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PUBLIC ACCOURTS MEETIANG
Wednesday, april 6, 1377

{Ckairman: Mr, Tavylor)

MR, CHAIRMAN: Will the Puklic Acccunts Committee come to order, plzase.

.The first item of business is the minutes of the last meeting. On page 2, ve
will have g_slight correction, That should be $.15 millicn and we may have a
more  detailed correction on that next meeting. Are ther=2 ary_ other corrections
cr omlissicns? If not, a motion to adopt as ameuded would be in ord=sr,

¥oved by dr., .Shaben, =s=2conded by the hLon. Mr. McCrae, that the minutes he
adopted as amended.

. The _ next wm2eting will be at 10 a.m, on Wednesday, April 20. I wculd like to
introduce to the committze_Mrs, Mary Adams, who is secretary last week and who
did,, I thought, an excecllent <§cb of the minutes and who 1s with us again this
norning, . . .. . .

Now I'd lik= to again welcome the hon. Marvin Moore, Minister of Agriculture;
Mr. Lormne C. Ordze, Chairman of <+he Board of ©Directors of *the Alberta
Agricultural Developm2nt_Ccrporation; ¥r, Vern iawrence, Gereral Manager of the
Alberta Agricultural D=velopment Corporation., It was agreed at the snd of the
last meeting that we'd continue with the list of speakers. The first one is Mr.
Speaker, who is not here,

ER. CLAFK: Mr. Speaker munfortunately had to 1leave to go hack home to his
constituency.

MR, CHAIRMAN: Thank you. The next one is Mr. Mandeville,

MR, MANDEVILLE: Thank ou, Mr. Chairman. My question is to Mr. Ordze._ The
guesticn is_on_ these ag. busipess locans. In sQme cases are some of these loans
with the Agricultura Development Corporation and some of them with the
Cppertunity Company as w21l1l? Do they work together?

g%é ORDZE: We try +o differentiate in our agiibusiness loans hetween AOC and

MR. CHATIRMAN: Mr, Ordze, could you speak a little louder, please?
¥R, ORDZE: Oh, I'm sorry.

MR, CHAIRMAN: I was vondering if I could interrupt for a moment, I notice in
Public Accounts Ccmmittee wken tke rembers and witnesses remain seated the
hearing was much better. Would it be satisfactory with the committee if
everyone remains seated?

HON. MEMBERS: Agreed.

YR, CHAIRMAN: Good. Mr, Ordze, if you*d like *to do that it seems to catch your
voice better. 1I'm sorry for the interrugtion.

ER. ORDZE: We_+try to differentiate betwsen AOC and ADC applications. The way we
do it is a rule of thumb, Tf a_company is Yroce551n an, agricultural roduct
that is going back into the field of aqriculture, ADC definitely handles those.
We get rany cf thkem that kind of fit into a qrag area where somes go to ADC and
some to AODC. I suﬁpose a cheese plant would be a prime example of that., We
feel that we Etobably ave availatle to us much wore information to review a
cheese plant than AOC would,

¥k, MANLCEVILLE: SupplementarX questicn, Mr. Chaiiman., Do I understand ¥r, Ordze
to s2y tha soms of these would have duplicate lcans -- have a loan with ADC and
another loan with the Orportunity Company?

MR. MOORE: The ©A&lberta Opportunity .Comgany does not Lave +he abilitg to
quarantee loans such as tha Alberta Agricultural Development Corporation has,
There _are a number of cases _where the Alberta UPEortUnlty Compan{ has provided
capital financing by way of direct _loans, and- the Agricultura Davelopmaent
Corpora*ion 7115 than ccm2 in and guaranteeu oPeratlnq capital loans from a
chartered baupk, Tteasurg Branch or credit union. _I'm not exactly sure how many
of thess thare are, but that is a ccamon procedurs. In each case, of course,



the Alberta Opnortunity Company staff and ADC staff and board o£ Idirectors are
well awarse of the gthar corporatinn's involvement. In fact, that is ope of the
reasons Mr. Crlz2 sits on_*the board cf directors of the Riberta Opportunity
Compan{ ard attends all their meetings, to ensure that where thers is a cas=2
where botb corpora*ions ar2 lending to the same company or individual that +they
are knowledgable about the amount of loans and so on.

MR, MANDEVTLLI: Supplemantarx guestion, Mr. Chaliman, Do they have an agreem=nt
as far as taking security? ¢ thke ADC and AOC have the same security cr do they
have the same second or first mor+tgage, whatever the case may bh2?

¥R. MOORE: G2nerally speaking, Mr, Chairman, in the cases I mentioned where th
AMberta Orportunity Company proviles the capital financing they would appl
their security by way of ths capital assets, qencraily by way of a firs
mortgage., In the case _of +the Alberta Aqricuitural Development  Corporatio
providing operating capital through a quaranteed loan, the security is generall
in the nature of first call on accounts receivabiz and inventory. The ‘onus i
on the particular hank that has made the loan guaranteed‘bg ADC to ensure tha
Ehe inventory and the accounts receivable are in balance with th
oan.

i think it's Ffair +to, say +that 1n__general circumstances the amcunt cf a
quaranteed loan for o ergtlnq capital would be i the amount of ahout 80 per

cent, _Mr. 0Ordz2, of +the +otal accourts receivable and irvontory that may be
carried.

the amcunt of
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MR. MANDEVILLE: Mr. Chairman does the_ Alberta Agricultural Development
Eorporaglon take personal quarantecs involved in co-ops as does the Oprortunity
ompany?

MR. ORDZE: Wer2 vou spacifying co-ops, dir. Mandeville?
ME, MANDEVILLE: Co-o0Ops, ves,

MR. ORDZE: We haven't been taking perscual guarawntees with cc-ops,.

DR, WEBBFE: Mr, Chairman, the land Use Forum, which sent in its report over a
year aqc now, indicated th§€ there was a concern in their hearings related_ to
the family fgrm. In particular there were concerns «ith regard to the prohklenms
cf those wantingto enter the industry because of high capital investmept apd so
on. _One of the objectives of the Aq. Development Ccrporatior is to maintain and
develop viable family units, The forum recognized this and indicated that they
believed that the government acted wisely in forming this loaning agency. |

_However, I notice in the annual report_that there is a sigrificant drop in the
direct farm loans from 1974-75 +to _1975-76 particularly in _the beginning
farmers., There was a drog from 192 to 58. I was wondering if the minister
could comment on this particular phencmonen.

MR, _MOORE:_ Mr. Chairran, that is correct that there has heen some_drop in_the
total farm loans and beginner farmer loans over the course of probablz the last:
two vears. The reason 1is that agpllcatlons that are put forward to ADC on a
number of occasions cannot be supported because the market value of the land has
exceeded the productive aqricultural value and _the cash flow statements that are
rrojected for that esnterprise simply do not add up,. . . . ] .
It's the respon51b11;tz of *he corpcration, in addition to providing financing
for revw people to get into aqriculture, to ensure that the corporation_doss not
put themselves in_a position where they are_ assisting in inflating land values.
Cuite obviously, land values are very ciosely re.ate to the availability of
credit and_ the interest rates. Farm Credit Corporation as well has some
responsibility in that area. If you review the.ir report_ _for the 1last vyear
you'll see hat they had some decrease in lencing as well because of the same
reason. -
As to what can be lone about that situation, we've had discussions and debates
about the degree of pressure con Alberta farm iana in terms of foreign purchasing
and. sc on and those are matters that are really outside the_ jurisdicticn of the

Agricultural Developmant Corporation, of course, but certainly in some instances
do have an effect.

DR, WEEBFF:; M"r, _Chairman, _to the aminister, The Land Use Fornm made a
recommendaticn, and I can read that reccmmendation: “We recommend-  thkat any
discrimipation_ by _ +tax authorities and hy government and_other lending agencies
against part-time farmers ke discouraged®, I, 6 was uonderlng, what™ are the
rolicies of *h= Ag, Development Corporation with respect to loans to part-time
farmers, howev2r a part-time farrer is defined.

MR. MOORE:  The Agricyltural Develcpment Corporation is the only gcvernment
lending institution of its pature that does make loans +to part-time” farmers.
They are mads, howev=ar, on the hasis_that the part-time farmer is securing the
loan with a vi=aw to‘hecomlni fully emrloyed in agriculture, .

In other words a full-time  farmer. Por those purposes, and in order to
ensure that he meats the goal, a righer interest rats is charyad fer a short



Eeriod of time until he mests the requirements of being a full-time farmer, I
elieve th= interest rate is_2 per cent higher than the regular lending rate.
It then rzverts to the ragular lending rate if Le or she meets their ccmmitment
to become a tull-tim2 farmer.

MR, BRADL®Y: I tkava a question with rcgard to page 49 of the public accounts,
volume 2.

KR, CHAIRMAN: You may remain seated if you like, Mr. Bradley.

#R. BRADLTY: Oh, okay. Tt's under the prograws which are administered by the
corporatior kut directly rproqrams of the Department of Agriculture, There are
four areas mentioned: an emergency crcp rrogram .nterest rebate; adverse weather
program grants; dailry d=avelopment rzbates; and, vegetable rebates., T wcnder if
the _ministar might =lakorate cn those particuiar expenditurss as to what they
involve and what the exact natures of tae prograwns are.

MR. CHAIRMAN: Would you repeat the question, Mr. Rradley? We didn't hear you.

MR, BRADLFTY: Tt's on raqe 49 cf vclume 2 cf the public_accourts with regard *o
Departmert of Aqriculture programs whicik are administered by the corporation.

There are four groqrams men*ioned: the emergeacy crop program interest rebates;
the adverse weather program grants; dalrl develotment rebates vegetable

an
rebates, I wonder 1f the minister might comm=nt on what exac%ly thcsa programs
are.

MR. MOORFE: NMr, Chairman, the vegetable rebate prugram was a program_of a special
natuyre develqged in th=2 Agricultural Development Corporation to’ assist vegetable
producers with the development c¢f storage, mainly in southern alberta._ The
costs that are shown +there are rebates on _ interest on 1loans., _ The dairy
development program 1is precisely the same thing, Loars were provided at 2 per
cent less than_the r=zqular lending rate of ADC "and show as a «c¢ost to_ the
corporation 1if the 'individual met his coma.tments to develop in the dairy
industry. Perhaps I could ask Mr. Ordze to ccumment on the adverse weather
proqram grants.

MR, ORDZE: Parhaps_ I should meption the emexgencg crop ¥roqram first, That
rrogram was initiated in 1975 or 1976. Loans were made to farmers bhecause of
adverse crop conditions that fall. The foilowing {ear the adverse weather
program _was a grant program and these qrants were given to farmers and to those
who had emerqencg crop loans out the awmount_ of the grant went against that loan
and whatever the balance was, the farmer had t¢ Trepay. The “emergency crop
rrogram now is just about completely cleared up.

MR. CHAIRMAN: Mr. Rogers would like to make a comment.

MR, ROGERS: Just a comment_ on the 9rograms that have just been mentioned. These
amounts are also included in the %7 million that is 3Just above there =--_ the
contributions by the Province of Alberta. Sc tue cofporation is reimbursed for
expenditures it made.

MR. BRADLFY: TI'm wondering if the Agricultural Development Corporation has a
breakdown with reqard to the number of individuals inyolved in each one of these
grants under that particular item and as to the aistribution by region.

MR. MOORE: Mr. Chairran, that _breakdown woulid be available, either from the
qipagtgent or from the Agqricultural Develcpment Ccrporation, buf we don't thave
it wi us,

ME. BRADLEY: Would I be atle to receive that information?

MR. _NOTLEY: 7T'd like to, if 1I_could, move on_ from general guestions to one
specific case and that's Northern_Alberta Aqribusiness an_ alfalfa lant in
Falher +hat ottained a  $1 wmillicn varantee on ﬁuly 3, 1974, angd then on
December 9, 1974 that was increased to $1.5 million, The "first question Mr.
Chairman, to any of the gentlemen is, just what is_the current status of that
loan quarantee to Northern Alberta Aqr15u51ness, who is currently the owner, and

who is operating the Falher plant?

MR, ORDZE: Thez.are current, They had a qood year. At the present time we h
not heard anything that would indicate that there are any problems +hat w

ave
i1l
arise with the plant.

MR, . NOTLEY: This 1is not a supplementary. 1 asked in the first question in
additicn whko was the current cwner and the curreut operator.
MR, ORDZE: The principals are the Zeit=ar brcthers.

KR. HMOOPE: Parhaps, M¥r., Chairman, a brief exglanation of some of the events
there over tis cours2 nf the last two years. Thut particular plant was first



tuilt in a partnership tetween the Z2iter brotusrs and a %enfleman by the name
cf Dr., Ctto Hanp2l, who was a resident of West Germany. pafter the _rplant had
been constructad and was in operaticn fcr about a year, some difficulties arose
Letween the partners and the account, including somé principal and interest, was
in arrears, The 1ifficulties 1in the partnership did not agpear +5 ke bein
resolved and there was a fear by the corporation that some of th2 assets tha
were held as securi*ty may rot be secura,., _That was the reasor that the plant was
rlaced into a receivsrship position, T bLelieye about a ysar ago, . .

That receivarshi Fesitiorn was _cnly maintainesd for a short_ pericd of time.
shortly after _tha the partnership resolved their difficulties and ny
understand;n% is that the Zeifter brothers became the sole cwners, broggbt their
accounts withk +he cegrporation up to, date and the receivership position_ was
released., 350 the situation there, insofar as the corporation's security and ths
repayment of the loan and the intesrest, is current, and as Wr. Ordze indicated,
we expect it to stay that way. The plant is operating quite successfully.

MR. NOTLEY: Hr. Chairman, to Mr. Moore., When the original flant wvas built, and
the original partnership set up, thsre was a faii amount of land -- I heliava
according _to Motion for a Return 218 avout, if .'m not mistaken 11,500 acres of
land -- held by the company and 1ts‘fr1uc1pals. Now_I gather that that land has
oW _ reverted +to Dr. Happel, has it not? My question really is sort of a two-
fold question. Number one, was _any of that gquurantee money, aither the 31
million or the recorverted 31. riilicn__on Decembar 9 used in the actual
purchase of any of those 11,500 acres of land?

MR. MOORE: Mr. Chairman, no it was not._ The land was purchased before the plant
was built anrnd the lcan of %1 wmillicn and the further extension to $1.5 million
was _made to th2 company, not the individual, w2li after the purchase of the farm
land. This was indicated in the roticn for a _return answer, The, company and
its principals do_not _own _very _much land now, and that has simply occurred
because_the owner of the land is no_longer_a pr1nc1gal in the company. The land
is_.still_ owned _by the =same individual but y_ vway nf the fact that that
individuwal is no longer a part of *he aifaifa plant _anéd Northern Alberta
Agribusipess, they do _not own that land. But su far as I'm aware, that land is
still held by the original rurchaser, Dr. Happel.

MR. _NOTLEY: HMr. Chairman, to the minister or perhaps to ¥r. Crdze, what
considerations were made by the ccrroration at the time of this articular
project? Admittedly right now there is a separation between Dr., Happel who owns
these 80 quarter-sections of land and the company, but when the_ ~concept was
originally brought forward it was really t¢  be both the 1land and the
agribusiness firm as T understand it. The sgec1i1c question I would gut is, was
there any concern by the board at the time about a project which woul

see gquite
a number of individual farmers -- I think somewhere in the neighbourhogod o% 20
families -- bought out to become part of a land, base, if you like, for an

agribusiness concern, as oEposed to the normal agribusiness_ appfoach o being

fﬁt up agd then working out contracts or arrangements with individual farmers in
e area?

BR. HWOORE: Mr, Chairman, as I mentioned in my earlier answer, the aprlication
for a lcan to the Agricultural Development Corporation was after the fact, The
land had alreadz been secured. The_rlant was under construction, and there was
no choice presented +o the board of directors as to whether or not it would be
in the public interest, _if _you want to put it that way, to make a loan that
might_entail the purchase of a larqge guantity of farm land,_because the purchase
had already beepn made, Scme of the criteria that were ipvolved in the decision,
cf course, involved the fact that the plant ii question is_ a_double drun
processing flant _that would have entalled the purchase of alfalfa from a good
nunber of farmers in the area aside frcm the and that was owned by the
rrincipals of the company. Mr, Ordze may want to expand upon that.

MR. NOTLEY: A general guestion then, and I dgn't pose this to be arqumentative,
You could say that the land was _rurchased and _therefore it was not a relevant
consideration, bhut then one had to make the decision on whether or not the 1.5
million quarantee would be made, bearing inm mind that part of the operation_ as
it was or1,;na11¥ planned included "a land base. My question, and this is a
general question cf _policy, what is the positinop of _the ADC wifn respect to
agribusiness actually purchasing land either diiectly or through some connected
holding companX,lndlrect}y to provide 6 a_ land Lase? Is thefe any sort of
establisheld policy at this point in time?

PR, MOOEE: 4r, Chairman, the Agriculturul Development Corporation, and indeged n
cffice frcm time to time, r=2ceive reguests to cousider loan _quarantee or 4irec
loans for the purchase of fairly largye guantities of land. In avery case, we
take the position that_ the corpcration was established to_assist_ the farmily farm
unit and do not maks loans for the‘outr;ght purchase of large blocks of land hz
an aqribusiness or_corrorations or_individuals. Tt 1is corsidéered +that that
cperaticr is beoeyond a rather normal size. .
¥ith resoect *o the loan _in gquestion, the alfalfa plant and *he land in
Falher, my oific> was approachked ty the partners in thke compeny as tc whether or



not we would consider, as a matter of policy, aduitional lending to the Northern
Alberta Agrilusiness, *hat might allow them *fc purchase ths 1land from _the
ipdividual who own21 it and I_don't hz2lieve that that =mver got +5 the toard of
directors of the corporation, I advised them _that guite frarnkly there wouldn't
be the =slightest Fos51b111tv that we would piovide either a direc* loan cr a
loan gquararntee for %he purchase of the land.

MR, APPLEBY: MNMr, Chairman, the original concept ¢f ADC I thirk was preotty clear.

It was going *to provide a_ wmuch needed source _of credit for *he fatmlng
community anid certainly I thipnk this _propocsed concggt has been very wel
accepted. Fiom time %o +time the Lasgislature found i nacessary to, make
additional appropriations of funds in order to meet the almost unanticipated
volume of regquests for loans, . .

,Looking at the report for this year, I notice that comparing the current year
with the pravious year, there has been, with the exccrption of "the agrilusipess
loans and the beqinning farmer lcans, scome decr=ase in the amount 2xpended or
quaranteed in loans this year. TI'm just vonderiug now if +he ADC board have
come to any _conclusions as _to the condition ¢f the total fund, as _to whether
it's in a stable coniition as far as the revolviung aspect is councarned and might
be self-sustaining _in the irmediate fcreseearle future, say in the next five
years, witkout any addi+tional funds by the Lagislature?

MR, HMOORE: MNr. Chairman, it's doubtful if the fund at_its present level will he
self-sustaininqg. The first 350 willicn of funds proyvided to the corporation by
legislaticorn bear no intarest payable to _the Provincial Treasurer, However, the
talance of $100 wmillion which is advanced from the _Provincial reasurer does
bear interast. From that revolyving fund as *he iesult of the changes which were
made in The Agricultural Davelopment Corporation Act of a year ago last
Lecember, it's necessary for the corroration_to gay any losses that thez may
incur or any special programs that they may dovelop by way cf intersst _rebates
or somethin of that nature. , So__depending, of course, on the level of
borrowinq, 2 corporation will, in all 1likelihocd within the next year, need a
ckange in *he act to maintain the level cf horrcsings on an average such as theay
may have_been, say, over the last three years. .
he alternative, of course, would be for the corporation, when they reach the

level of $150 wmillion gutstanalnq, to 51mp1K lenc whatever is available as _a
return to th2 revolving fund throughout the course of the year and cut off all
loans at tha point that those funds are used ug. R

I might say,_ Mr, Chairman, with respect_*o the interest perhaps Mr. Rogers
might have some further ccmments., I believe I was_correct ir saying ,the first
$50 million does_not bear interest and on the last $100 million, interest is
required to bes paid to the Provincial Treasurer.

MB. ROGERS: That is under the authority_of & Treasury Board Minute. I just
forget the number of it, but it applies to all such advances.

MR. APPLEBY: Mr, Chairman, as _a  follow—-up, from time to time ccncerns_are
expressed to me_about the length cf time befcore a decision is made on a 1loan
application, I wonder, Mr, Chairman, just _ how often these procedures regardlnq
decision-making are reviewed, Is it updated frow_time _to_ time in order o _try

to _ _achievs a more expeditious way of making decisions regqgarding loan
applications? )

MR. MOORE: Mr, Chairman, in the early growth cf the corporation, particularly
when a lot of loan applications were received in one district or region, there
were some difficulties in delays,  in Erocesglng some _of which could be
considered the fault of the corporation staff_ in fhe .field, some <cf _which
oftentipes were the fault of farmers who did Lot provide appropriate and full
enough information with respect to their farm firancing plan.

In June_ of 1975 after some considerable _disciussion between myself, the
chairman of the board, the board of directors, arnd management, we developed a
system _whereby an application which is forvarded from a local loans officer or
regional office to the hecad office in Camrose is dealt with within 10 working
dax§,. either in the form of an approval, a rejection, or a reguest fof
additional information if that is required. So rar_as  I'm awvare wefve been
able to _hold with nperhaps _a verI few exceptions to that scﬁedule, So_an
individual does not have to wait anz onger than two weeks in a normal situation
to_get some kind of an answer from the cgrporation, .

I wmiqght add howevar, that that dJdoes not apply to the dealings_between a
farmer and the focal loans officer., We do have_ouccasions where an” individual
will gc to a loans officer and say, weil I would like to get a loan toc purchase
land or do $ometh19g else, and fe's given_ an apgl;catlon form and some
assistance 1is proviied and he_goes home, but doesn't bring the aE lication form
back and then a couple months later he pﬁones my office or som= M and says, I
haven't got my. loan; in fact, it has never goune past_the local loans officer.
So there 1s an onus _on an_individual who is makiug apgllcatlon to ADC_ to nmake
very sure_ that his applicaticn is cgm;leted, that the local lcans of ficer has
all +he inforwation ke neecids and that it's forwaided to the Lead office.



MR, APPLERY: M¥r. Chairman, tkere 1is dJust o question, I would like to ask
regarding security of this information on an appiicant!s file. Is _that _kept
str;ctlg within the corporaticn as far as the intformation is concerned, or is it
available to any nutside =ources?

KR. MCORE: Mr., Chairman, with respact to agribusiness loans we have provided a
certain amount of 1nforma{;ug whichk was providad to this committee +three weosks
ago, _ Witk respect to individual farm ioans,_the information with regard to ary
individual is kept confideptial within the flles of tha corporation _and,6 the
board of directors, with +the exception of my office. I do not receive in my
office every indiviidual file or anything like that, but 4o, from *ime +o_ tine
whep requests are mads to my office tc anave the Loard of directors reconsider or
to look agaln at a particular loan, I request the file. 1In addition to that, T
have tol Mambers of the Legislative Assenolly that on_a cornfidential basis
related to their constitu=ncy, I would we prepared to provide +them with scwme
information about a con§t1¥uent cf theirs who may, have_ a loan or a loan
application b2fore the Aqgricultural Development Corporation. So that has been
done on, a number of occasicns, but 1t's Lot Mr. <Chkairman, £for public
information. It's only to assist the MLR in undersiandlnq wkat the protlem is,

MR. APPLEREY: rinally, #r. Chairman, noticing in the_annual Treport_ the change in
the accounting policy regarding fprovision_for prcbable losses on loans,, direct
and .guqrantegi both -- that's on page 27 —-- ana it provides for §ometﬁ;ng cver
34 million_this year. I just was wcndering if tiis would be in line with the
ratio cf losses to loans as had been issued in previous years, Hfas this fiqure
been arrived at from information hat has been cowpiled as to the rate of 0ss
over previous years?

MR, _MCORE: Hr, Chairman, Mr. Bogers may want tc correct me, but T Lkelieve that
previous, to this_ financial _ statement, provisions were not made by  the
corporation for_ loss=2s, and, that was cne of the areas in _which the Provincial
Auditor reguested the corporation to, change 1its accounting rprocedures, o
therefore it's difficult to compare with gast years. Bu* T think, Mr, Chairwran

it would be fair to say that the growth of the corporation_ from its developmen€
in 1972 until now has been of such a nature in_terms_of the loans that are made
that you would anticipate yvour lcsses for uncollectable accecunts to occur_ in
greater_ fregusncy in the third or_fourth year, 1In cther words, it isn't often
that ‘a_loan beccmes in default in 12 mouths or 24 montks and provisions are nade
to write it off or _to indicate in the financial statement that there is a
potential loss there. I would €xpect that in years to_come you will see similar
types _of figures with reqard to the corporation's losses or expected losses,
provisicns for losses, Mr. Rogers, did you want to add anythking to that?

MR. _ROGERS: Yes, The actual amcunts that were provided were arrived at as the

result cf an examination and a review of the accounts. Thege were discussed
with management. It was on that basis that management arrived at the provision,
together with my representatives_carryiang out thée audit. One of the _changes

also of course was the provision for possible future losses against the
guarantees referred to in note 9._ The aecessity for this arose from the change
in legislaticn on December 15, 1975.

MR, CLARK: Mr, Chairman, I kave a number of questions, T gqguess I ask for your
ulidance, Mr. Chairman, _WYhen a member asks gquestions the weék revious as,
id witf regard to Faith Farms at Wetaskiwin, and asks the officials fo bring

back ansvers to several guestions, I would say, tr. Chairman, +that it  puts_a

member _in_, somewhat of a difficult situation in having to use his gquestions for
the fcllowing week to get the answers he's askad for ih the week previous.

FR. CHAIRMAN: I don't thipk we'd ccunt that as a gquestion if you asksd if they
krought the information ftack.

BR. CLARK: Okay. Then I asked the gentlemen itom the corporation to answer a
pumber of guestions with regard t¢_ Faith Farnms. Have they the information
today, and could they make it available now?

MR, CHAIRMAN: Perhaps I erred in not asking _the witnesses if they hrought back
the information requested., Perhaps I shculd do that now.

MR, ORDZE:_ I brought tack tke information as to the equity investment made by
the Scardillcs. That's the only one I Lad,

®R, CLARK: Mr, Chairwan, I belieye if the minister checked, reference was made
to Scardillo brothers buying milk frcem the producers at #6.75 and selling it to
the Central 1lberta Dairy Pool at $6.25 and I asked for the justification for
that and how the corporation allcwed that to go on, Perhaps ou could hring

that back for next we=k, If you will then, botik. Can I have the answer to the
first one, too. -

MR. CHAYRMAN: Do you hkave the answers, Hr. Ordzel

ial

made



KR. ORDZE: Y=2s, Ths book _value of the fixed assets of tha ™wo Hills cheese
factory was on the basis of audited financial statements dated February 28, 1973
and they wers 65,307, These assets were tiansferred to Scardillo PBrothers
Company_Limitel when the sale of the Two Hills p.ant failed. In additic¢n, Teny
Scardillo invasted a further 345,000 into Scardillc Brothers Company Limited b%
way of sharehcldears loang of $18,600, purchase oi common stock, and "payment o

supplier's iuvoices, This comes to a total of 3110,807,

ME. CLARK: Just so I have that clear, Mr. Chairmun, Scardillos initially agqreel
to put into the proposition $110,8C7 out of approuximately 33001000 taquested for
the first aprlication of assistance from the corporation, Is that the situation
when this whc¢le thing started?

MR. ORDZE: Their eguity contributioas was $110,807 and thke loans that were
guaranteed were $330,000,

KE. _CLARK: Following alonqg tc the first guestion. Mr. Crdze, I wonder if you
could explain to us what the reason was for this loan of $330 069 exranding he
way it did up to an amount which is irncluded ow_page 3 of the information that
you gave us the first Aay. I suipose 4 conservative estimate would be well in
excess of §1 wmillion, tha total loans and_guarantees that were made to Scardillo
brothers and now Falﬁh Farms. So what 1'd like, Mr. Chairman,_ is for_#r. Ordze
to _explain how this lcan went from +the §3B0,000 that initially was made
available to the amount that it is today.

MR, _ORDZE: If I could djust have a wmcment here, glease. I gave a very bhri=sf
cutline last week of hagpenlnqs over the course of the _years with +he "cheese
lant. The Ffigures that you see on %the aqgribusiness list today -- it's pretty
Eatd to relatz them straight to Scardilic Brotheis Company Limited because many,
many things have happened since then, as I outlined. .

I suppose the simplest way to answer your_ guestion of how the loans increased
from the $330,000 that was initially approved to a much larger  amount which I
just can't giye_you off the top of my head == T'un SOITY here it is., VYes, it's
up around $1 million. To start with, the %330,000 didn { 40 the job because of
cverruns.

MR, CLARK: I'm sorry, Nr. Chairman, to keeY interrupting, but to Mr. Ordze --
%hlstls g01n to take a great deal of time unless you are going to give us step
y step by step.

MR. ORDZE: I can't give it to you concise and simple. It's not possible unless
1 submit a lcng report.

MR. , CLABK: Well‘ that's what we want, Mr, Ordze, because_you're gcing_to kee
coming back and I'm golng to keep asking the guestions _until we get | a “detaile
breakdcwn_ of —-- really what I want, fir. Ordze, and I'm $orr1 ,didn't make it
clear_ earlier, is a breakdown on the reasons for the additioral finance on every
cccasicn th@% the A%. Develorment Corporation felt it was necessary for
additional finance. If I didn't make that cleatr to you, I'm sorry.

MR. MOORE; Mr. Chairman, we're prepared to provide that by way of information
now, It will take some time.

MR. OBRDZE: %e2ll, I can't go back tc the beginniung and exglain it off the top of
ny head. I was not aware that the guestion was usSked last week that I _was to
know each increase in these loans and to explain how they came about. I do not
telieve I was asked that questicn.

MR. CHAIRMAN: Well, Mr, Ordze or the hon. Mr. Mocre, do you want to prepare that
in writing? Is thls your sugqgesticn?

MR.  MCORE: _Mr,, Chairman, I don't know exactly what the hen. Member for Olds-
Didsbury is_looking for, but I think the_ statement that was provided a week agqo,
i he _would review fhat .wculd _indicate a good number of the reasons the
Scardillo Brothers, company failed ana what steps were taken by the corporation
then. Indeed we indicate the concern_with respect to_a number of producers who
were hauling to the plant and so on. In terms ot the loan guarante2 rising_from
$330,000 to 31 milliogn, that was because of_a var;et¥ of reasons_which included
plant cost overrun initially. Secondly, included_in that 31 million is some
cEeratlnq losses which occurred while Scardillo Brothers were operating the
plant that were transferred in total to the new cownpers, Failth Farms Limited,

There are scme reasons that bhave to do with taxetion, and also with the ability
of the company to obtain a DREE grant taat involved the transfsr of those 1o0sses
which are included in the $1 million lcan. .
. In addition to_ that, the new operators_ of the plant were successful in
increasing the prcduction of the rlant rather drupatically bty some additional
capital -expeniitures, Together with that was the requirement that the storage
for cheese be increas=24 subkstantially so that they ml%ht be in a better position
to, service thair custorers with wmiid, mediuwm, and old cleesse, All of those
things simply added up *o a capital ccecst cof 31 mif1ion. “In adlition to that,
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the Agricultural Devslopmant Corporation was, Zfor all intente and purposes, the
sole cwner of the Wa2taskiwin cheese plant and we had to either sell the assets
for whatever they would bring on the cpen market which, in all likelihocd_ wculd
have meant that it wouldn't be a cheese plant aud we'd have gotten verz little
or we had to find somesne who had cafabxe mapagawent to run it toqgether w;tﬁ
some firancing, Mr, ©Ordze and other members of the staff of th="ccrporation
spent some ccnsiderable time trying, to find someone who had both capable
management and _some assets to put into the opeiation. We were unsuccessful in
finding an irdividual with both of those things going for thenm.

However, the_ Corning peogle, who are the owners o6f Faith Farms and come from
Saskatchewan had a considerable amount of expeiience in the manufocture of
cheese and the_ managament of a cheese plant., So it firally lecame our view that
the plant should ke sold to them with little or no financing on their part,
altbhough ther=2 are  personal 2uarantees involved.,  So that accounts fer a fair
portion of the %1 millicn, the fact that the plaut is close to 100 ger cent
financed_ by the Agricultural Development Ccrroration. . .

You will ncte that the original loan was for $330,000, with %$110,807 cf eguity
from Scardillo Rrothers. That was a total of $hu0,00C, .So actually the _loan
Mr. Chairman, has 1iuncreased to just over doubie what it was when the orlqlnai
concegt was developei. . ) . .

Jus to review very briefly that increase to double what it was at that tipe
resulted in cost overruns, resulted in iosses that were incurred by Scardillo
Erothers that _were taken over by the uew owners and resulted as well from some
changes that had to be made _to tre plant to 1increase 1its, capacity and some
additions *hat had to be made to bring it intc a viabhle position, Now there may

e some gquestions, Mr. Chairman, arising out of what I've said, that I think we
could answer.,

MR. CLARK: H4r. Chairman, I agprsciate the minister’s commerts, but resally what
I'm asking for is a detaile breakdown _from the Agricultural Development
Corporation_ for the reasons for all the additional money that went in, and not
just general statements. All sorts of concerns uave been expressed, I'm sure to
the minister, to the Ag. Develcgment Corporation about the cost overruns. We
can start there., We cap_talk about _the management and_the  wages that various
people, were belng paid by Scardillo brothers and various reasons the debt
situation developed, . . . .

Really, Mr._ _Chairman, what I'd like from the corporation is a, very detailed
breakdown of all the reasons the corporaticn knows of as_to why this can_ went
from $330,000 to a loan that now is _$1,155,000, I recall asklng the guestion in
the House when the loan was originally made and 1_was assured at that time_ that
there was caﬁable management and those things. I really am asking ¥r. Ordze to
prepare for the committee as_detailed a breakdown as the corEoratlon can give us
of reasons for the loan going frem $330,000 to $31,155,00C today, _If Fr. Ordze
could have that back for the next meeting that would be extemely helpful.

MR. MOORF: _Mr. Chairman, I gtovided generally, I think, a good overview of the
reasons the loan went from $330,000 to in excess of $1 million, as it is today.
Quite frank1¥,_ we're not _prepared, Mr. Chairsan, to provide the bocks of the
company.,6 AS I indicated earlier, we're prepared to provide a_ fair amount of
information with 7respect to_  agribusiness 1lcans., | We've done that. We'rs
prepared to ansver questions with respect to any specific part of the loan.  But
insofar as writing a detailed report of every Single action that occurred in
this plant over the course of the last five years and_dragging out the files of
the gricultural Development Cocrporation, we're simply not prepared to do that.

MR. CLARK: Mr. Chairman, we're not asking the minister to btring the files of the
corporation here to the Public Accounts Committee. Maybe we should, bhe, ut
we're not. RFhat we're asking +the, corperation +to’ do is to ive us the
information and the reasgons the loans increased rrom $330,000 to wel over _3$1

million. | If this conmmittee isn't entitled to kave that information in detail,
then whe in the world is?

MR. MOORE: Mr, Chairman, in all fairness, welve provided a fair amount of that
at the last me=ting and_ again this gcrning. If the hon. member, Mr. Chairman,
has further questions with regard to any aspect of that loan, we'd be pleased to
try to answer them, but as far as Adeveloping a bunch of information —- we're not

exactly sure, quite frankly, what aspect of tue loan the individual member is
asking for.

MR. CLARK: bKr., Chairman, then I'1ll be much more specific to the minister, Will
the corporation give to us_the reason, the speciiic reason, for the increase in
the quarantee going frcm $330,000 tc well cver $1 million, whatever it is today?
Now, several times the cornoration agreced to increase .tﬁe, borrpw1ngs or _the
guarantee. . Now surely it's reasconable *o ask for the justification for each of
those occasions that +he corporation_ accepted so_ that +they increased the

guarantee or increased the liability cf the recpie of Alberta, "Certainly that's
a reascnibla yguestion,



MR. MOORZE: I've answared the que

3 q d on in fair detail. TIf tle hon, member wculd
listen, 1'11 answer it again., 0

1

Y frankly, +here are a nubber of reasons, but
three “that are important, One of the reasons it has increased to 31 million is
that the corporation is financing 100 per cent or clonse to 100 per cent of the
loan and there 1s 1little or rpc eguity in _it. Secondly, Mr. Chairman, T
indicated *hat_the n=w owners, for tax reasons auwd for r=asors of aelng abla to
secure,  a nutritive processing qrant from Alberta Agriculture aund the Departrment
of Regional and Econdmic Expansion_federally were requir2d to assume the losses
that had _occurred by the Scardillec Brothers Company which in fact were a
responsibility of the Agricultural Davelopment_ Corporation. In aidition to
that, there were cost overruns from *he original projected cost of the rlant and
even after those cost cverruns the rzw _management of the plant felt kat +he
plart could operate in a more rrcfitable pesition if changes were made with
respect to th2 operation gof the plant tanat entaiied some additicnal equipwent
and indeed some additional s*tcorage capacity.

Now I don't know b= yond that, Mr. Chairman, what we can say.

e
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MR. CLARK: Wr, Chairman, can I ccme back to the minister and say, ¥Mr. Minister

therein liss the problem., The reascns that you yave us were the Y00 per _cent of
the lcan now beinqg carried by the corporatlon -- fair ball. The second reason
that vou gave us was the cost overruns, The third reason that you gave us was
that the management today felt that there was a need for additlconal money tc bhe
spent -- fair ball. But, Mr, Minister, cur rroblem 1is that the on1¥ reagon
which relates to _the Scardillo Brofuers' "invulvement and basically that tipe

when the thing tripled is just cecst overruns, MHr. Minister, Give us the
breakdcwn.

MR. _MOORE: There are a number of reasons why thLe loan went from $330,C00 tc §1
million. They are not just ccst cverrnus., There are other reasons as well.

MR, CLARK: What are they then? Aand how much mouey can he attributed to each of
the reasons?

AN HON., MEMBER: We're waiting.

Mk, _CHAIRMAN: _Would it be rfossible to get a breakdown in writing of this
rarticular item?

MBR. McCCRAE: Mr, Chairman, in all fairness, I

. ] 'm not understanding the direction
cf the questions, I'm sure the minister is_ sharing the same  difficulty in
finding out what the member is getting at, T think what he's asking is, was_the
security adequate for each of these increases, That isn't it, agpatentiz, He's
wagqing  his head ne%atlvely. I don't frankly understand what he's getting at.
He's asked a series of general questions. He's Lad a_response from the minister
and ‘I think it*'s up to him to tie it down _specifically what it is he'd like %t

.0
ask a question on, He's asked questions and apparently he's not satisfied with
the, answers but the t;pe of questicn is so general’ that I don't know how the
minister voula respond. | think he needs to be specific and ask something that

is able to be answered in other than a general fashion, ,
MR, CHAIRMAN: Hon. members, I don't think it's up to the Chair to decide what
the members are qetting at. fie had asked for a breakdown_ of expenditures 1in

ublic accounts and _it would be my view that the committes is entitled to a
reakdcun of that expenditura.

¥R, MOORE: Mr. Chalrman, the breakdcwn is grovidga on page 3 of the agribusinpess
loans decument that I provided at the first meeting of this cormittee._ The hon.
Hember for Olds-Didsbury is asklna for the reasous why those individual loang as
they are broken down were grovxde .. The breakdcwn is” there, provided on the
first day that this committee met three weeks agqgc.

MR. CHAIRMAN: Mr, Clark, the breakdown appears to be on page 3 of the statement,

MR, CLARK: Mr, Chairman if we cculd get the reason for each of these loans
beinqg made at that time, thie Specific reason -- for_ example there must have
een a very specific reason for why cn nax 10, 1973, $30 ,060: on May 21, 1974,
£50,000; for Junme 20, 1974, $10C,C00; for August 8 1974, not more, than_ two
monfhs later, another $200,000, 'What I want, Mr. ¢hairman, very specifically so
even thewmemﬁer from Calgary can understand 1t ig, what was the specific reason
for each cne of those loans?

%R. gHAIRMAN: Hon. Mr, Moore, cculd you give the main reason for ecach of those
cans?

MR, McCRAE: “r, _ Chairman, could T object? I understand the answvers, it's the
cuesticns I have difficulty with,

MR, CLAPK: That's not the only thing you have Aifficulty witk,



BE. MOORE: Mr, Chairman, we miqght spend somz time right now going through thenm
one by one 1f the hon, m2mber wishes. dis first question, gquite frank;g Wa s
what were tha2 general reascngs with Tespaect to the loan increasing from 3 30,000
to in excess of $1 million, I answarel that question by stating what tﬂo$e
reasons wWere. We can go through tham onz by cue and the members can ask their
questions and their suprlementaries as we go.

MR.  NOTLEY: Just on a point of order, Mr, Miuister, so thLat we get the thi

hin

straight right from *he werd gc kere, AS I look at page 3 1t seems %o me tha%
the total 'loans is not, in fact, just over $1 million, but is $15%,000, 351
rillion and 5550; 00 -- corract me if I'm wrong =-- which would meant 51,%05,t00.
Is that correct? That is, in fac*, the new status and takes in all these other
loans -- woull that bes a fair assessmant of_ the_ situation so that we're all

starting from the same gate so to speak in lookiug at this.

MR, MOORE: Mr, Chairman there needs to he a breakdown hetween cagital and
cperating., In fact, the otal _amcunt of uaranteed  loans to TFaith Farms
Limitad, _which is public_knowledge and passed by Order in Council, is in 2xcess
cf $3 million. PBut rouqhly $2 million of that . Ordze, is or cperating
capital for acccunts receivable and _lnvenicny. So the member is corract in
saying that the 3550,000 should also be included.

ME. NOTLEY: On a point of order, Jjust so we get it straight, 1That is a
consolidation of *hese other loans, ccrrect?

¥R, MOORE: Hr. Chairman, +the bottom seven ioans _on that gage have all Lteen
refinanced b{ way of the first three to Faith Farms Limited, 'm sorry for the
confusion, ut  this, contains  , the loans that were approved the date they were
approved and the contingent liability of the corporation., The _best _Elace to
consider what's_ presently outstanding is under the contingent liabili K column
as of December_ 31, 1976. Since that time_the <contingent™ liability has, of
course, changed silqhtly tut not appreciably.

MR, _NOTLEY: So_ that would be $1,478,000as a poiut of order. Or would it be the
contingent liability of all of ttem?

MR. MOORE: Mr., Chairman, if members wili look at the top of the page under Dairy
World Foods Limited, Wetaskiwin cheese marketing theg will see twd loans, one
in _the amount of $145,000 and one in the amgun£ of $1,450,000. The contingent
liability on those two loans is zero on the first one, £250,740° on the second
cne, and the seven loans at the bottom of the Eage which still show a contingent
Tiability will be transferred to the Dairy Wor d Poods _loans which are up abcve,
rTh§ reason for the new ccmpany name largely involved the nutritive processing
grant,

MB. CLARK: So Dairy World Foods Limited is really the same as Faith Farms, which
fermerly was Scardillo Brothers?

MR. NOTLEY: wWhat is our total contingent liabilit¥ then, before we start, sc we
know what it is -- for Dairy Wcrld Foods and aith Farms, the con%lnqent
liability, according *o these fiqures. I'm not asking you for the update, Just
an interpretation of what we've got before us.

BR,  MOORFE: The +total contingent liability would be in the neighbourhood of $3
gillion. _Of course, it changes depending on the  amount of call on_ the
quaranteed bank _loans_for_ inventory and operating capital. But_it's rcughlz_ln
the neighbourhood of %3 million. That loan in total was agproveq by Executive
Council and made public several months aqgo_by way of an Order in Council. But
it does incluide the Dairy World Fcods as well as Faith Farms, That's a new name
for a company owned by the same owners of Faith farms.

MR, CLARK: Mr. Chairman, I think the minister was gcing to go through and give
us an explanation of how we got invclved in each of these 1lcans_ here, To  me
that becomes virtuwally the central issue., How did the thing go from 3$330,000 to
vhere we are today, you know, frcm $330,000 +o, $3 million +today, T the
‘minister or his offlclals can give us the justizication that they accepted as a
reason for increasing the government quarantee iu _each of these areas, then we
can understand the situation scmewhat better and decide where we go from here,

MR, MOORE: dr. Chairman, T've ;ust finished doing that at least twice this
morning in a g=neral sort of wag. f the hon. members want to ask spec;flcallz
made s

about each nan that was ince May 10, 1973, direct their questions an
we'll try to answer them.

MR, CLARK: Mr, Chairman, on a pcint of order, that reallg makes a_mockery_ out of
Eubllc accounts when a_member can ask one questicn and three supglementarles and
here are 9 loams and we can't ask one gquestioun and get a breakdown of =ach of
+he loans. That really makes a mcckery cf what we'rs doing tere,



MB. CHAIRYaN: Would you be able *to give the reasons for each of these loans? T
can see_the difficulty cof trying to ask them one at a time._ If we could have

thﬁm all. T would think the main reasou for each of these lcans is what you are
askirq,

MR. MCORP: 9211, Hr. Chairman, I wouldn't want_to make an¥ commitment this
morning to provide the hon. member with detail=sd explanations of every  instance
without knowing -- I think there has to be scme i1esponsibility, Fr. Chairman, on
members of this committee %fo ask gquestions so that we have ar idea of what they
in fact want to know rather than to just say, give us the files, That's frankly
what we've been asked for,

MR. CLAP¥: I haven't asked for the files at all. Now get off it.

MR. NOORE: . . . {(inauditle) ., . . accept whatever we bring as ap explanation.

We can have a on=2-page explanation for =ach one or a gne-garaqraph. The _board
of directors of the Aqricultural Development Corporation have spent several days
on this loan on deliberaticrs and their _delibeirations are contained 1in the
minutes of the meetln%. They involve milk cvroducers in_the Wetaskiwin area who
were shipping o the plant and sc cn. L1'm at a iittle bit of a loss tc krow to
what extent the hon., member wants information, W®e brought, I thought, all that
he wanted as the result of his guestions _at the 1last nmeeting, Fut Mr.,

Chairman, if 1t's your wish, we'll try to devaiop a skort surmary of cach loan
and the reasons it was issued,

MR, _CHAIRMAN: Is that satisfactory to the cummittee? Okay, NMr. Clark, your
third suprlementary.

MR. CLARK: Oh, I'11 drop it. Ch, no_I won't, Mr., Chairman,_ 1I'd4 like to go
tack, Mr. Chairman, to the questicn rmy cglleg%ue, Mr. Mandeville, asked this
nOorning. While  we're getting information it would be helpful to get some rore
and I'l]l make this very specific so everyone_ understands it, Wouyld the
qgqentlemen from the Ag, Development Corporation biing back for the next time when
the{_come kack_ to Public Accounts, which will be two weeks from today, I  guess,
a ist of all the agritusiness ventures here that _have capital loans_with the
Alberta Qrportunity Comgany. If T understood Mr. Ordze's comment earlier, he
indicated to Mr. Mandeville that in scme cases_  AOC had supplied capital
financing and ADC has supplied the operdaticnal financing. So wmy question is,
can we have that information for the next meeting?

MR. MOORE: Mr, Chairman, that's no problem. It was me that made_the indication
that_there were joint loans between ADC and AQC. It's no dlfflgultz at all.
would indicate,_ _however, that information_of Alberta Opportunity Ccmpany lcans
is public, as well as the Agricultural Developmeut Corporation loans. I don't
pind dcing the work for you though.

MR. CLARK: While you're so _generous, over the Laster recess, perhaps you'd let
us know which onzs are behind in their payments, too.

¥R. MOORE: I'm sorry, MWr. Chairpan, but with the Agricultural Developament
Corporation before Public Accounts, it _would not be  our_ intenticn_, to Iing
forward other than the amount of the loan and AuC,_which is made public through
the Alberta Gazette. If the members wish to call the Alberta Opportunity
Company _before the committee to get scme inuaication in the arrears in their
loans and so on, T would expect that's what they should do.

MR. CHATRMAN: Agreed. I would think s=so.

¥R. DCNNELLY:; ®r, Chairman, my questicn_to _the minister arises out of C.C. 1657
pagsed in 1972 and referred to on_paqe 52 of volume 2. It reads: "Where a
primary producer who has been loaned money by the corporation dies before the
age of 65 years, the gorforatlgn may make a grant to his estate in an amount
equal to_ the principal and interest owing to the ccrporation, the_ grant tc be

used sglgll for the purypose of reraying the estate to he corporation."_  _Now,
Mr, Minister, when +this happens, what 1f _any negotiating qoes on with the
pglm%r{hpgoducer? or his family -- he's dead, I was just corréected. I'm scrry
abou at.

MR, MOORE: I was hoping you'd clarify that. There is very little neqotiation
with the producer,

MR. CHAIRMAN: Just for +he reccrd, what is your question specifically, ¥r.
Donnelly?

MR. DCONNELLY: What neqgotiaticn 1is done with the estate, if T can put it that
¥ay.

MR, ORDZE: There is no negotiation. We are piovided with a death certificate
and we determine the outstanding amcunt, not inciuding arrears, and that is the
amour.t cf the grant,



MR. DONNELLY: Are vyou telling me you just write these cff? You don't *ry to
pegotiate and oktain your money that you have lcaned?

ME, CHAIRMAN: T dont't think we heard your answer, Mr. Ordze,

MR. ORDZF: If _T upderstood the question, you want to_know if, in the event of
death =— you read this 0.C. -- do we pay this Jrant or do we try to negotiate
with the estate as to whather or not we should pay it.

MR. DCNNELLY: Well, I want to kncw if ycu try +o¢ get some of the moaey back, or
are you just paying it?

MR, ORDZE: Wc pay it. Tt's part of our policy.

MR. MOORE: ¥r., Chairman, perhaps an oxplanation of the situatiop would kelp the
member to_understand. Tfiere are three aifferent routes to go witlh respec to
irsuring_loarns., One is by way of insisting that each individual_ who takes out a
loan application has term life insurance_with the ccrporation beinyg the receiver
to the extent of +his 1loan, Secgndly, for the corporation to huy a hlanket
insurance policy that covers the 1ife _of ali those who _borrow from the
corporation. With r~spect_ _to aqribusiness guarantees or loans if there are
some, we generally in most all cases insure that the individual has_private life
insurance cov2raqge, But with respect to direct farm loans, we've looked at the
costs of tha three different systems, cne_ of which is the s%ralqht grant by the
corporation, that occurs automatically in the event of death, the seccnd Leing
individual insurance coverage that we insist on as_part of our 1loan contract
and, the third, blanket insurance coverage jpai for by the corgoration an
ultimately charged to the loan in scme deqree or another, L.

The corporation hoard of directors and management are presently reviewing the
procedure under which we've worked the last four years with_ _a _view to the
possibility of 901ng to blapket insurance coverage or individual insurance
coverage, But quite frankly, the experience of the corporation during the last
four _yvears has been tha the direct grant procedure is the cheapest way of
ensuring loans in the event of death. That's why it has been continued. It has
keen much <cheaper than_huying blanket insurance and much less costly than the
costs that might be passed on to individuals who are required to buy 3Individual
insurance
. There is‘ no effort made to collect., It's the policy of the corporation that
if an individual dies, a qrant will bhe provided to cover the 1loan,

MR. STEWART: Mr, Chairman, I'd like the minister to explain,_on the zjribusiness
loans, Diamond-V Ranch Limited started out with an approved loan of 31,600,000
with a nwortgage for,K 15 vyears. I'd like an explanation. _Is this a fani
rurchase, a néw operation? What security do we uhave on that loan?

MR. CHAIRMAN: Which loan is it, Mr. Stewart?

MR. STEWART: Diamond-V Ranch Limited in the agribusiness loans on page 3.
MR. CHAIRMAN: Which loan is it, Mr. Stewart?
FR. STEWART: Diamond-V Ranch Limited, High River, cattle ranch.

MR, CHAIRMAN: Djiamond-V Ranch Limited, High River? He wants an explanation of
that lcan under Diamond-V Ranch Limited, page 3.

MR. ORDZE: We have first mortqgaqe security on this loan.

FR. STEWART: What was the nature of the loan? Was it a land purchase, a new
cperaticn or what?

Primarily i1t was a_cattle operation with land involved, so our %otal involvement
was with land and cattle,  Our major security would fe land with_ 1lcts of extra
security. As I remember this acccunt Zfairly " well, there was lots of land
security, = We would possibly have taken the cattie as a second security, but our
land would be sufficient,

MR, LAWRENCE: Mr, Chairman, vyou're taking, K us_back a little waz here_again,
1

MR, STEWART: 1In view of the fact that it's a ncw operation as I understand it,
this isn't an 2xtension of credit to an existing operation?

MR, MOQORE: Mr. Chairman my reccllectign is, although we should check it and
Ering it back next week, that 1t was an ex1st1ng operation that had financial
roblems but_ the 1loan _ guarantee was not made for the urgoses of purchasing
.and. _Tﬁe land was already in existence, The lcan was made to assist with the
cperation, with the land that was already there being used as security. PRut we
could provide some additional infcrmaticn with respect to whether or nct there
was any involvement in land purchases, if that's what the merber wants.

ME. CHAIRPMAN: "he informaticn will bz brought hack next woek, Mr. Stawart,



MR. MANDEVILLE: Mr. Chairpan, c¢n +tne fara nome program tlat was worked out
betyeen the &adC and the Alberta mortgage coiporation, could +hs minister

indicate what input the ADC has into the farm home program as far as building
farm homes?

¥k, MOORT: Y2s,_  “r, Chairman. Basically the Agricultural Development
Corporation is irvolved hacause of tha fact tha we have & great nurher of
offices as ccumpared with the Alberta Housing Corporation thrcughout the province
where individaals can mak=2 application, and secondly, because of the reguirerent
of determ;nlng farm inccme. There was a formula that was developed with respect
to_averaqing farm income over _a numher of years to determine whsther the
individual could recieve suhsidy cn, the interest rate, .

. ADC  thersfore takes the application and determines the level of income of the
individual, forwards that tc the Alberta Jllousing Corporation for agpproval or
rejection. Part of the reascn that we have not made very rany loans under the
Frogram during the last two years_is_that it's really a supglemept to Alberta
Housing Corgporation’'s regular_ _lending ©proggrau for house ulldlng. There are
indeed a gre=at number of individuals who do wunot gqualify £for the  interest
discount hecauszs of their inccme leval whe gc straighkt to the corporation and
cbtain funds there for house building. . L.

We've rTecently had under review, as we did a year ago, the provisions of tle
farm hcere lending groqram . relative +to_ such _things "as the sguare footage
limitation and the ability “cf the individyal to provide swsat equity for his
portion of the capital cos*s that pust be paid, the overall lipits with resyect
to the dollar value of the bhcuse and _a number of other things that we hoped
would improve the Eroqram in the manner of the numbter of people "who may arply
and qualify for a lcan.

MR, MANDEVILLE: Mr, Chairman, one Supplementary question.  Last year there was
$166,000 in the report and 6 loans given out.  Tne gquestion is, bhas the gro ram
increased? | I understand one of the main rroblems with the proqram is the fact
cf determining_ the gross income which has a big Learing on it. In many cases
the farmer with a_ _high dinput ~-- their gross income is the same as their
expenses, I wonder if the_ minister was looking at making some changes as far as
determining what is gross income to a farmer.

MR. MOORE: That, Mr, Chairman,_ is not_an area that we've had a great of concern
expressed about. We're certainly willing to have a look at it, but it isn't one
cf the areas that we've been considering for chauge.

¥R. MANDEVILLE: My second questicn is, how_man aﬁplications are _ refused, and
what are the grounds on which they are refused, 1f there are applicatiomns for
farm homes refused?

MR, MOORE: I _don't have the information I'r, Chairman, as to how many are
refused. Actually, they are not refused at the aDC level rather at Alberta
Housing Corporation 1level when they get to the Albe;&a Housing Ccrporation
offices. About all we could tell ggu is how many_people inquired Aapproximatel

with  regard to the farm home lending program akd what the¥ did _from that pciw

in time -- we have some fiqures relative to where they obtained financing if
they didn't go _through the farm home lending prugram. Once agaln, I dcn't have
those fiqures with me and thez wculdn't be accurate in terms of the people who
were actually turned down by the Alberta Housing Corporation,

¥R, COOKSON: Mr, Ckairmanm, I think probably my guestion_has been partially
ansvered, but T would be curious tc know whether we Eroylnc1ally are working_ in
co-operation now, with DREE 1in the Department of Regicpal Economic Eggan51on,
whether we are2 jointly working with thea in terms of funding, and ossibly vyou
might indicate some contracts or aqreements that have bheen completed with regard
to it if tke answer is yes on that issue,

¥E. . MOORE: #r, Chairran, we have a specific agreement with the Department of
Fegional Economic Expansion called the nutritive processing agreement. The two
levels of overnment, _federal and provincial, inm Alberta made a ccumitment to
provide I believe £17 million cver a period of four ears for grants to
nutritive processing aqribusiness _establishments, That _process 1involves a
committee comprised of an emglozge of the Department of Agriculture, Mr. Norm
Thompsecn, _an the r=gional irector of " the Department of Regional Econcmic

Expansion in Edmonton who jointly assess the feasibility of applications and

provide anywhere, from perhaps 10 per cent up to 35 per cent of the costs of
developing an agribusiness. . R

The schedule of percentage costs that way_be grov1ded by way of grant is based
to some extent on the number cf employses involved and of "course the total
capital costs. Tt has been very successful, MNr. Chairman, As +to the total
number of loans, I'm not exactly sure what they've been, but_we have lant under

t%a%gvgroqram or provided by way of grant in excess of £3 nillion since March 10
o) S.

MR, COOK3ZON: 3omecne snuggestzd it's time to aijcurn, Mr. Chairman,

or



MR, McCRAE: I just wanted to_say, Chairwan, befoie we adjourn, that the ministar
has agreed to bring certain information tack to us the n=2xt tim2 we pmeat. I was
really wondering  whether or not w2 had to have them rack. If the committee
wants them back, finpa. I wonder how rauy more questions we have tolay. The
information h2 filas next time we meet may _or  may not trigger somez more
questions., Eather than have them back, what I wonder is 1f _we dor't have a lot
more questions it wpulld ke perhaps possible to we completed in the next five cr
ten minutes anl we should carry c¢cn today and theln . . .
MR, CHAIRMAN: I still have _six names on mz.;ist, Okai, a motion tc _aljcursm
then, and the Aqricultural Development Corporatiun will return on April 20.

MR, YQUNG: Mr, Chairwan, if I cculd just ask a guestion, it s22ms to me that in
view of some of the detailed information being regquested, if we need that _ type
of information for an mambers cn any othars than what bave beepn identifiel
today, perhaps that could be mentioned now so that the officials would come back
and we could cease prolcnging the exercise,

MR. CLAPR: Sp=aking to that point, I think I should pocint out to the hon., member
that after the Ag. Develorment Ccrpgration people_had been here the first week T

mentioned to them _aftsr the cormittee adjourned that I would be pursuing this
whole area of Scardillo Brothers,

MR. YOUNG: Yes, but are there any others? That's my concern,
K

MR, _CHAIRMA I_think wet'll have tc take that as we come to it, Mr. Young. The
meeting stands adjourneid.



