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[Deputy Chairman; M r. R. Moore] [10 a.m.]

M R. DEPUTY CHAIRMAN: I  call this session o f the Public 
Accounts Committee to order. First o f all, I 'd  like to get approval 

o f the minutes that were distributed.

M R. ALGER: I  move that the minutes be adopted as circulated.

M R. DEPUTY CHAIRMAN: All agreed?

HON. M EMBERS: Agreed.

M R. DEPUTY CHAIRMAN: W e ll  today we’re honoured by 
having the Hon. Larry Shaben, M inister o f Economic Development 

and Trade, with us. He has brought two o f his officials, 
and I  would ask M r. Shaben if  he would introduce them to the 
committee.

M R. SHABEN: Thank you, M r. Chairman. I ’m  sure m ost of 
the m embers here would recognize on m y left M r. Clarence 
Roth, who is Deputy M inister o f the Department o f Economic 
Developm ent and Trade, with particular emphasis on  the planning 

section o f  the department, and on m y right Roy Parker, 
who is the president o f the Alberta Opportunity Company.

M R. DEPUTY CHAIRMAN: Thanks, M r. Shaben.
W ell, we operate here in  Public Accounts fairly wide-  

ranging; w e’re covering the year 1985-1986 o f public accounts. 
Each m em ber will have an opportunity to ask questions and two 
supplementals. Usually, Mr. Shaben, the m inister opens with 
opening remarks. I f  you would care to do that, give us a  sort o f 
overview o f that year, then w e 'll go right into questions.

M R. SHABEN: Thank you, Mr. Chairman. It seems like such a 
long time ago that the Auditor General and I  were chatting: 
‘85-86. W e were, I  think, scheduled to appear before the committee 

earlier, in  June, and we had to have it postponed. B ut I ’ll 
try and touch on som e o f what I  think were the highlights o f 
‘85-86.

All o f us will recall, in sort o f the total economic sense in  the 
scene o f ‘85-86, that we’d  experienced a  deep recession beginning 

in  som e say early ‘82 and some say late 1981. T hat was a 
part of the worldwide recession that involved rapidly increasing 
interest rates, a  recession that hit a  num ber o f countries, and a 
low  activity level in certain commodities as a result o f it. T hat 
persisted through ‘82, ‘83, and ‘84. In  Alberta ‘85 was a  fairly 
good year, quite a  buoyant year. M em bers will recall that activity 

in  oil and gas exploration and developm ent was at a  pretty 
good level. So the year that w e’re looking at in  terms o f public 
accounts was principally that ‘85-86 period when the economy 
was fairly buoyant Then about February-M arch o f ‘86 was 
when another shock hit Alberta, w ith rapidly declining oil prices 
that dropped dow n to as low as $9 a  barrel in August ‘86. B ut 
in  terms o f that fiscal year and the year w e’re  dealing w ith in 
Public Accounts, some o f the highlights that the department was 
involved in, I ’ll ju s t briefly touch on them, M r. Chairman, and it 
m ight provoke som e questions o f the members in  terms o f the 
detail.

W e m ade a  decision to expand the sm all business equity corporation 
program  and increase the am ount o f  funding in  the program 

from  $15 m illion to $50 million, so that was an im portant 
initiative in ‘85-86.

I  ju s t commented on what was occurring nationally and

internationally in  ‘85-86, and our trade exports from  Alberta to 
places outside o f Canada increased quite dramatically to about 
$13 billion in that period. So it’s a  terrific year for Alberta 
exporters. W e had conducted a  m ajor trade show in  Beijing, 
China, in  order to introduce the Chinese m arket to Alberta’s oil 
and gas capability, engineering capability, and one of the major 
thrusts of our trade activities w as into China. I t was important 
because it  was tied to the Chinese five-year plan putting emphasis 

on oil and gas transportation communications, and we tied 
into our involvement with their five-year plan.

Another key involvem ent o f  the department in  that fiscal 
year was our development o f A lberta Interm odal Services. It 
was an innovative company that was established as a  result of 
our understanding o f the difficulty faced by Alberta shippers in 
getting freight rates that were competitive. So we established 
Alberta Intermodal Services, a  com pany that contracted with CP 
Rail for a certain am ount o f  volum e over a period o f time and 
resulted in  tremendous savings. As a  m atter o f fact, w e’ve had a 
look at the savings Alberta shippers achieved in  1986 as a result 
o f the establishm ent o f AIS: rninim um  savings o f $3 million 
and possibly $5 m illion in  terms of freight costs for Alberta 
companies as a  result o f the establishm ent o f Alberta Intermodal 
Services.

W ith respect to Alberta Opportunity Company it was an 
interesting and very busy year. I t  was the third largest num ber of 
loans in the history o f Alberta Opportunity Company, and 316 
loans were provided to Alberta com panies in  that fiscal period.

One o f the projects w e were involved in  was the Sturdi-  
W ood project, which is really  an exciting project that evolved 
from our continued interest in expanding the use o f aspen and 
making it m ore functional. I t’s been a  real success story in 
terms o f  the establishm ent o f  the Sturdi-W ood OSB plants at 
both Edson and Drayton Valley. The government was involved 
by way o f a debenture purchase in the Drayton Valley p ro jec t

W e did a lo t o f work w ith LSI Logic. In  those days this 
department was responsible for the technology area, prior to the 
creation o f the Departm ent o f Technology, Research and 
Telecommunications. I  know  you probably will, o r have, questioned 

Les Young, but one o f  the companies we worked with at 
that time was LSI Logic, w hich has since established in  Alberta 
in  the manufacturing o f highly advanced computer components. 
I t ’s the masking com ponent o f  the com puter chip.

Rail relocation. W e had  the Fort Saskatchewan rail relocation 
project, which was com pleted this year. T hat was an important 

one. I  think it was the second the government has been 
involved in under the current policy — Lethbridge and Fort 
Saskatchewan.

Alberta stock savings plan was developed and, I  think, 
launched in  January o f 1986, which was the fiscal year even 
though the reference to  it shows up in the Provincial 
Treasurer’s. B ut we were involved in  our department in developing 

the Alberta stock savings plan.
W e completed the m ethanol pipeline test o f testing the 

feasibility o f pipelining m ethanol to tidewater. T hat was an 
important one because it resulted in  the decision recently o f  Neste 
and Celanese and Trans M ountain to enter into a  jo in t venture to 
build an M TBE plant in  Alberta. A  lo t o f that decision was as a 
result o f the feasibility o f piping m ethanol from Alberta to 
tidewater.

There was a  lot o f  activity in o u r department in  terms o f our 
involvement in  the petrochem ical industry, examining what the 
potential was for m ore petrochem ical investment, particularly in 
the downstream, the secondary and the tertiary areas. There has



102 Public Accounts December 2 ,  1987

been som e significant m ovem ent in  that regard subsequent to 
that fiscal year.

O ur activity level in  the sm all business sector was at a  very 
high level. I  mentioned the SBEC program , the A lberta stock 
savings plan, Alberta Opportunity Com pany’s involvem ent in 
small business. But w e did  a  calculation o f  the activity level or 
the interface between people in  our department and the small 
business community, and 18,400 sm all businesses received consulting 

advice or assistance o f som e kind from  the folks in  the 
Departm ent o f Economic Developm ent and Trade. W e undertook 

a  num ber o f our m anagem ent assistance program s for small 
business where we provide them w ith m anagem ent assistance 
that is a  hands-on program  in  cooperation w ith local chambers 
o f commerce and had our econom ic developm ent officers actively 

involved throughout the province w ith the business community 
in providing inform ation and consulting advice.

M r. Chairman, that I  believe highlights som e o f the activities 
o f the department during fiscal ‘85-86. I ’d  be pleased to try and 
respond to questions.

M R. DEPUTY CHAIRMAN: Thank you very much, M r. Minister. 
T hat was a  very good overview. You m ust be very 

popular, I  m ust say. As soon as I  walked in  here, even before 
the m eeting was called to order, everyone here was waving his 
arms. W hether they were waving to you or wanted to ask questions 

I  don’t  know, bu t it was like a  forest over there after we 
called this to order. So I  think you have a  first; everyone here 
has his nam e on the l is t  So w e’re in  for a good morning; I  can 
see that.

M R. ALGER: W hy don’t we go alphabetically?

M R. DEPUTY CHAIRMAN: First o f all, Mr. Downey, followed 
by M r. Bradley.

MR. DOWNEY: Thank you, M r. Chairman. I  appreciate your 
impartiality here. Through to the minister. Page 7.2, vote 4.1 in 
volum e 2: there’s $9.6 m illion, m ore o r less, that has been expended 

as financial assistance via the A lberta Opportunity Company. 
I  wonder if  the m inister could review  the significant 

activities o f the Alberta Opportunity Company during the year.

MR. SHABEN: M r. Chairman, I  indicated in  m y opening remarks 
that it was a  very busy year, the third busiest year on 

record, for AOC: 316 new loans and guarantees authorized, a 
total o f $23 million in  authorizations. W e calculated, in  discussion 

w ith Mr. Parker, that som e 570 new  jobs were created in 
the province as a result o f  that activity by AOC. Alberta Opportunity 

Company has responded over the years. I  think, Mr. 
Parker, m ore than 4,000 businesses have received financial support 

through the company. I t  was an interesting factor that in 
‘85 there was such a high num ber, being the highest num ber. In  
addition, during that sum m er -  and I  think we had som e earlier 
discussions here in  the Legislature on AOC providing support 
for students — and during that year, A lberta Opportunity Company, 

M r. Downey, provided about $120,000 to students for 
summer businesses. T hat’s a  program  where students can receive 

up to $3,000, and they pay it back at the end o f the school 
year.

In  addition, AOC provides a  lo t o f ongoing consulting advice 
to its clients, to the clients that it has loaned m oney to. I t’s an 
im portant role for the corporation to continue to provide that 
advice, because all o f us know  that the companies that have received 

 this financial support are those that have been refused by 
conventional financial institutions.

MR. DOWNEY: M r. Chairman, a  supplementary. I  appreciate 
knowing that it was a very  busy year for AOC. Dealing with the 
same vote, I  wonder: could the m inister provide us w ith some 
details o f the com pany’s total portfolio — the m ix o f real estate, 
energy, sm all business, and perhaps as well his comments 
regarding arrears and the general health of the portfolio?

M R. SHABEN: M aybe I ’ll deal w ith the latter part o f the question 
first in  terms o f . . .  Our total loan losses or provision for 

loan losses in  AOC am ounts to about 10 to 11 percent. I t  has 
risen from  what it  was two years ago, in the neighbourhood o f 5 
to 6 percent, which isn ’t  surprising considering the economic 
circumstances we have faced in  Alberta between 1982 and 1986. 
I ’m  going to ask M r. Parker to give us an idea o f the present mix 
o f the portfolio. B ut w e have, I  think, over the history o f the 
company provided financial support that totals nearly $450 million 

and, as I  indicated earlier, to m ore than 4,000 companies all 
across this province. Generally, they’re no t in  the large range 
bu t in  the under a  m illion dollar range, so they’re sm all business 
loans. The present outstanding loan am ount is $167 million?

M R. PARKER: Yes, $167 m illion outstanding and committed.

M R. SHABEN: One hundred and sixty-seven m illion dollars is 
the present outstanding and committed. I 'l l  ask M r. Parker to 
give you an idea o f the variety o f the portfolio.

MR. PARKER: Surely, I  w ould be more than pleased to. As 
the m inister said, the overwhelm ing majority o f our loans are in 
sm aller centres outside Calgary and Edmonton, although we do 
have offices in  those cities. W e have at the m om ent about 1,600 
accounts under administration, and in  the 80 to 85 percent range 
— probably about 82 percent are in  smaller centres outside 
Calgary and Edmonton. The reason for this is that generally 
speaking, funding is m ore readily available to businesses o f any 
size in larger com m unities due to a  num ber o f reasons but certainly 

based upon the private-sector lenders’ criterion as far as 
security, equity, and so on is concerned.

The average size o f  o u r loans since our inception has been 
about $100,000. In  m ost recent years it’s ranged from probably 
$80,000 to $110,000, depending on the year. So as you can see, 
they’re  relatively sm all businesses — proprietorships, small limited 

companies, partnerships. T he range o f what type o f industries 
they 're  in  is from  m anufacturing, which is usually in  the 12 

to 15 to 18 percent o f  the total num ber o f loans approved, to 
service sectors, including tourism, construction, transportation, 
business services, et cetera. Tourism  and entertainment ranges 
in  any one year from  12 to 20 percent. W e have personal services, 

other services that m ake up a  wide variety o f small types 
o f  businesses.

One o f the interesting things about AO C’s policy is that any 
business is eligible other than specific ones m entioned in our 
Act, like residential housing — things o f  that nature — exploration, 

and so on. In  o ther provinces similar agencies quite often 
will restrict their funding only to manufacturing, yet as m ost of 
you know, the wide m ajority o f  new jobs in  the economy across 
the country has been in  the service sector over the past 10 to 15 
years. So that’s kind o f an overview o f the size, the type o f 
loans w e make.

I think there was one other part o f the question, in  regard to
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our arrears. One interesting thing I  think you will find — I  got 
some figures yesterday ju s t for m y own interest that possibly 
you m ight be interested in  -- is receiverships, which peaked for 
AOC in fiscal 1983, which was the year ended M arch 31, ‘83, at 
52. Each year since then they have gone down: 45, 41, 39 in 
1986. In  the current calendar year -- no, these are calendar 
years; excuse m e — for 11 m onths w e’re down to 32 receiverships, 

w hich is  an indication o f  a  lessening in  difficulties in  the 
economy and actually in  improvements since the peak in  calendar 

‘83.
As far as arrears go, they will vary in any particular time 

from 10 to 15 percent in  the past five years. The past six 
months has seen a  decrease in  arrears, which we again think is a 
hopeful sign, although I  have to admit that when they start to 
creep up a bit, like any other lender we get on  our b an s  officers’ 
backs and say: "Come on; get out and collect that money.
T hat’s what you’re  there for as well as making loans." Because 
a loan is only good not ju s t when you approve it but when you 
collect it as well. So that’s the situation we find ourselves in  at 
the present time.

M R. SHABEN: M r. Chairman, maybe I can just supplement 
that- I ’ve got som e cum ulative figures that Mr. Downey might 
be interested in. I ’d  indicated m ore than 4,000 loans; i t ’s 4,230 
loans cumulatively, total loan  value of $440,112,000. T he split 
by region is quite interesting: 26.5 percent, northern Alberta; 
11.9 percent, Edmonton; 22.1 percent, central Alberta; 14.9 percent, 

Calgary; and 24.6 percent, southern Alberta.

MR. DEPUTY CHAIRM AN: Further supplementaries, Mr.
Downey?

MR. DOWNEY: Yes, thank you, M r. Chairman. I  appreciate 
the extensive overview by M r. Parker, and just to comment on 
the m inister’s final figures there, it looks like central A lberta’s 
running a little behind. W e’ll have to do something about that.

I  wonder if as a  final supplementary, Mr. Chairman, does 
AOC provide any types o f  assistance other than credit and counseling? 

Perhaps just to acquaint m e again with AOC’s total 
mandate.

M R. SHABEN: I ’d  indicated that AO C’s involvement was
principally in  the provision o f creative financing, but the corporation 

provides advice and assistance to its customers in areas 
such as marketing, merchandising, cost accounting, production 
flow, plant layout, construction, as well as general financial advice 

from  its loans officers, and it’s an important role because o f 
the nature o f the financing provided. W e recently announced 
government policy in  AOC as pursuing that, and that is changing 

from a  lender o f last resort to a  provider o f creative financing, 
where the corporation is now working at developing its 

capability to provide venture capital and has provided, I  think, 10 
offers to companies thus far. So that’s a  new role for AOC 
which we believe is a  tremendously important one in  the area of 
primarily under $1 m illion for the sm aller companies.

MR. DEPUTY CHAIRM AN: M r. Bradley, followed by Mr. 
Ady and M r. Roberts.

Pardon me?

MR. ALGER: A re there no m ore supplementals allowed?

MR. DEPUTY CHAIRM AN: No, there are three supplements.

I  have your nam e on the list; you can come in then. Y ou’re just 
dow n the list a  little ways.

M R. BRADLEY: M r. Chairman, looking at page 7.2 in  volume 
II, vote 1 .4 ,1 note that some $8,900,000 has been shown as being 

incurred under international trade expenditures. It appeared 
to m e that a  significant part o f that is the developm ent o f  foreign 
m arkets for Alberta’s goods and services. Can the m inister 
com m ent on what has been achieved in  that area?

M R. SHABEN: M r. Bradley, would you repeat the final part o f 
the question?

M R. BRADLEY: T here’s been $8.9 m illion expended in  that 
area. I t  seem ed to m e tha t an im portant part o f  that international 
trade program  would b e  to develop foreign m arkets for Alberta 
goods and services. Could you comment on  w hat has been 
achieved in that area in the ‘85-86 fiscal year?

MR. SHABEN: In  m y opening comments, M r. Chairman, I  
indicated the volum e o f export business achieved by A lberta companies. 

I t  was in  the neighbourhood o f $13 billion. To pu t that 
in  perspective, that has grown from $1.4 billion in  1971. The 
focus o f  the departm ent on  expanding our trading capability is a 
critical part o f  what we do. That involves a  whole range o f 
activities, including missions where we involved Alberta-based 
companies in  assisting them  to access m arkets. W e respond to 
incoming missions by working w ith the buyers who com e in  and 
try and m atch them  with the companies, provide support to companies 

in  terms o f providing them with information. W e have 
som e program s that provide them with sm all seed amounts o f 
capital support to help  them  with their m issions, and that is 
complem entary to federal programs. So generally, i t ’s one o f 
assisting Alberta companies to access foreign m arkets, is the 
role and the responsibility.

M R. BRADLEY: Continuing along with this area o f  international 
trade, I  appreciate that there’s been quite a  b it done to develop 
export markets. C ould you give an exam ple o f a  major 

development that has resulted from expenditures under this 
program?

M R. SHABEN: M r. Chairman, there are quite a  num ber o f 
them. I  ha te to p ick  one, but I ’ll  choose one because it’s pretty 
graphic. W e have concentrated in  terms o f  our support o f  Alberta 

companies on  the strengths that Alberta has to offer, and 
one area, obviously, that we have strength in  is oil and gas technology 

and equipm ent and engineering. In  looking at w hat’s 
happening around the world, companies identify along with us 
where potential markets are. O ur largest m arket, o f course, is 
the U nited States, in  total terms. Our second is Japan, and third 
is, surprising, I  think, to a  lot o f people, the  Soviet Union. 
T hat’s a  fairly new m arke t A  Calgary-based com pany working 
w ith us over the years has developed and grow n to a stage 
where it  has undertaken about $200 m illion worth o f business in 
the Soviet U nion in  the oil and gas business over the past four 
years. This is a  result o f co-operation between the government 
and the company and working w ith them  in  that Soviet m arke t 
w hich is a  very competitive m arke t T hat particular company, 
Lavalin, is located in  Calgary, bu t it has offices, o f course, in 
M ontreal and so on. W e keep track o f the percentage o f work 
that is undertaken out o f  Alberta as com pared to out o f  other 
parts o f Canada, and in this particular case the percentage was
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quite high, 60 percent out o f Alberta, which is important in  the 
job  creation and the technology aspects o f what it does for Alberta. 

T hat’s an example. There are a  num ber o f others.

MR. BRADLEY: Finally in  this area, I  note there’s a  special 
warrant passed for som e $872,000, and it  seems at the other end 
o f the expenditure there on 1.4 you ended up with $902,000 that 
was unexpended. W hat was that special warrant for, and what 
was the reason for the fact that you actually expended about 
what the estimate was? I t appears that the special warrant actually 

w asn’t expended.

MR. SHABEN: G ood question. Special warrant o f
$87 2 ,0 00 .  W hen w e do our initial budgeting, sometimes an
unforeseen event occurs that we hadn’t  anticipated. I  had indicated 

in  m y opening rem arks that one o f the major activities o f 
the year was our international trade and the Beijing oil and gas 
show, and a  major part o f the funding o f the special warrant was 
to involve Alberta significantly in  that oil and gas show.

M R. ADY: I 'm  no t sure i f  m y question should go to the
Auditor General or to the minister, but it has to do with the 
Auditor G eneral’s report on  page 32, vote 2.9.1. It makes reference 

to the SBEC program  being transferred from the department 
o f  sm all business over to the department o f economic 

development. It also indicates that an extensive review o f 
S B E C s investm ents was undertaken and that the Auditor General 

raised som e concerns at that time. Could we have someone 
enlarge on that? W hat were they, and have they been addressed 
and resolved?

M R. SHABEN: Mr. Chairman, M r. Ady is correct in  that the 
Auditor General observed that "formal compliance verification 
procedures were not established until several months after the 
program  becam e operational." I ’d  like to assure all members o f 
the Public Accounts Com m ittee that the procedures for the approval 

o f  grants and the release o f trust funds were established 
in accordance with the legislation and were in place before any 
grants w ere paid or any trust funds released. From the inception 
o f the program , all applications, requests for grants, certificates 
o f investm ents, and release o f trust funds undergo intensive review 
t o  ensure compliance w ith the legislation prior to the 
disbursement o f public funds.

T he A ct provides for payments o f grants and/or tax credits 
based upon proof by  the applicant's financial institution that the 
SBEC is sufficiently capitalized. Once the SBEC is incorporated 

and registered, 30  percent o f  the equity capital m ust be 
placed in a  trust fund held by the trustee jointly for the SBEC 
and the Crown. W hen this trust fund is in  place, individual 
investors m ay apply for a  grant equal to 30  percent o f their investment 

in  the SBEC. Corporate investors apply for a certificate o f 
corporate investm ent, which they file with their income tax 
return, yielding a refundable tax credit equal to 30 percent o f 
their investm ent. T he trust fund acts as the Crown’s collateral 
until such tim e as appropriate investments in small business are 
made.

T he compliance verification procedure previously referred to 
by M r. A dy was established in  July 1985. The function o f  the 
line staff, w hich is supplemented by independent private-sector 
auditors when necessary, is to serve as the program ’s internal 
auditors, with the em phasis on  ensuring that SBEC investments 
are eligible and that the use o f  investment funds does not contravene 

the legislation. They perform a  three-phase verification

program , including review o f all investm ents, review  prior to the 
release o f trust funds’ investments where the am ount released is 
in  excess o f $150,000, and review o f those investm ents where 
there is concern that the proposed investm ent contravenes 
legislation.

T here’s additional information that I  could provide, but I  
don’t  know whether the Auditor General wanted to supplement 
m y response.

M R. SALMON: M r. Chairman, m aybe I ’d  ju s t m ake one comment. 
W e’ve exam ined the concerns subsequent to our report 

and are satisfied that the departm ent is following the policies 
and procedures they’ve laid o u t  And o f course w e’ll continue 
to m onitor that in  the future as well.

M R. DEPUTY CHAIRM AN: T hank you, M r. Salm on. Further 
supplementary, M r. Ady?

M R. ADY: The supplementary that the A uditor General gave 
really answered m y question — that h e ’s satisfied that the department 

is complying with his concerns and that they are taken care 
o f -- so all r ig h t

M R. DEPUTY CHAIRMAN: M r. Roberts, followed by Mr. 
Alger.

REV. ROBERTS: Thank you, M r. Chairman. I ’d  like to go 
back to the AOC for a  m inute and ask some questions out of the 
financial statements for the company, ou t o f volum e 1, [page] 
5 .6 6 ,  I believe, which gives some inform ation about the long- 
term  debt and accumulated deficit o f  the AOC. Despite all the 
good w ork that w e’ve heard AOC doing and needing to do, it 
does appear to me, M r. Chairman, that there’s som e hiding of 
the accumulated deficit in how  w e’re  accounting for it. I t  shows 
there that in fact it’s growing. In  note 7 it  shows that the 
accumulated deficit has now grow n to $21 million.

There are grants from the province o f $1.6 m illion each year; 
they don’t  seem  to abate that growth. Y et in  the o ther account 
from  general revenue, there’s no m ention o f  it  growing o r how 
it’s being handled. O f course above that, in  the long-term  debt 
from  the Heritage Savings Trust Fund, there’s the debenture o f 
$162 million, as has been pointed o u t  B ut I ’m  just wondering 
why that isn’t shown m ore clearly, how that deficit and accumulated 

deficit is either impacting on general revenues o r impacting 
on the Heritage Savings Trust Fund.
W ould M r. Parker like to respond to how  tha t's  being managed 

and accounted for?

M R. SHABEN: M r. Chairman, I ’m  not sure that I  understand, 
because both  in  the public accounts and also in  the annual report 
o f the Alberta Opportunity Company, it 's  clearly described that 
the accumulated deficit has increased, as the hon. m em ber indicated, 

from  the previous year, and that is noted  as required by 
generally accepted accounting practices.

Now, the reason for an accum ulated deficit is a  different sort 
o f a  question. In  terms o f  the reporting, m y understanding, 
though I ’m  n o t a  qualified accountant, is that it m eets the test in 
terms o f  recording the activities o f  the A lberta Opportunity 
Company. B ut the reason for the accum ulated deficit is  one that 
is a  result o f  what I  described in  m y opening comments: our 
loan loss o r provision for losses is running at about 10 o r 11 percent, 

w hich to the uninitiated m ay seem  high but for a  company 
like AOC I  think is a  reasonable amount.



December 2 ,  1987 Public Accounts 105

W hen one understands that the source o f funds o f  the Alberta 
Opportunity Company are debt funds — they borrow the funds 
through the heritage fund and pay a  rate o f  interest that is set 
from  time to tim e according to the m arket and then loan the 
funds out at a rate very close to m arket rates — the losses that 
occur as a result o f activities o f companies are going to reflect 
themselves in  a  loss by  the AOC.

M R. DEPUTY CHAIRMAN: Anything to add, Roy?

M R. PARKER: T he only thing that I  w ould like to add relates 
to part o f M r. Roberts' comments that something m ay have been 
hidden here. And I  would like to assure all those who are here 
that as far as our accounts on  the books are concerned, w e review 

each twice a  year and determine which o f  those are in  difficulty 
and which there should be an allowance for and which 

there should b e  a  w rite-off for, so that a t the end o f each six-  
m onth period, and particularly at the end o f  the fiscal year, we 
have I  think w hat could be called a  very clean balance sheet; 
there are no hidden significant problem  accounts. I  think certainly 

the Auditor General’s staff who are there are completely 
satisfied that we have m ade allowance for everything there 
should be an allowance m ade for.

REV. ROBERTS: Perhaps I  could ask the Auditor i f  h e’s satisfied 
with how the trust fund is accounting for w hat amounts to, 

in  some sense, ju s t a  bad debt that AOC is owing to the fund. Is 
that really accounted for properly in  the trust fund in  terms o f it 
being a  debt to the fund?

M R. SALMON: I f  I  m ight clarify it, are you talking about 
heritage?

REV. ROBERTS: Yes.

MR. SALMON: M r. Chairman, le t’s talk about the AOC for 
ju s t a  moment. As you recognize. I ’ve given what you’d  call a 
clean opinion from  the point o f view  o f the au d it. Note 4  describes 

the allowance for doubtful accounts netted against accounts 
receivable. W e’ve examined all o f those loans in  detail, 

as M r. Parker has indicated, and have satisfied ourselves with 
the am ount o f the provision. W e believe that the Opportunity 
Com pany’s financial statements were fairly presented.

I f  it  comes to the aspect o f the heritage, if  I  ju s t m ay comment 
again -- and I ’ve done this before in  another committee -- 

the aspect o f the investments by heritage in  the Opportunity 
Company becomes a  circular situation with respect to the fact 
that with AOC being in  the Alberta division, those debentures 
are held at full value by the heritage because all o f the payments 
are being made by the Opportunity to keep those cu rren t Because 

o f that, then there 's no reason to change those within the 
heritage itself. W hat happens, o f course -- and these gentlemen 
can comment i f  they would like — is that because o f  the shortfall 
in the Opportunity Company, that shortfall would come from the 
General Revenue Fund, and o f  course at the present tim e it’s 
based on the flow o f  dollars as indicated in  note 7. I f  that were 
to change or to becom e m ore difficult, then that would probably 
require additional dollars.

MR. SHABEN: Just, Rev. Roberts, one additional comment 
that from year to year the Provincial Treasurer m akes a  decision 
as to the am ount o f funds i t 's  appropriate to transfer to AOC, 
either in  the ordinary sense o f the w ord or to reduce the operating 

 defic it The year following the year we’re looking at, there 
was a  contribution toward reducing . . .

M R. PARKER: Up from  5 to 8 percent.

M R. SHABEN: Yeah, an increase in  the contribution toward 
reduction o f the accumulated defic it

REV. ROBERTS: Perhaps that could be m y — it bears on  m y 
last supplementary, which really  is: w hat’s happening how and 
in  the future? Though it’s no t in  these public accounts, what are 
you saying then? Is the accum ulated deficit larger or is the 
grant from the province larger? W hat’s going to be, over time, 
this year and next year? Do you expect it to grow and exacerbate 

the situation the A uditor General is describing, o r is it  going 
to be resolved?

MR. HERON: Point o f  order, M r. Chairman. The line o f questioning 
may create an inaccurate representation -- and it d idn’t 

come out — but perhaps either the minister o r the Auditor would 
like to confirm that those debentures held by the heritage fund 
bear the guarantee o f the province o f Alberta and, in  doing so, 
that they’re  arm ’s-length transactions, that we should be 
indifferent as to whether they’re held by Nova Scotia Power or the 
province o f Alberta. And the line o f questioning, I  think, is creating 

a  false impression as to the security value o f the heritage 
fund.

M R. MITCHELL: Point o f order, M r. Chairman. I t’s difficult 
to understand how that particular argum ent can really b e  argued 
effectively, given that in  fact on  the one hand, the AOC under 
the terms o f the debentures has to pay interest to the Heritage 
Savings Trust Fund. The Heritage Savings Trust Fund rates that 
as real income. On the o ther hand, if  AOC loses money, the 
province o f Alberta General Revenue Fund has to reimburse 
AOC. And on the other hand, i f  I  can use a  third hand -- I ’m  not 
finished yet, M r. M oore — the Heritage Savings Trust Fund 
takes the money that it  has received from  AOC and pays it back 
to the General Revenue Fund. I  think it’s very . . .

M R. DEPUTY CHAIRM AN: W e’re not on heritage trust fund 
now; we’re on public accounts. Gentlemen, your points o f order 
— you’ve made them. Y ou’ve ram bled a  little, both o f you, 
from  the points o f order. However, the gentleman over here, 
M r. Shaben, and his group o f  officials w ill answer Rev. Roberts’ 
questions and take into consideration what you said.

W ould you continue, M r. M inister.

M R. SHABEN: T he specific question was w ith respect to
w hat’s happened to the accumulated deficit. The m ost current 
annual report indicates a  reduction in  the accumulated deficit by 
about $1 m illion from the previous year. So that’s the status 
now.

M R. ALGER: Mr. Chairman, to the minister. In  volum e 2, 
page 7.5, vote 2.2.1, y ou ’ve estim ated $425,000 for a  Prince 
Rupert grain terminal expenditure. W ith regard to the expenditure 

on that terminal, can the m inister indicate the status o f the 
renegotiation o f  the Alberta/Prince Rupert grain agreement with 
respect to that terminal?

M R. SHABEN: M r. Chairman, I  don’t know i f  I  can be very 
helpful to Mr. Alger. T he early perform ance o f  Prince Rupert
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terminal had no t m et the expectations o f the government with 
respect to their capacity to service debt. There had been some 
preliminary discussions between officials o f Treasury and the 
Prince Rupert consortium on  that matter. However, in this past 
year the perform ance o f the term inal has exceeded its design 
specs. W e had  expected the term inal to be able to handle about 
3.S m illion tonnes annually, and I  think it  handled more than 4.5 
m illion tonnes in  this past crop year. B u t in the year that w e’re 
dealing with, the terminal handled 2.2 m illion tonnes.

Now, our involvement by  w ay o f debenture and m ortgage — 
they are in  arrears w ith us. A  portion o f  the arrears, I  believe, 
has been capitalized, and the discussions w ith the Treasurer involve 

how  the consortium is going to deal w ith the financial 
relationship betw een the governm ent and the consortium. The 
government’s  initial involvem ent was about $230 million, o f 
which $106 m illion was a  loan — or a  mortgage, you’d  call it — 
and $ 124 m illion was debentures.

M R. ALGER: I  hate to lose a  supplem entary question, Mr. 
Chairman, b u t I  ju s t happened to think o f the answer maybe. 
W ould it  have something to do w ith the start-up year? 
Obviously, that year w ouldn’t  have paid  out like it should have because 

we were late getting i t  kicked off, and then there was 
some style o f grain strike; there was quite a b it o f kerfuffle. I  
wonder i f  w e did get the grain handled that we expected in  our 
start-up year.

M R. SHABEN: T hat’s a  part o f the problem, M r. Alger, that 
they d idn 't handle the volum e o f grain that was expected, but 
that's  no t the entire problem.

M R. ALGER: O n the sam e page, M r. Chairman, to the minis­
ter. In  vote 2 .1 .2 ,1 noticed that you ’ve spent $3.36 m illion on 
railway relocation, having to do with the Fort Saskatchewan 
p ro jec t I  confess that I  d o n 't know m uch about that project, 
and I  wondered: what is the relocation policy, and what projects 
were initiated therefrom?

MR. SHABEN: W e have a  rail relocation policy, Mr. Chairman, 
where we will assist com m unities in moving the rail out of 

the centre part o f their community provided that the longer term  
recovery o f the land that is freed up will repay the front-end 
costs that the governm ent has provided. Under that policy we 
have undertaken two relocation programs, one in Lethbridge and 
one in  Fort Saskatchewan. T he funds that are referred to here 
are for the Fort Saskatchewan rail relocation project.

M R. ALGER: M r. Chairman, am I allowed a supplemental under 
a  different subject?

MR. DEPUTY CHAIRM AN: Yes, i f  you want to com e back -  
you had a  concern on M r. D owney’s; did you want to get in  on 
that? I  cu t you o ff there.

M R. ALGER: I ’m  under the im pression from the remarks made 
this morning that there is no  way you  can borrow money anywhere 

else before you can get money from  Alberta Opportunity 
Company. T hat's  news to m e; I  d id n 't realize th a t In  short, 
you’re  the lender o f  last resort. I  would have thought that there 
was — even though you could get money at the banks at, say, 11 
percen t we could com e to Alberta Opportunity Company and 
get it  at 9  percen t A m  I  m ixed up in  m y thinking?

M R. SHABEN: M r. Chairman, if  that’s an  acceptable supplementary, 
initially the m andate o f  the Alberta Opportunity Company 

was to be a  lender o f last resort, and it was to focus principally 
on areas outside o f the m ajor urban centres, Edmonton 

and Calgary, where businesses had far greater access to a  variety 
o f  lending institutions, and to address itself to o ther parts o f 
Alberta. And this was consistent w ith the governm ent’s  policy of 
achieving balanced growth.

Now, as the com pany m atured, w e recently m ade a  decision, 
in consultation w ith the board o f directors, to adjust the mandate 
o f the corporation from a lender o f last resort to a  provider o f 
creative financing. In  other words, they do n o t necessarily 
strictly adhere to being a  lender o f  last resort, and they are now 
capable o f  providing venture capital or, in  some rare cases, providing 

financing where other sources are available.

MR. PARKER: Could I  add to that?

M R. SHABEN: M r. Parker.

M R. PARKER: I  think it should b e  borne in m ind that one o f 
the kind o f unspoken m andates w e have is not to provide unfair 
competition. In  looking at any application, we look at the 
marketplace that people are operating in and if, for instance, you 
have a  fast-food outlet and it looks as though it 's  going to be 
very successful but there are ha lf a  dozen others in  the tow n and 
som e o f those are going to be hurt, then w e say no. W e should 
no t use the taxpayers' m oney to do harm  to another taxpayer. 
So that is another factor. I f  the competition they’re involved 
with is borrowing a t m arket rates, then that is a  factor that has to 
be considered. I t  w ould b e  unfair for us to give your competitor 
9 percent money when you’re  paying 12 percent fo r yours. So 
in  m ost cases, i f  the funds are available at m arket rates, th a t  we 
say: yes, that is where you should get them. T hat is  the reason 
for this.

B u t as the m inister says, there can b e  unique situations other 
than venture capital w here fo r a  specific reason w e w ill do 
something, bu t they are few and far between. In  the venture 
capital end o f things w e are no t a  last resort. W e are looking at 
it the same as anyone else does, and w e’re finding that the market 

niche we have looked a t is far m ore active than we had 
anticipated, and there is a  need to be filled. And that is  something 
that probably in  future years you w ill hear m ore abou t

MR. ALGER: You could have already financed the competitor 
too in  that case, couldn’t  you?

M R. PARKER: Pardon?

M R. ALGER: You could have already financed the competitor, 
possibly, and then you’d  b e  inclined to draw in  y o u r . . .

MR. PARKER: T hat’s a  possibility.

MR. M USGROVE: M r. Chairman, m y question is on  page 7.5, 
vote 1.2.2. Now, there is an expenditure there o f  pretty near 
$300,000 in  the estim ates w hich was underspent approximately 
$160,000. Now, I  have to presum e that this is the Crow benefit 
paym ent to do w ith the W estern Grain Transportation Act. 
Could the m inister briefly review the issues as related to that 
Crow benefit payment?

M R. SHABEN: I  can 't, M r. Chairman, acknowledge that the
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item referred to by the hon. m em ber is the one he refers to because 
I ’m  still looking for i t  W hat’s the vote num ber again, 

Mr. Musgrove?

MR. MUSGROVE: The vote is 1.2.2. I t ’s on page 7.5. I t’s 
known as transportation services branch.

MR. SHABEN: M r. Chairman, that is the operating expenses 
for that branch in  the Departm ent o f Economic Development 
and Trade, our transportation branch. I t  is not program funds 
for the Crow offset program . I t  is salaries, wages, the norm al 
operating expenses for our transportation planning division o f 
the departm ent

MR. M USGROVE: A  supplementary question, M r. Chairman. 
In  vote 2.4.2 — it’s called rolling stock; I  noticed that there were 
no estimates for that and there was a  payout of som e $20 million. 

Now, was this for new  technology to develop transportation 
technology?

MR. SHABEN: M r. Chairman, in my opening remarks I  had 
referred to Alberta Interm odal Services and the establishment of 
that corporation, and in the ‘85-86 year the appropriation was to 
do research on the appropriate k ind o f rolling stock to m eet the 
needs o f the Alberta shippers for containers. A major part o f the 
expenditures was to test the viability of double-stacked articulating 

rail cars and to look at the type o f technology that was available 
in  Europe and the U.S. and actually test a rail car on the 

system. So that’s w hat the appropriation is for. In  terms o f the 
final decision w ith respect to acquisition of railcars, it will be 
made in  this current year. In  addition to that, there was research 
involved with Siemens to develop the propulsion system for 
rapid transit cars, and that w ork is now virtually complete. Two 
cars have now been com pleted and will be tested in Edmonton 
and Calgary in  their transit systems. So that’s the vote.

MR. DEPUTY CHAIRM AN: M r. Heron, followed by Mr.
Fischer.

MR. HERON: Thank you, M r. Chairman. I 'd  like to stay on 
the same page — that is, page 7.5 — and look a b it at the vote 2.3 
under the category o f h igh technology. W e see in  there m edical 
and pharmaceutical, estim ated at $2.5 m illion with an actual o f 
$1.5 m illion expended. W hat sort o f returns can the province 
expect from these, and what are som e of the projects that it’s 
involved in?

MR. SHABEN: I  think, M r. Chairman, the specific question is 
w ith respect to our investm ent in  Chembiomed, which has been 
an investm ent spread over, I  think, three or four years. Mr. 
Heron is asking m e to sort o f  speculate on what the results 
might be.

T he area of biotechnology is a  tremendously exciting one, 
and I  think the establishm ent o f the medical research foundation 
and the research that has evolved from  that and the potential for 
biotechnology products and research is really exciting. Chembiomed 

is one company. There are other private companies that 
have been established, like Biomira. T here’s SynPhar, which is 
a  joint venture between the Japanese and an Edmonton scientist 
So there are som e really exciting things that are occurring.

I ’m  no t sure w hat the ultim ate outcome o f Chem biom ed will 
be, bu t the total industry is really exciting. Chembiomed has 
experienced som e significant successes, and they’re  marketing

products worldwide. Alberta is becoming know n as a  centre of 
excellence for biotechnology, and I  think it’s an  im portant diversification 

aspect of our economy and has considerable potential.

M R. HERON: If  we ju s t move dow n one line to vote 2.3.2, can 
the m inister explain what the $1,171 m illion-odd spent on  high 
technology energy projects went towards and explain how  seriously 

the declining oil prices have affected expenditures in  this 
type o f  investment?

M R. SHABEN: That specific investment was an investm ent in 
a  Bassano-based company, G lobal Thermo. Since that investment 

was made, there has been some restructuring o f the company. 
The company is experiencing considerable success in  its 

marketing activities, although in  its early years it focused on 
research and was not as successful in  marketing as it  is. So we 
have written off a portion o f the investm ent and have retained an 
active involvement, though, in  the company by way o f  common 
shares. So there’s been a  conversion to com m on shares. The 
company is growing and has had in  this current year a  successful 

year.

MR. HERON: Thank you, M r. M inister. In  looking down the 
page, there’s an obvious emphasis on international trade and 
exports and, in  general, ju s t the trade activities. I ’ve often heard 
you say that developing exports is one of Alberta’s three goals, 
one o f your objectives and your goals. C an you give us any idea 
o f how  w e’ve accomplished those goals, say, from  1971 to now 
in  terms o f total export growth, and w hat does it really mean 
when you develop a  billion dollars worth o f  export trade in 
terms o f jobs? Do you have some ballpark m easures for what 
the grow th means to Alberta?

M R. SHABEN: Mr. Chairman, I  guess the sim plest translation 
o f the im portance o f  exports is jobs, because obviously w ith our 
relatively small population o f 2.4 m illion and our lim ited consumption 

capability -  in other words, only a  certain am ount o f 
our gross domestic product can be driven by consum ption — we 
m ust be active in our export activities. That’s been a  clear focus 
o f the government for a  num ber o f years. A nd that focus, I  
think, is beginning to bear fruit, because I ’d  indicated earlier 
that our exports in  1971 were $1.4 billion and in  1985 
approximately $13 billion. W e’ve tried to do an estimate o f what 
that export business translates into in  terms o f jobs, and i t ’s well 
over 200,000 jobs for Albertans.

So I  think i t ’s im portant for us to, in an intelligent way, continue 
to expand our export markets based upon the strength o f 

Albertans to compete in  those markets. W e cannot compete 
head-to-head with Japan or France or the United States across 
the board, but there are certain strengths that Alberta companies 
have, and those are the ones that we need to expand and build 
upon. You ju s t raised the issue o f biotechnology, and that’s an 
area o f  obvious strength that I  think we can grow in.

M R. DEPUTY CHAIRMAN: W ell, M r. Heron, that’s your
three. I ’l l  pu t your nam e at the bottom  of the lis t for that. Mr. 
Fischer, followed by M rs. M irosh.

M R. FISCHER: Thank you, M r. Chairman. I  m ight have a 
couple o f supplementary questions before I  get on  to m y main 
question. On the Intermodal distribution system — and w e spent 
$20 m illion roughly in  ‘85-86, and that was basically for the 
capital expenditure to get the thing going — w hat ongoing costs
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do we have from that now?

MR. SHABEN: T he corporation is operating at very close to a 
break-even point right now . T he volum e o f container movements 

has exceeded our expectation in  terms o f the num ber of 
containers m oved annually. I  think in  the current year w e’ll approach 

19,000 TEU s, against projection that they would move 
about 14,000. So the Alberta Interm odal Services generates 
revenue as a  result o f  m ovem ent o f containers for Alberta 
shippers.

In  addition, the company has no t expended the full $20 million 
and has som e financial reserves for developing further 

infrastructure as required. T he interest from those reserves — 
and I  think the reserves are about $8 m illion o r $9 m illion — 
contribute toward the revenue o f AIS, so the company does not 
call on  the taxpayer for additional ongoing operating suppo rt

MR. FISCHER: Thank you. M y other question was to do with 
international trade. W e have $10 m illion here in  salaries and 
em ployee benefits and so on. W hen we get out in  the international 

m a rk e t do we have actual salesm en out selling? W e realize 
the importance o f  i t  but how does that operate? Do we get 

the private sector to com e in  and help out with th a t or do we do 
it ourselves?

MR. SHABEN: M r. Chairman, our role is to assist the private 
sector. In  order to do that we have trade directors who are 
involved both geographically and sectorally. Also, we have people 

— for example, we have one o f our people located in  London, 
Hong Kong, New York, Houston, and Los Angeles, in  addition 

to the trade directors that work out o f our offices in  Alberta. 
Their ro le is to support the private sector, to lead trade 

missions, and to respond to incoming missions. So i t’s really a 
supportive ro le to the private sector.

MR. FISCHER: Now m y m ain question; I  better get back to i t  
The developm ent o f  industrial program s is $5 million. Could 
you elaborate a  little b it on  this program ? W hat benefits do we 
get from  that?

M R. SHABEN: Could the m ember give m e the vote? I ’m  not 
s u re . . .

M R. FISCHER: Page 7.2, vote 13 .

MR. SHABEN: A  good portion o f that has now been m oved to 
TRT, b u t in  the particular year that w e’re dealing with, 1985-86 
fiscal year, i t  was principally for infrastructure in  the science 
and technology area and included the Alberta M icroelectronic 
Centre, w hich provides microelectronic technology to industry; 
the Electronics T est Centre institute; the developm ent o f laser 
systems; the electronics inform ation centre, and that’s a  com­
puterized inform ation bank; the supercomputer at the University 
o f Calgary; som e support to the Calgary Advanced Technology 
Centre, and that’s that incubator facility; as well as the Alberta 
Research Council biotechnology pilot project, which is an 
important one; and the Centre for Frontier Engineering Research, 
which is a private-sector/govem m ent co-operative venture to 
research cold weather materials, particularly as they relate to oil 
and gas. So those are some o f the key areas.

Also, I ’d  referred earlier to its support o f investigating the 
feasibility o f getting involved with a  jo in t venture w ith LSI 
Logic out o f California and also examining opportunities that

I ’d  referred to earlier in petrochem icals and software industry 
and food processing. Basically, the whole industrial m ilieu was 
this vote that provided us with both infrastructure and research 
in  those sectors.

M R. FISCHER: There’s nothing in  direct grant form that goes 
to them  then?

M R. SHABEN: Yeah, there was, because there was infrastructure 
into these specific high-tech facilities, and they were grants.

M R. CHAIRMAN: M rs. M irosh, followed by M r. Mitchell. 
M r. Fischer, you had another question coming, so w e w ill add 
your nam e to the bottom  o f the l i s t  I t’s getting quite long here.

M RS. M IROSH: H e’s such an im portant minister.
Thank you, M r. Chairman. I  would like to refer to page 7.2 

and vote 1.5 w ith regard to sm all business. Roughly $5.5 million 
has been spent in  sm all business, and I  understand the role 

o f sm all business in  developm ent o f diversification has been 
getting a  great deal o f attention, both  by this province and 
federally. I ’m  wondering if  this m oney has been spent to assist 
sm all business. W ill this be there over a  num ber o f years, or is 
this ju s t a  short-term expenditure?

M R. SHABEN: M r. Chairman, it’s n o t short term . O ur committment 
to sm all business is, I  think, the key com m itm ent that 

w e make, because from  the perspective o f w hat happens in  Alberta, 
particularly in  jo b  creation, the sm all business sector is 

key to that growth and expansion. lu s t to give you an idea: in 
the first six months o f 1987, there were m ore than 8,000 new 
incorporations in Alberta, and 1986 was also a  significant year 
in  terms o f  formation o f new businesses. A nd that’s a  constant 
process. W e provide consulting advice to sm all businesses; we 
provide the m anagem ent assistance program  w hich has now 
been used by some 6,000 Alberta businesses, and w e do that in 
co-operation with the chambers o f  com m erce and provide that 
kind o f  consulting advice that they w ouldn’t  be able to afford 
otherwise if  they had to one-on-one retain the services o f a consultant. 

W e have our regional business developm ent officers 
who work throughout the entire province and provide support 
and assistance. I ’d  referred to the SBEC program  and the Alberta 

stock savings plan, and o f course subsequent to that, we 
developed the Small Business Term  Assistance Fund.

O ur support and commitment to sm all business rem ains very 
strong, and it’s a one-on-one kind o f  a  support. I ’ve given you 
the num bers, that our involvement with sm all business in  this 
particular year was w ith nearly 19,000 businesses, where we 
provided consulting service or advice. A nd one o f  m y targets in 
this reorganization o f the departm ent is to have sm all business 
be fully aware and, i f  possible, involved in  the opportunities for 
export. W e are working w ith our regional business directors so 
that pipeline o f  information between businesses throughout the 
length and breadth o f  Alberta are as knowledgeable as possible 
about the opportunities for export. W e think that’s  important, 
because evolving from the sm all businesses that exist in  Alberta, 
a  few o f  them, and m aybe a  large num ber, becom e medium- and 
large-sized businesses and becom e a m ore im portant elem ent in 
the Alberta economy. So sm all business is crucial because i t’s 
the base of all o f the things that w e do.

M RS. M IROSH: M r. Chairman, I  don’t  know  i f  m y next
supplementary is a  regular question because i t  doesn’t  specifically 
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 refer to this budget. You mentioned some o f the initiatives 
that are contemplated, but would you be looking at providing 
m ore grants o r loans to small businesses who are currently 
struggling in  this province? I  don’t know i f  this is an irregular 
question or not, Mr. Chairman.

M R. DEPUTY CHAIRMAN: I t 's  kind o f hypothetical, and it 
doesn’t  relate, but if  the minister wants to reply, he may.

M R. SHABEN: A t the m om ent there isn’t any program  other 
than those that the hon. m em ber is well aware of. I f  she or other 
m embers have suggestions o f program s that m ight be supportive 
— although in  one o f the areas, in  spite o f the work w e’re doing 
w ith Alberta Opportunity Company and the expanding o f its 
ro le into venture capital, there remains difficulty for small 
businesses, not ju st in  Alberta bu t all across Canada, in being 
able to access seed capital. T hat’s one o f the m ost difficult areas 

that small businesses face, and it’s very difficult to design a 
government program  that provides seed capital, because the 
costs o f examining a  business’ potential viability often exceed 
the amount o f m oney that the business is looking for. B ut if  the 
m em ber has some useful ideas o r thoughts, I ’d  be happy to hear 
from  her.

REV. ROBERTS: Dianne’s fashion show.

M RS. MIROSH: M anufacturing fashions. T hat’s all; thank 
you, Mr. Chairman.

MR. DEPUTY CHAIRMAN: M r. M itchell, followed by Mr. 
Nelson.

M R. MITCHELL: Thank you very much, Mr. Chairman. Mr. 
Shaben, I  wonder if  you could just outline specifically what 
distinguished during the period under consideration, an AOC loan 
from a private-sector loan. W as there a  distinction in the way in 
which collateral assets were assessed or track record was assessed? 

I ’m  wondering whether there was ever an effort made 
to take a risk  on behalf o f an Alberta entrepreneur in  a  case 
where entrepreneurs simply could no t find m oney elsewhere. I  
think it addresses your seed capital issue, and that's  something 
that I  would like to discuss further as well.

M R. SHABEN: AOC, with its mandate o f basically providing 
debt financing for small business where other conventional 
financial institutions don’t  go, obviously takes greater risks than 
conventional lenders, particularly banks or other financ ia l. . .  
B ut when it comes to once that project is assessed -- and the 
principal decision, and I ’m  sure M r. M itchell is well aware o f 
this, is based on the individual, because often there isn ’t the collateral 

there to support the loan that is m ade by AOC, and so a 
great deal o f  the weight o f the decision is based on the individual 

entrepreneur. That usually weighs in  favour of, or against, 
that track record o f the individual or the quality or experience. 
So that’s the key factor, I  think, from  AOC’s perspective: the 
individual entrepreneur. And then once that decision is made, 
the AOC takes the appropriate collateral that a  financial institution 

would take, including, on some occasions, personal 
guarantees. And often those are necessary because the collateral 
is minimal.

M R. MITCHELL: Thank you. I  would like to pursue that, but 
there are another couple o f questions I  would like to pursue as

well, so I  think I ’ll get to them.
A  question was asked about the process o f evaluating trade 

activities, and you gave an answer. I  would like to know more 
specifically what area in  the departm ent and what resources and 
what techniques are used to follow up a  trade mission, for example, 

o r to assess the role o f  a trade representative in  one o f 
our foreign offices to equate investm ent in, if  you will, under the 
financial assistance to exporters, w ith results.

MR. SHABEN: W e do, first o f all, a  constant evaluation o f the 
programs, and there are three basic program s that we use to assist 
e x p o r t e r s  that involve governm ent funds. One is the market 
development assistance program, where we assist companies in 
preparing their bids on  foreign projects, and our success ratio on 
that -- we have now  invested about $6 m illion over a  three-year 
period, assisting Alberta com panies in  bidding on projects. The 
total am ount o f business that has been generated by Alberta 
companies as a  result o f  that investm ent is confirmed at $55 million 

and the potential o f another $150 m illion that would result 
from that market developm ent assistance. W e had calculated on 
that program  — and I  m ay b e  low  — as a  50 to 1 return in terms 
o f our investm ent versus A lberta business.

W e have another program  where we assist the companies in 
a  portion o f their travel costs, and we do a  follow-up with the 
companies in  terms o f whether they’ve achieved success in marketing 

a  product. W e don’t  p ick  up the entire cost, and we only 
com e in  to supplem ent the federal PEM D, which supports 
exporters. So that’s another program .

Another one we use that we find very useful is a  loan 
guarantee for confirm ed orders. A  num ber of companies aren’t 
large enough to finance the orders they’re able to get offshore. 
I f  they’re  successful in  tying dow n a contract, w e’ll provide a 
loan guarantee for a  portion o f the bank financing in order that 
they can finance the filling o f that order. W e have provided 
som e $60 m illion worth o f  guarantees since the program was in 
place, and o u r total loss under that guarantee program has been 
about - -  I don’t  think w e’ve had any; I  can’t remember any. So 
it’s been a  really good program.

It’s a  long answer because the question was about what 
w e’re  doing and how  we follow up. Our individual trade directors 

m aintain pretty close contact with the companies that they 
take on missions. One o f the things w e’re  doing that we think is 
really im portant is w e’re doing a canvass o f  Alberta companies. 
W e began that a  year ago. W e have our manufacturers’ indices 
and so on in  the different indexes, bu t w e’re doing a  canvass to 
find out which Alberta companies would be interested in an offshore 

jo in t venture partner. W e have now  identified and confirmed 
about 150 Alberta com panies that would be interested in 

talking to someone from  offshore w ho’d  like to form a joint 
venture partnership. Now w e’re  going to do more matching 
rather than simply having them  com e in  and talk and then go 
away. W e want to do m ore direct one-to-one matching.

So that’s sort o f  the role o f the folks that are involved in 
international trade.

M R. MITCHELL: Great. I  think I  understood this to be the 
case: as an exam ple o f the success o f some o f your programs, I  
think you m entioned Lavalin, which has an office in  Calgary, 
and 60 percent o f  its business is done outside Alberta. That was 
an indication o f the success o f  whatever, exporting services. 
M aybe i t ’s ju st an oversigh t I  understand Lavalin is a  Quebec 
firm , and one would expect that a great deal of its activity would 
b e  outside Alberta. Is there som e specific benefit accruing to its
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Alberta office because o f the activity outside Alberta by 
Lavalin, o r are you specifying that Lavalin itself, its Alberta office, 

does work outside Alberta?

MR. SHABEN: It m ight have been a  poor example. I  was 
asked to give an example, and I gave Lavalin as an example. 
On the particular work on o il and gas in the Soviet Union, 60 
percent o f the work is being done ou t o f the Alberta office, so it 
does strengthen the em ploym ent and the technological capability 

in  Alberta. Lavalin is a  Quebec head-officed company, but 
its presence in  western Canada is growing, and it’s partly because 

o f  its ability to access trade offshore.
A  better company m ight have been Propak, which builds gas 

processing plants. T hat’s another exam ple where their business 
in the past, because o f  the downturn in  Alberta, has shifted to 
where about 80 percent o f  it is  offshore. They employ about 
400 people in  Alberta building gas processing plants here in 
modular form and selling them  all over the world. O f course, 
working with them, I  think they 've been, you know, another 
success story but an Alberta-based company.

Mr. Mitchell, there are about 800 companies that we view as 
being successful in marketing offshore. T he target that I  have 
set for our trade directors and for our departm ent is to triple the 
num ber o f Alberta companies over the next four to five years, 
because I  think w e’ve  got to broaden the base. T hat’s what I  
referred to: making the sm all businessm an available, aware of 
the opportunities offshore, and providing them  with support.

MR. DEPUTY CHAIRM AN: W e’re  running out o f tim e here. 
Mr. Nelson and Mr. Downey have advised the Chair that their 
concerns have been addressed. W e ju s t have a couple o f moments 

le f t  M r. Bradley?

MR. BRADLEY: Yeah, I  wanted to ask a  question with regards 
to the investm ent under 2.3.14 on page 7.5. I t  has to do with the 
investm ent in  the A lberta Stock Exchange, some $400,000. 
Could the minister advise as to w hat exactly that expenditure

was? Is it  going to be an ongoing expenditure, or was it a one-  
shot expenditure?

M R. SHABEN: M r. Chairman, the total am ount o f that commitment 
to the A lberta Stock Exchange was $1 million, and it 

was to improve their electronic capability. I t  was a  loan to the 
Stock Exchange, and i t ’s  been very well utilized in  terms o f expanding 

the capability o f  the Alberta Stock Exchange to handle 
the activities. I t  was sort o f tied to the policy decision o f establishing 

the Alberta stock savings p lan  and anticipating a  formation 
o f a  lot m ore Alberta companies, which has in  fact happened, 

where the Stock Exchange has grow n pretty  dramatically. 
This assistance by  the government has been instrumental 

in  allowing them  to handle in  a  businesslike w ay all o f the data 
processing and the electronics that are involved. So i t’s a  portion 

o f the $1 m illion commitment.

M R. BRADLEY: M r. Chairman, in  light o f the hour, I  move 
that w e adjourn.

M R. DEPUTY CHAIRM AN: Just before we accept that move 
for adjournment, I ’d  ju s t like to announce to the members that 
the next m eeting will b e  next W ednesday, Decem ber 9, at 10 
a.m., when the Hon. M arvin M oore, M inister o f Hospitals and 
M edical Care, will appear before the committee.

M r. Shaben, I  want to thank you and your officials for coming, 
and M r. Salm on and his officials. W e appreciated your 

frank overview and your replies to our questions. Thank you 
very m uch for appearing before us.

W e will now  entertain M r. Bradley’s move for adjournment.

HON. M EM BERS: Agreed.

M R. DEPUTY CHAIRM AN: All agreed.

[The com m ittee adjourned a t 11:30 a.m.]


