A, CLL®ZLI%PN NOPCN/LLLC Dob“c o
L@ bLPYP>c®Do<, bLM>c CCio<IctIoC
Cedd PEC>T<SONE. BYAP/SdAL™L
bNLAGE 0f Ca D 0A*a doC JBPeCpyhLLc
A*UA 0 CocLo“5%6¢ 7_0°5%6¢ 15GJ.o¢
JsopABCP>a ANSbo<I% CAL*a

Z Db CPNHENITHNCE bNLA“ S KNS HNC
Fo“CMo Ne*NNrC NedShbeCoo.

SdyctNC™®I*L NP PSL Ac *obd©
o <APBCCGL PbeNIP*a*M<NNrea.
b*UIA*aNPdS Ab<P*a G7%®D*L
o“cdy>*orPL AbSdY D> oM.

PY<do AA®INCHSLE <PAPCN®eDC

ASba AYSbCe PeCDC CLbd
CL>*ULAQST<GAN NS, ALY ADNTC
A%®ba Ac P>®DJC LN H<S oM Pa Pyene
Do/ N PPCDC (GJ% o Lo

Pa DLIdE 5 0“5 bac® .0t Dol HC
Ab<®IAHCH Ao !DNoC PoIo€.

Yt D DL DL DG AN D>eCS
FoSC NEYD <N HC, AbSSHNC <AL C
CLbdd <=APNb* g \D>d LM bac*o
NBCC <P>c “N<Ho LR]R]LSIC NISdNPo<sLose.

A /D DPI® DAL N
D><LINOC ASg?Sb®DE \ePLSeNCNSheCeIC

161




make sure we worked with the economic
development officers; participate with the
loan applications so that they could come
to us with a formal format with respect to
like a business plan and stuff like that; and
educate the EDOs and work with the EDOs
so that they knew the process and
procedures for proper business applications
and issues like that. These are intangible
things that can’t be measured by: are the
files in order, or are the accounts perfectly
maintained? These are things that NBCC
are working in the community doing the
job that NBCC had to do.

The staff was doing the best they could
under the circumstances, the board did the
best they could under the circumstances,
and the CEO did the best he could under
the circumstances. Obviously, the way
things progressed, we were trying to do too
much too fast with too little resources, and
really, it was more of a timing issue, a
communication issue, and a strategic
direction issue.

One of the main things that | would like to
leave behind is the fact that there needs to
be a strong strategic plan, a strong strategic
direction, with strong leadership in the
CEO and the chair position. I’m not saying
that it didn’t happen but we were lacking in
some of that while | was at NBCC, and
that’s one of the things that | would really
like to see as we move forward. From that,
of course, the procedures and policies were
falling down from the board and the CEO.
The operations will work from the strong
management. Everything falls out of the
direction from the board and the CEO.

I think one of the things that | have noticed
from the committee is, and this isn’t
criticism, this is just my opinion, is we
seem to be working from the bottom up a
little bit rather than the top down. I know
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you spent a lot of time on the top down, but
again, | think we’re looking more at the
end product rather than what caused the
issue.

Maybe if the committee could look past the
actual wording in the auditor’s report and
look back into what actually caused these
cheques being issued before the signing,
and again, it will come down to that that it
was the policy, the procedure, and the
communication were not as strong through
strategic direction.

I guess that’s the message | want to leave is
that NBCC did do a lot, and | honestly
believe that everybody at NBCC worked
with integrity. It was working on the best
efforts of the client and it tried to do the
best for Nunavut. Thank you, Mr.
Chairman.

Chairman: Sorry, Mr. VVoakes, no, it had
nothing to do with you. It was just that
after a long day, your throat gets dry in
here. Mr. Jhaveri.

Mr. Jhaveri: Thank you, Mr. Chairman.
First of all, I want to thank you and all of
the honourable members of the committee
for inviting us and for taking the time to
listen to us about our experiences and our
performance at NBCC, and especially, |
want to thank the former Chairperson of
NBCC and the Board for lending me full
support when | was working at NBCC.

There was something mentioned about the
vicious cycle starting from a long time ago.
I think the vicious cycle started from the
fiscal year 2005-06 onward, and that’s
what the auditor’s report says over here.

If you look at the last audit report for 2003-
04, I would like to know whether there
were any implemented follow-ups like this
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in the report, and especially, the MacKay
Landau management had other things
they’ve been blamed on, like the proper
filing was not there, and this and that by
myself.

The audit was done on the first week of
May 2004 at that time and the performance
appraisal by the new CEO was done in the
last week of December. So at that point of
time, there was no mention of all of these
things being shabby filing and whatever,
loan files missing and stuff like that, and
after December, | went for a one and a half
months of vacation and after coming back,
I immediately resigned. So | would like to
know during what time the follow-up really
occurred and who was responsible for that.

I think part of all these problems happening
was because of small staff and stuff like
that, but the real reason is not really small
staff. It is things being done improperly,
incorrectly, and incompetently,
realistically. When | was at NBCC, | was
alone and the secretary was there, and |
didn’t see this kind of implementation and
follow-up, and there has been big talk of
certain deductions and everything.

They have received a lot of directions from
the department, as well as the board, as
well the chairperson of the board, where
mainly NBCC has been doing the
implementation of the business. It is a
function of proper risk management. The
implementation has to be done with proper
risk management. | don’t think that if
people were conducting their own business,
they would be so lax in due diligence and
let the loans would default that way.

I believe on point five on paragraph 19, it
mentions over here on page8, “the default
rate for loans approved since 1 April 2004
was higher than for previously approved
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loans,” so | think the problem was not a
small staff. It was a very lax due diligence
and no respect for all of the policies that
existed at the time, while I was looking for
ones which does not exist. | think that’s
about all I want to say right now. Thank
you, once again, Mr. Chairman.

Chairman: Thank you, Mr. Jhaveri. Mr.
Hannah.

Mr. Hannah: Thank you, Mr. Chairman. |
thank you for having the opportunity to
come here and discuss NBCC through
2005-06 and subsequent.

As | said earlier, when | came here on
December 7, 2006, we discovered quite a
few discrepancies with loans. We had
challenges with files, regulation issues that
weren’t followed, and I have mentioned
there are a number of other things where
we had challenges and my colleague here
Mr. Jhaveri mentioned others.

While that is all true, at the same time, |
don’t want to lose sight of the fact that
NBCC has done some rather greater good
for the territory in all of those years. They
experienced moderate growth in 2005-06,
where their portfolio grew from $9 million
to $17 million, and that, over the years,
NBCC clients have actually borrowed
$27.9 million, which has really created
quite a bit of economic input into the
territory and it continues to provide that.

At the same time, | suspect that over the
course of the next few days, you’ll hear
more about implementation plans provided
from the rest of our staff tomorrow when
they come in. What | can tell you is that,
even with all of these challenges that we
had going in there, over a course of 11
months, we managed to put a filing system
together that is now operative and works
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fairly decently and loan files have been
found and put into their proper places.

After the evaluation process has begun and
it’s got to a certain point, confirmation
letters have all be sent out to clients to
confirm just what they believe their
organization’s accountability to NBCC is
and how much money they owe. These
need to be finished up so that the actual
evaluation can be done, so we can meet
some of those requirements by the OAG.

Hopefully, from the work that has begun
now, | would say we’re about 70 percent
complete. A lot of more work is yet to be
done there, but | would ask that new
regulations have to be looked at, maybe
some Act changes, definitely policies and
procedure manuals have to be developed
better than what are there. What’s there
now is adequate but there are pieces of that
that need to be looked at so that it’s more
detailed so that any person coming who
doesn’t have a major background in finance
can look up those files, or look up those
policies and say this is how we handle each
transaction. That’s not there yet and that
needs to be put there.

On top of that, I would like to express my
thanks first to Bob for his support, my
deputy Alex and now Rosemary, for all of
the support they’ve given me through this
whole process and the staff that was there
that did a remarkable job for the time | was
there.

We did touch somewhat on some fraud
issues and from where we sat, we weren’t
able to determine that there was any fraud
there nor did we believe there was any
ever. However, there’s a caveat you have to
add to that, when you looked at the
breakdown controls that were in the
department, that breakdown, of course, is a
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breeding ground for fraud to happen. So |
say welcome to the RCMP, do the
investigation, and maybe put to rest any
thought that there may have been
fraudulent activity there.

With that, I’ll leave that as my final note.
Thank you, Mr. Chairman. Thank you,
panel.

Chairman: Thank you, Mr. Hannah. Mr.
Orecklin.

Mr. Orecklin: Thank you, Mr. Chairman.
Mr. Hanson consistently provided
direction, support, and a very firm
foundation to this corporation, and I’'m
personally very sorry to see that he was
asked to step down as the chairperson. |
don’t think that the minister should have
done that, and as this is the conclusion of
what has been a very difficult day for me, |
think I have a right to be able to say that.

I think that the corporation is probably too
small to be a functioning unit. The Office
of the Auditor General, in the past, had
talked a number of times about separation
of duties and that’s terribly difficult when
you have four staff.

The last couple of points, I would really
like to make sure that the committee
assures that the current CEO is not left
alone, unstaffed, and lonely in Cape
Dorset, that he has the support that allows
him to be effective. And, the very last thing
is to make sure that you get loans out on
the street, which is the whole purpose of
the corporation, because it makes a
difference. It keeps people employed and it
keeps businesses growing. Thank you very
much.

Chairman: Thank you, Mr. Orecklin. Mr.
Hanson.
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Mr. Hanson: Thank you, Mr. Chairman. |
will make it brief. Thank you for giving me
the opportunity to come here, | appreciate
it. I’m again happy that the minister has
passed things on to the RCMP for looking
for the fraud, if there was any, which I’'m
sure there isn’t. I’m looking forward to the
outcome because it’s the assumption of the
individuals within Nunavut that it may still
be there and it may happen. | want to
ensure that | don’t think it ever did as they
have already heard today.

I am not leaving Igaluit because this is my
home. If there’s anything that | can do for
you, any one of you at any time, please feel
free to call me or come to my office. | am
not the chairman of the board, nor do |
wish to become the chairman of the new
board, but | have enjoyed my eight or nine
years there.

I will thank my previous staff for doing
what they have done or have not done, |
won’t pick on anybody, but I will thank
them for what they have done. And, Julie
and your group, Mrs. Fraser, thank you for
this presentation, and again, there’s more
going to be coming to you in the future.

One thing I just want to stress is me
because | think departments within any
organization such as ours, | think
departments have to be out there more and
informing the public on what is going on
when things are being said about an
organization, and please just don’t not say
anything.

There are two sides of every story and |
think this group has heard that over the past
day and a half. | know | appreciate you
giving me this opportunity. | was going to
keep this short and it’s very difficult for
me, but I will say (interpretation) thank
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you, Mr. Chairman, and you too, Keith and
David, thank you very much.

Chairman: Thank you, Mr. Hanson. I just
want to say that we really appreciated all of
you attending voluntarily these hearings
and appreciate the insight that has been
able to help us get a better idea of what
happened or what didn’t happened without
picking on anybody, as the former chair
would say.

The only thing I can say on your comment
is that departments don’t always say what
happens. I think that’s a government issue,
not just a department issue. The
government never wants to say anything
unless it’s a good news story. They’ve got
to learn to be a little more humble once in a
while. I think it’s more important to put the
information out there and it’s not leaving
the public guessing what is going on. |
think the public would appreciate that a lot
more than being left in the dark. So thank-
you for echoing those comments and
giving me a chance to put that little plug in
as well.

I guess, formally, I have to say that |
release you from the hearings and have a
safe journey home. Again, thanks a lot
from myself, and I’m sure, from all of the
committee members for participating in our
hearings. So we’re not done yet, we’ll
continue. If you’re not leaving first thing
tomorrow, we’re going to have all of the
government guys up here tomorrow. So
you might want to come and enjoy that
one, if you want.

Once that work is done, the committee will
come up with some kind of a report once
we decide where we want to go to next
with this. So now that we’ve got the whole
view, let us know if you want a copy of our
report sent to you after it’s all done. I'm
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sure we could do that and you can have a
little souvenir from trip and your time up
here.

With that, thank you very much, and |
would like to adjourn the meeting. Thank
you.

>>Committee adjourned at 17:52
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