


























































































































































































































































































































































































































- The House Resumed at 8300 P.H.

MR. CURTIS: Committee of Supply,
MR. SPEAKER: Before we go into committee may I adviss wmewmbers of the
House that at the fumernal of the late John K. Couraze tomorrow afterncon
at 2:00 P,M. seats have been yessyved at 3t., Thomas's, the funernal is
at 2:00 P.M. seats have been reserved for members of the House of Assembly,
who I would presume would wish to attend the funernal service and the
House will vesume its sigting at 3:00 P.M, or as nsary thereafter as it is’
convenlenz aftfer we return from the funermal,

Chalrman of Committees,
MR, CROSBIE: Mr. Speaker, before we go initc Committee there is = mqtion
thar has to be moved while we ave not in commities, the hon. the Ministeé
of Education give notice that the wolion to appoint a committee..
MR, CURTIS: I move that the committee be appointed to, suggested by -~

MR. SMALLWOOD: He named the committee too.

MR, CURTIS: I move those, whoever they are,.

HR. SMALLWOOR: Fine.

MR, SPEAXKER: The motion is that a committee, I am not sure what rhe motiom
ig, but that & committee be appointed to enquire into and consider -

MR, SMALLWOOD: Mr. Speaker,for —

MR. BPEAKER: For the staff of the House.

MR, SMALLWOOD: No. Staff = Internally Eccnomic Commission, Mr., Speaker,

and what else? And fraveiling expenses of the hon. members.
MR. SPEAKER: Travelling expense of the Hon. members, privaie members.

MR, SMALLWOOD: Yes.

MR. SPRAKER: Those in favour of the wmotlon please say "I", contrary “nay’,
the motion is carried. I wiiliname the committee a little later on in this
present sitting, if I have the upp&rtunity.

MR, BHAIRMAN: Shall Ivem . 303-0%1 carvy?

MR. CROSBIE: Mr. Chairman, when we adjourned I was just Iindishing some remarks
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QR. CROSBIE: and ¥ want to vefer to a question that was subject fo some
debate, it :isg question 108, HMy. Chaimwan,on the Ovder Paper of this

House which asked,-the question was asked by the hon. mensbey for St. Barbe
South to the Minister of Finance. The travelling expenses »

Cabinet Minister from January 1, 1969 to Decembey 3lst. 1569 inclusive
showing particulars of visite to places, dates of each visit, anumber uf

days absent, hotel and meals and transportation., This information to wovey
travelling within the Province as well as Mainlznd Canads, United States and
Overseas.”

How the suswer was tabled by the Acting Minister

(o]

f Finance on May
I9¢h,, My, Chairman. And the zaswey tabled -~

MR. CUHAIRMAN: Order, plsase. Would it be better now if thagwere taken up-
under finance matters, we ave deallng now with the zalaries for the ?reﬁier's
staff.

¥R, CROSBIE: The Premier's office, My, Chairman, th?é has already baen the
subject of discussion.

MR, CHAIRMAN: VWas not the guestion directed .to the Minister of Finance?
MR. CROSBIE: But it has alrsady been discussed under this heading, because
the Premier 1s the Acting Minister of Finance. I will only take me a minute
to complete wy remarks on it, Mr, Chairman, the point is that the answer
tabled did no% give these travelliing expeases, and the hon. the Premier this
gfternoon sald evervone knows that when a Cabiner Minister travels hs

gets a ceriain per diemn allowaznce, But the hom. the Premier did not
give the per diew., I caacot remember myself what it is, The information
has not beer given asf%hat the per diew: travelliang allowance bf & Cabinet
Minister iz, And no amount is given in this question, no amowmt ip the
answer and no amount iz submizted for travelling expenses. For example,

the Minister of Finance thirty-eight &ays travelling out of the Province,
last year, within and out of the Province. There is no amouwnt given for

his transportation expenses, no amount glven for his per dlem: expenses,

no gmount given at all, so that the guestion is not answered. And this
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MR. CROSBIE; ties in, Mr. Chairmem, with sevaral questions that are tabled

in connection with the travelling ewpenses Of.;he ey, which

I referred to this afternoon. One, the travelling expenszes of the hon,

the Premier and the whole party that went to Europe in Harch,spend two

or three weeks in Europe, that question iz not 3£swerad yet, and when it is
answered we hope that we will not zet a contemptupus answey Like this one,
that will show the nuwber of days the party was gone, zud where they visited.
Because the question aske&;ﬁhat wveye these axpenses; And asked for a breakdown
under transportation, hotel and meals and the vest of ii, And there is
another guestion tabled here in éhis session, Mr. Chairman, as to the
travelling expenses of the Premier for the last financial vyear, which has
not yet heen answered, and when 1t is answered, we hope that the qaéstion'
that iz asked will be answered. “What was the amouat of the trave?ling
expenses incurred by the hon. the Premier last year? How much for inside

the province? ‘How much for sutside of the Province? ﬁhat were the
transportation expenses? And what were soy other expenses paid imcluding
the per diem: expenses? These are legitimate guestions asked in every
Parliasment and answered in every Pariiament, and we hope we will noi get

an answer like the one tabled here on May 19th. with respect to the other

Cabinet Ministers, which has not been completaly answered, or really has not

been answered at all.

Now, Mr. Speaker, we are dealing now with the Executive Council

MR. WELLS: The Prewmier's office salary.
MR. CROSBIE: The Premier’s office is the Item we are on now. Thers is
a Parliasmentary Assistant to the hon. the Premier, the member for Trinity
North. The extra stipend for being Parllamentary Assistant to the Premier
ig $6,000, New Trinity Soutﬁ.

Mr. Chairman, a Parliawentary Assistant,as it is recognized or known
in other Legislative Assemblies or in the Parliament of (anada,is a person

who asgist the minister or the Priwe Minister in his duties in the Legislature

or in Parliament, answers questions for him or otherwise:assisz in his
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MR. CROSBIE: Parilamentary doties. We has ao evidence of that in his

session here st alil. VWhat are the dutles of the Paviismentary Assistan:

to the hon. the Premier? Doss he have an offies? In his
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the hon. the Prewier? Where is the office 6f the Paviiswentary sssistant?
Just &xactly what does the Parilamentary Assistant de¥ The Pariiamentary

Agslstant to the hon. the Premier, HMr, Chairmanp
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in excess of what the Speskar is bzing paid. The Spesaker's zllowance is
$5500, the Deputy Speaker receives an allowance of $5500 ‘additional to his

Seasional Indemnity, the Leader of tha U up until roday received

$5000 extra. The Parliamentary Assiszant ©o the Premier is receiving $6000

: -

additional renumeration., And really this doss geen to be out of line,

This is & House of Assembly thalb meeis fen Lo twelve weeks a vesr, three
to four months at the most, usually nol wore than twelve weeks per yaar.

4 if the Parliamentary Assistants duties are only in commeciion with the

%

meetings of this House, then Hr. Chaiéman, it is havd3ky justified that
an hom. wmember of this House should be paid an additional 56000 Zfor that.
MR, WELLS: Iz that same member on the Cgmmission?

MR. CROSBIE: This is the same hon. member, yes.

MR. WELLS: He is appointed to the Bell Island Feryy?

MR. CROSBIif: ) The Bell Island Fexyy.

The Ligison Gffizer, 1 can see the need for that. The Premier is
also Minister of Economic Development. He needs an assistant to help
with ;he liaison of these gyeat industrial developments. I would onliy
hope, My. Chairman, that the Liaigon Officer will do a lot moxe than just
be the eyes and ears of the Premier. I would llke to szee thal genllsmar
in charge of an office proverly staffed, that can safeguard cur interest
in every enterprise in which this Government ie involved in the fimancial

assigting of that entevrprise. That has alresdy been debated today, so I

will not continue to discuss thaf, I will jusi mentlon that In passing.



MR. CROSBIE: Now, Mr. Chalrman, the Premier of the Province is zlso the
lLeader of the Government, the.Premier iz also in charge, of what happens

in this House or what does wnot happen. The Leader of the Government, the
Premier of the Province,controls what hapyens'in this House because he
controlis the voies of the majority of the umewbers in this House. The

hon. the Premier controls the votes of the majority of the people in rhis
House or at least they follow his‘adVice and suggestiong. But the acrual
fact of it is . that the hon. the Premisr, as loug as the majority of the

House are prepayed to follow him can close the House through the votes

W

tag face the facte. This iz the sane

=)

of this majority. It is just as wel

in other Houses too,naturally.

And, Mr. Chairman, the handicaps that vwe bave laboured inyuin this
House since the session started, the atmosphere iﬁ this Bouse, the lack ©f
any co-operation betwwen the Government and the {pposition or party or
groups in this House, the fallure to commmicate the business of the House s
through us on this side of the House, fn advance, the refusal to give
valid information asked for on this side of the House, at times contemptuous
refusal to answer guestions in this House. or to give information in this
House, has been exhibited all through this session, is the responsibilicy
of the hon. the Premief, ﬁas been initiated by him aznd dirvected by him.
The situatrion we are iny in this ﬁcuse?five of ¢he hon. members have no
accommodation within the precincts-of the ninth and tewth {loors of his
House. Here five of the hon. mewbers have no secreterial assistance. iéré
five of the hon. members gr four in any event have no —-= —

MR, SMALLWOCD: My, Chairman, we were discussing

Ve were treated hereﬂby the non, gentleman who has the flooy o a long
dissertation about the way they are treated, the five who have no offices
and now we are going all inte it again under the heading of Premisy, now
will we go into it under the heading of ETconomic Development? Will we go
inte it under the heading of Finance? Will we have the same gtory on every

. R
vote virtually? : é?ﬁd



MR, CROSBIE; In connection wit‘h that point of order, Mr. Chairman, I
am speaking with reference to the office of Premier and the amount of
$12,000 provided in the estimates for the sffice of Premier, and I am
explaining why I 2m golng to move that the am?unt of 512,000 be reduced
to 31,00, Because these things that we have suffered under in thiz House
are caused by and directed by the hon. the Premier, by the man who holds
the Premier's office, the refusal to give us legitimate information, the
refusal to answer questions, the contemptuous treatment that we have
re;eived in this House since February 23th, is 211 the responsibility of
the hon. the Premier, and I am explaining why.

I am.going to move now when 1 finish these remarks, that the hon.
the Premier's salary be reduced from $12,000 to $1.00. That is what I
zm now about to do., I would wait until we got to Economic Development,
if the hon. the Premier received a salary as Minister of Economic
Development. I would move 4t on the grounds that the Premier has failed
lamentably in the Portfelio of Miﬁistgf of Ecoﬂomic Development. A4s I
said the other day, it is uneconomic.development im this Provinee, not
aconomic development. That this Government has failed, the Premier has
failed, in the economic development of this Province, that the results of
tﬁis failure are seen everyday in the jobless and inithe unemployment
statisticsithat we see everyday hgre in Newfoundland.

MR, SMALLWOOD: He is discussing Economic Development Department.

MR, CROSBIE: I cannot move that, Mr. Chairman.

MR.

CHAIRMAN: I would like to explain to the hon. member that he understand

the

it.

rule of Procedure in this particular case,bacause he made reference to

And since he made reference to it, I think that it should be followed.

We are discussing now the: salaries of the Premier's staff, those who are

listed on Page 44 of the Estimates, and I think you can confine yvourself to

that. And if there are any other remarks about any.other departments that

should come in due course, I think.
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MR. CROSBIE: Fine, Mr., Chairman. I am explaining why I will now nove
that the 8alary of $12,000 provided fov the Premier be reduced to 31.00,
that is what‘I nove,

And Mr., Chairman Bome of the reasons I have outlined and othears.
Mr. Gh§irmah there have been questions tabled in this House since March
of the utmost importance of this Provinee and I outline some of them this
afterncon. In eonnection with the Gil Refinery Project at Come-by-Chance,
a $175 million project, the credit of this Province ties imexpliciiy to
$165. .millton of it. The fourth miil at Melville, it is gone up,because
of the Jacob's Report .from $155 miilion o $165 million, plus the $10
willion workiang ecapital that Mr. Shaheen has put inte it, that is $175 wmilliom.

The fourth mill -

AN HONM, MEMBER: Inaudible.’

HMR. CROSBIE: It has gone up Irom 315%, the answer given in this House

by -the Procon people who baid their contract was $155 million, the Jacob’s
Engineering Report now reveals that this does not include gigantic oil
storage tanks wow down at Come-by-~Chance. I went into this,this zfrernoon
with the hon. iinister, but the hon. minister did not hear it. It does

not include crude tanks, site preparation, tank . foundations and

engineering up to this point, and i¢ does not inelude Federal or

Provincial tarrifs, And I therefore say that the cost of the 011 Refinery
has now been revealed to be $165 million at least. Construction cost

plus the $10 miliion Mr. Shaheen must put in as working capital,ls $175
million. It is $165 million which now credit is involved for. Here is

the fourth will project at Melville, Mr. Chairman, since the documents

were tabled in this House in 1968, when the whole deal was with the French
group of companies, and the whole deal Is changed since, there has not been
hardly a thread of information gi#en in this House on the fourth mill praject
at Melvillé. And I referred to it this afternoon, and 1 will net refer ¥e

it again, Mr. Chairman, to some of the (uestions tabled asking the Premier
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MR. CROSBIE: for information on the Melville project since this session
started in February, aznd not answered. Questions ¢hat would onliy tzke

a miaute, or ten minutes to £ind the answers to. Such as;“ls theye an
area development grant for the Melvilie Project from the Government of
Canada?” Just one of rhem. Questions sbout feasibilitiss studies. Bince
the whsle project is whakwx changed from cheap rransportation of wood chips
from Happy Valley to Stephenville in two 65,000 ton earviers. Arnd we were
told the essence 6f the whole project was this, was this cheap traangportation,
bulk transportation of wood chips. Since chaf project changed to edghi
20,000 tons ships carrying logs, the question is asked -~ I am referving

to the question that hasg been asked in this House.

MR. SMALLWOOD: The headlng 15 Premier,$12,000. Now deoeg this meap

because there i1z a Province -called Newfoundland, thar there iz a Premier,

that his salary is SlZ,OOG?that on that motion this be recommended to the
Ll

House, a member can talk about anything under the sun so long as somehow

he can tie it to the Premier? Is that
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MR. SHMALLWCOD: Is that the case? I kmow it i3 not, bur I ask it - it
i3 not a rhetorical question. I am on -2 point of order.

ﬁR. CROSBIE:Now could I speak to thathﬁoint of order Mr, Chairman? I

am referring to the refusal to answer questions by the hon. the Premier.
And' what I am referring to now i; a2 question far the hon. the Premier
has been tabled in this House since early in April, addressed to the
hon. the Premier and moi answered. 4&nd this is one of the reasons why

1 am making this Motion - the refusal of the hon. the Premier te glve

basic information on the very projects thar is iife and death to this

e

Province. And that is why I zm substantiaring mv Motion that the salary
for the Premier be reduced from $12,000 to $1.00. That is the
relevancy. .

MR. SMALLUWOOD: Wow HMr. Chalrman, omn that point of order. May I ask
Your Honour to comsider this? That after the vote is taken on this
amendment, the Motion 1s that the $12,000 szlary to the Premier be
recormended to the House., If the House accepted the recommendation, it
would pass a law and the Premier would get his $12,000 a year. But if
the amendment is carried, he Qouid get one dollar a year. Now when that
is disposed of, am I te take it that any hon. member including the

hon. member over there, c¢an move a Motion on any official of the 7,000,
And on that Motlon of that émendment to reduce his salary, anyone zat all,
Premier or anyone else, any minister, aany Deputy Ministeyr, any Assistant
Deputy Minister, any Civil Servant, any vote that the Committess ask

to consider and recommend, there may be zn amendment to reduce? And on
that amendment to reduce, any topic almest under the sun cao b; dragged
in? This is what the hon. gentieman is doing, Whére does he stop? What
is the limit of the matters he may discuss on an amendment that the
Premier's salary be reduced to one dollar? 1Is this the signal for a
discussion about anything in the worid, so long as somehow the Premier -~
because you have to prove that the Premler should get only a doilar a

yvear. Does this justify him and give him the opportunity, or any hon.

4767



“I

May 21, 1970 Tape #3959 Page 2

member to discuss anything under the sun so long only as he can tie
it to the Premier, and if the Premier why not every minister, and if
every minister, why not every deputy minister, and why not every civil
servant? -
MR.,CROS#IE: Mr. Chairman, does the Premier know that he cannot ask
a question of the hon. the Chairman? And I have already related this
question to my Motion. I am moving this Motion becausgfthe Premier's
refusal to give information. That is the connection,
MR. SPEAKER (NOEL}: As I see it the vote under debate now inclﬁées a
vote of the Premier's salary. And any hon. member can seek to prove
that the hon. the Premier is not worth the $12,000. And in doing so,
as long as he is relevant to the carrying out of the:Premier’'s duties
by the Premler, I think it would be in order. And therefore I feel that
this present Motion before Committe Iis in order, and the remarks of the
hon. member for St. John's West, insofar as the& relate to the Premier's
dutles as Premier, are in order. But Y do not believe it iIs in ovder
for the hon. member for St. John's West to go into the field of Economic
bevelopment, because that is a different cap altogether, and I have already
intimated that. There ig one more thing to say before we go on and that
is that I might just as well say it now that we are early. Apart from
the rule ;f relevancy, there is a rule of repetition, and an hon. member
is not allowed to take up time of the House by stating over and over and
over again the same particular thing.
MR; CROSBIE: The nursery corner is squeaking again. Mr, Chaiwrman, there
is a nursery corner there. The hon. the minister is in the nursery corner,
we a2ll know that, in the CaLinet. He has not left his first childhood
yet, And there is another membet there with him. He is in his second
childhood.

Now Mr. Chairman, I accept your ruling. Eeonomic Development is
another department. We cannot move that that be reduced to¢ a dollar,

because there is no salary paid there. But the basic reason is this

Mr. Chairman, and I .do not intend to speak to any great length in this,
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I will outline my reasons. Refusal, willfui refusal of the hon. the
Premier to give information that is 1egitimateiy regquested by the members
of this House, in particular information relating t; great industrial
projects that make or break this Province-have not been tabled in this
House, is readily availsble to the Government. In addition Mr. Speaker,
1 base it on the whole proceedings of this House. and the way that members
on this side of the House have been treated sinece the Session.has started.
I base it on the fact that I believe that it is a heavy respomsibilicy
of a Premier of any Province, or the leader of any government, to see
that members of the Opposition and Opposition parties are gilven every
chance that their minority rights are observed scrupulously. That they
are given advance notice of the business of the House. That = séeech
for example, like the Budget Speech, is carried on with communication
between both sides of the House, so that members speak alternatively:
That there is no undue p%essu;e exerted by the majority and the minorities
of the House.

In all those respects, it is my humble subﬁissioﬁ Mr, Chairman,
that ¢his session of the House amply shows that the hon. the Premiear failed
with respect to those great duties that are required of a leader in a
Liberal democracy.
MR. NEARY:_ Repetition Mr. Chairman.
MR. CROSBIE: We have never heard repetition from the hon. the minister.
We do not hear repetition, we hear babbling from the hon. fhe minister.
The houn. the Chairman does net want me to refer to Economic Development,
so I cannot refer to Economic Development. But in the office of the
Premier, there is a liason officer with industries in this Province.
The hon. the Premier has failed to establish,in his office or in any
department of Government, a supervisory division of this Government,
to supervise, inspect,a liason with indust;ies or businesses assisted
by this Government, in particular no provision has yet been made adequate

with the oil refinery project at Come-by-Chance, with respect to the
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fourth wmill at Melville, or with respect to ény other in

oparating in Newfoundland with Govermment assistance. O

are not being protected in that respect. The liason of
the ears and eyes of the Premier to deal with these gen
not sufflcient, which does not protect our intsrests.

of other reasons I could give besides. ing

T

Page &
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iustry that 1s
br interestis
ficer is only
tlemen, which is
here are a Lot

g in the Estimates

that we will come to, but that is basically Mr. Chairwar, why I make

this Mocion.

MR. CHAIRMAN: The Motion is that ftem 03-01 be reduce

$11,99% in apportioning the Premier’s salaerv. Those in
2P oA 3

]

aye”

say - Lontrary 'may." The Motion is defeated.

MR, EARLE: There is an error here. It may be a print

I will check the addition and it does not seem to be.

Estimates as shown here under "Salarles” 1t is $145,00

up the salaries as specified on Page 94, the toral is $

I take it that these ave the revised salarles shown on
iz a difference of $24,000.

thrown off completely. It is a question on the salary

Revised Estimates show the salary vote to be $145,000,

"Salaries,"”  303-01 “Salaries" - §145,000 for 1969. 1T

not correct right through the Estimates. I have checke

HON. E. R. ROBERTS (Minister of Welfare): It is a type

I do not doubt the hon, gentleman's avithmetic, It wo
the revised columns, not the Estimates we are being as
vear. Because the figures in the 1970-71 Estimates fo

are $145,400.

d by the amount of

favour please

ing error, but
in 1969 Revised

3. If vou 105k

168,000, Xow
Page 94, There

if that is correct,then the Estimates are

vote. In 1969~70
under Itam 303

he addition is

d it

vgraphiczl srror.
11d only afifesct
ced to vote this

r the Committiee

MR. EARLE: But the total of the revised the column right through

i

1

MR. ROBERTS: Apparently it is a printer's error. We

officials to have it corrected.

MR, CROSBIE: Mr. Chairman, 02-G1 Travelling $10,000

&
L

amount was $9,800., Is that awount the actual amount

the actual amount spent? The revised Estimates is $9)
the actual amount spent on Travelling Expenses in conp

Premier's office last year?

will ask the

Last year the

ipeat, or what is

800G. Whag was

with the
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MR. SMALLWOOD: It wag oaly aﬁ Estimate, it was not an account of
expenditure. An Estimate of what was to be spent, snd then that was
revised. But what was actually the expénditure of dourse appears in

the Report of the Public Accounts, the Rapgrt of the Auditror General.
MR. CROSRBIE: Well Mr. Chairman, the point is on this here, that in the
Estimates there argwgolumns. The Estimates for this vear, the year we
are in now, and one ou the revised Estimates for last vear. WNow if
going through the Estimates, we are comparing the Revised Estimates, the
figures given for Revised Estimates, the Estimates for this year, we

can be getting an entirely incorrect picture, an entirely incorrect
plcture. Because the Revised Estimates for last year are not what was
actually spent. It does mot matter if they are audited. Ve know

they are unaudited. The Finapclal year ended March 31, 1970. It ended
2 month and & half ago. And we had in the Housé the Deputy Minister

of Finarce and other officials. And 4f ask what was the actual amount
spent for traveliing in the Premier's office, fhe answer Mr. Chairman,
is readily available. Now we have asked other questions hers today and
we were told the information was not available, over under Legislative.
"Why the office expenses are down from $i2,000 to $3,000.° What is the
point of going through these Estimates if ltem after item, we are told
the inforﬁétiou is not now available, This is the Committee where the
information is sﬁpposed to be avallable. WNow were the actual travelling
expenses in the Premier’s office last vear $9,800, or were they perhaps
§32,000, or $25,0007 What were they actually?

MR. SMALLWOOD: Mr. Chairman, there are some thousands of Items Here

on these pages. Every page has two columns, One columm showing what

we are asking the Committee to recommend to the House, to'spent in this
financial year. And rhe other column showing the Revised Estimates, not
an account of the épending, but the Estimate of what was to be spent lastg
year. The actual amount that was spent wiil be known in a few moanths

from now, and some Estimates of what were spent can be known now. But
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until the acco;nts are closed$which is usually about two months after
the close of the financial year, wuntil the closing of the accounts,
the exact amount that was spent is appfoximately, but that is all you
can say, approximately was shown in the Réyisaé Estimates. Always
remembering that the year ended with our having spent $7 miliion more
than was estimated we spent,; and we took in 58 willion more than we
estimated we would take in. 3So there was an actual increase over the
Revised Estimates. The Estimates are only Estimates., That column on
.the right hand side of each page is the Estimate of last year, not just
what was spent, but an Estimate of what would be spent. Actually, if
you add all these up, the total would be %7 miliion less than we did
spend. So some of these If{ems are more, some of them are less, as
Supplementary Supply showed.

MR. CROSBIE: Mr. Chalrman, in connection with this Item, I have heré
the Public Accounts of rhe Provinee of Newfoundland for the yvear ended
March 31, 1969, And on Page 52 under ”Premier;s Offige" the expenses
for that_year, that is the financial year ending March 31, 1969, Tmavelling
Expenses - the actual expenses were $13,575 in that year. Yet we look
at these Fstimates here, and we see the Revised Estimates for the
financial year that just ended March 31, 1970, $9,800. WNow that is
obviously én unrealistic estimate, when onme considers that Auditor
General's Report shows almost $4,000 more in the previous year. That
iz why I am saying that we are not getting a correct picture, if we
have to just go by the Revised Estimates. That means that we have to
wait vntil the Auditor General's Report is presented In this House next
year, his Report for March 31, 1970,to see what the actual was for the
year that ended March 31, 1970. XNow in 1969, the actual expenses Were
$13,975 and the Revised Estimates for last year $9,800. What caused
all the difference'in Travelling Expenses according to these Revised
Estimates last year? .

MR. ROBERTS: Mr. Chairman, may I have a word or two? The reviged figures
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shown in the right hand column, are the revised fipures including
Supplementary Supply as of the March 3i. They are not the complete
figures because the Government's books are not closed until Aprii 30,
under the Revenue and Audit Act., It may also‘help the hon. gentleman

to recall that during the year in respect to which the Auditor Gemeral's
Report from wiilch he guoted was made, there were a mumber of people
including wyself in the Premier’s office, and when I vravelled at that’
time,as Parliamentary Assistant, my expenses were quitfe properly charged
against that vote. And 1 can agsure the hon., gentleman the information
was tabled in the House time and time again, My own expenses alone

would total the account to two, three or four thousand dollars. The
$9,800 figure Sir, as far as we are aware is an accurate reviséd estim;te
as of March 31. _nocw otmw ool :l*'i.r

MR. WELLS: There has been no revision. It was the same as estimated
last year.-

MR. ROBERTS: Well in that case, the estimating is well on. The Items
under $5,000 were not changed in the Supplémentary Supply process, but
the Items over $5,000 throughout, weré brought into line. I think that
is correct.

MR. CROSBIE: Mr. Chairman, in connection with what the hon. the minister
has said. The hon. gentlieman this vear, the past financial year, has
gone on to be a minister himself, and has been a Parliamentary Assistant.
But he has been replaced by the hon. the member for Trimity South. There
have been additions to the office of the hon. the Premier. There has
been the liason officer with new industries and so on. So thatt wiil not
wash. The hon. the Minister of Health has now left the Premier’'s office.
There are other people taere.. And I will be willing to bet at least two
dollars and fifty cents, that when we see the Auditor General's Reporg
next vear, we will see that the actual travelling expenses of the Prgmier's

office last year were at least $14,000, the same as the year zféﬁiﬁi
Y]



May 21, 1970 Tape #959 Page §

MR. ROBERTS: I will take up the hon. gentleman and I will put my two-
fifty onr the table., I cannotr speak for my friend, the hon. gentleman

for Trinicy South, but I am willing to bet that he has not done anything
like the travelling I did, when I was on the Premier's staff. And I

do tot think as a matter of iact,‘the other addivions to staff, inciuding
Mr. Batten, would have done the same amount of travelling. If the

hon, gentleman wants to put his two-fifty on the table Mr. Chairman, I
will put wmine up Sir,

MR. CROSBIE: Two-£ifty, not %250,

MR. EARLE: This is a comparatively smzll Item My, Chairman, But just
a question on this. It is more than double last year's Revised Estimates,

and I brought to the House’s attention this afternoon that the Premier’'s

office staff had been reduced by six persons. Why is the staff
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MR. EARLE: the staff which was reduced by six., Do the office expense double?
The office expenses are now $10,000. There are six less people, but the
expenses are doubled. h °

MR, ROBERTS: Postape, stationery.

MR, WELLS: Postage is down below.

MR. ROBERTS: Yes, postage is transferred back out.

MR, WELLS: Stationery is down below as well.

MR. RGBERIS:' Postage was transferred back out, so is printing and stationery,
-so is office equipment and furniture.“ . What are the office expenses?
What do they cover?

MR.SEALLWOOD: We might go on, wesmight adopt that, and when I get the
information I will table it,

MR. WELLS: Set it aside.

MR. SMALLWOOD: No, we carn adopt it, we have got to pay it. Aand I will table

it when it arrives.
MR, WELLS: It is not incurred, we do not have to pay it, may be it is an
error.

MR. SMALLWOOD: May be we will not be allowed tv travel.

MR, WELLS: It is not travel.

MR. SMALLWOOD: ..... office expenses,

MR. WELLS: ﬁell, why the increage? I do not know if it is postage or not,

MR, SMALILWOOD: Cut it out all together, reduce it teo a $1.00, Go ahead I

will vote for it.
MR. CROSBIE:- Mr. Chairman, this shows the attitude, you see reduce it to
a $1.00 yes, and get it back in supplementary supply next year.

MR. SMALLWCOD: Did I not say, I would have it in a few minutes. Well am

I refusing to getr jt?
MR. WELLSIT:We will vote on it.
MR. CROSBIE: We were told this afternoon, Mr, Chairman, the information was

going to be gotten. This is the estimates going through the House. The
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.

MR. CROSBIE: information is suppose to he heré when we are all asked to
vote. Now under Legislative this afternoon there are two Items passed, .
office and books and binding in the same manner. Why ;hould we pass an
Item, when we cannot be given an explanation:as to what the money is for
and why the increase? Let us wait until we pet the explanation,

1s 02 standing?

MR. CHAIRMAN: §2-01 standing. I am sorry 02-02 is standimg. Shall 09-01
carry? carried. Shall 09-02 carzy?

MR. WELLS: 0% -02 is that intented just to be a token vote? It iIs intented
as a token. Where does postage now occur? In previous years its been
shown in the revised estimates 1968-69 as  §$1,000 in the postage, and
last year it was reduced presumably to a token vote of $100.00. Wﬁat
purpose? Where is it now? If that is just a token vote. May be it is
Included in the office expense is it? -
MR. ROBERYS: FPage 152 givés a braakdown of the division of the Ceatral
Mail costs, between department. It is relatively arbitrary I think,
because all mail comes in and out thraough.one office.

MR, CHAIRMAN: Shall 02 carry? Carried. 8hall 06 carry? Carried.

Shall Item 304-02-0k~-earry?

MR. CROSBIE: Mr. Chairman, what expenses of travelling are these, ié

it the Execuéive Council?

MR. ROBERTS: For all council.

MR. CROSBIE: Just a minute now, who has to travel in the Executive Council
office?

MR. ROBERTS: The Clerk, Mr. Channing.

MR. CROSBIE: Mr. Channing,yes , and Mr. Channing travelled last year his
travelling cost was $3OOQ; why would his travélliug be down this year

to $1.b00. u

MR. ROBERTIS: Travel less.
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MR. CROSBIE: Why is he going to travel less? Is this year any

different from previous years?

MR, SMALLWOOD: Yes, I am not asking this year to travel as much.

MR. CROSBIE: I see, and what about other people, what about ministers
without Portfolio, do they not come under the Executive Council Office.
MR, ROBERTS: They do.

MR. CROSBIE: Page 94.

. Mr: WELLS: - Their travelling wili be inclauded,

MR, SMALLWOOD: That-is not travel, that is salary, now $5000 each.

MR. CROSBIE: Ministérs without Portfolio $10,000. Presumably i1f they
travelled, thén there travelling expenses have to be charged to the ercutive
Council office, which office they come under.

MR. ROBERTS: Where they travel on Government's Sﬁsiness.

MR. CROSBIE: Yes, when tgey travel on Government business actually, we
feel sure they would not charge it off, if they were not travelling on
Government business., I am positive of that.. How can ;tavel, you see

the estimatés are unrealistic Mr..Chairman, this is the point. How can
travelling arbitrariiy be cut 53,000 to $1,0007

MR. SMALLWGOD: By ordering everybody to travel less.

MR. CROSBIE:  Without any explanation or any sensible explanation what is
going to be done. The Clerk of the Executive Council, if he had to travel
last year, wili have to travel this year. The Premier if he had to travel
last year, would have to travel this year. Supplemen;ary Supply will go
through next year for another $25 millionm.

MR. WELLS: So it is not realistic.

MR. CROSRIE: So these are not realistic estimates.

MR. CHAIRMAN: Shall the Item carry? Carxied. Shall 02 carry?

MR. CROSBIE: Whose motor car allowance is thig, Mr. Chairman?

MR. WELLS: Ministers without Portfolio.
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MR. CROSBIL: I am asking a question?

MR. SMALLWOOD: What department are we on?

MR. ROBERTS: We are still under Executive éouncil.
Those are paid to the ministers without ?ortfo%io. There are only two,

but the provision is $3,000.

MR, WELLS: I wonder what the President of the Council gets?

MR, ROBERTS: He onrly draws one, he draws the Minlster of Justice{ he does
not draw this one. He oanly draws one salary.

MR, CROSBIE: This is: $1,000 each is it?

MR. ROBERTS: Yes, the standard ministerial alliowances, every minister gets
them.

MR, SMALLWOOD: One—third of that will not be spent:

MR, ROBERTS: That is right.

MR. SMALLWCOD; Because, I think that is righrt.

MR. ROBERTS: There are only two now.

MR.CROSBIE: Last year there were féur.

MR. ROBERTS: I know how many there were last year.

MR, CHATRMAN: We will go back now - we have one Item standing?

MR, SMALLWOOD: Which one? The one we let stand, that has not arrived

yef, so could we go on to Head IV.

MR. CHAIRMAN: Shall block provisiom, Canada Pemsion Plan, carry?

MR. SMALLWOOD: It is Ehanged, Mr. Chairman, from $7,300 - to $16,700.

MR. CHATRMAN: The total subhead 304 1s carvied. The motion is that tha
Canada Pension be increaded to $16,700. Those in favour please say ''aye”
contrary "nay" carried. Shall total Executive Council carry? Carried.
Heading IV Finance, 401-01.

MR, WELLS: Under this heading gemerally undey the Department of Finance
I have & few remarks that I would like to make about the way the finances
ﬁf this Province are haﬁdled and about the information thaéﬁis given to

the members of the House, or the lack of information, and that some of the
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MR. WPLLS: information that islgiven is in fact misleading us. Wé do
not know what econclusion to draw. Tor example in the Budget Speech,
information is given that —'on Page 22 with respect testhe last fiscal
yvearj that the total cost to the Treasury of azssistipg industrial development
was $1. 73 million, where as in truth, ERCO élone rvequirad $3 million.
When the Budget Speech was being delivered the Premier ;jras Acting Minister
of Finance,gave this information, and ssid that there was a net loss
last year of one-quarter of $1 million, becuase the benefits haﬁ been
$11/2 million and the cost $31 3/6 miliion, This is misleading information
+hen, I cannot unders;and how it could be a mistegke, how could a mistake
be made? I wean it is clearly known and clearly shown that the cost of
ERCO zlone was $3 million, and i we want ar further example of it,.ail
we gob to do i1s look at it for this year on Page 23 of the Budget Speech.
The total cost projected for this current fiscal-year that we are now in.
ending March 3ist. 1971 isz.%$3,982,000.00, yer when we look to the estimates
under Econowic Development there is a voie proposed for $6,752,000 underthe
Industrial Inmcentives Act. It obyiousiy must be w;ong.,.

Now,-I do not know what is wrong with the Department of Finance, -
or the Acting Minisfér.of Finance, if this is the kind of figures upon
which the Budger is supposed to be balgnced, it is weaningless. Figures
and totals and balances and comparsions wmean nothing, if these are intented
to be reliazble figures. Because.all we fot to do is look to page 75 in
the Estimates, acd theve is an amount put forward there under Head 15-20
of $6,752,000, vet ou page 23 of the Budget Speech,us delivered in thisg
House sometime ago, the rotal cost of the vear 1971 is put forth as
$3,982,000. How can we rely -on anything that is contained in the Budget
Speech when we see these major discrepancéesy § similar thing happened last
year and the Minister of Education stood in the House and told us it was
a typographical error of $400,000, yet the Budpet was balanced onm that.

I do not know who has respomsibility for 1t, iIf the hon. the Premier is
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MR. WELLS: Acting Minister of Finance Iz relying entively on figures )
given to him by staff of the Department of Finance, and is being misied by
this. This leads me into considerable deubt, Mr. Chairman, as to the
validity or the reasonableness of rhe estimates which we are now considering,
and the Department of Finance has basic responsibilicy for this. Last

year when I spoke in this debate,in the Budger Speech or during the

course of consideration of the estimates, I expressed the opinion that

these estimates ware not realiétic, and that thi; year we would be
considering a Supplementary Supply BLil that totalled upwards of $20
miilion. And sure enough this fear, we nad & Supplementary Supply Bill,
this could be seen by locking at the estimates bacause the reductions

were artificial and could not be justified. And I would suggest, Mr.
Chairman, that the Department of Flnance, the department tﬁat has basié
respongibility for thig,and the Minister of Finauce ave similiarl§ at

fault this year because these estimates are obvicusly not realistiz, and

we are agaln going to find ourselvesheze‘next year facing another Supplementary
Supply Bill. And we are now led to believe that Jn the words of the
Premier, the Budget is balanced, when in faect ever on these figures the
Budget is not balanced. The current account expenditures on these figures
1s somewhat less than the current account revenue, that is the truth of i,
the Budget ig-not balanced. But even on thesé figures from past experience
with last year and the year before, the Department of Finance orv the
Minister of Finance or the Cabinet gemerally one of those three, I do not
know which one must take Government responsibility for them. The Gobermment
&8 a,whole,as a whole,must take ultimate responsibility for it. But

direct responsibility for the origias of it must rest with one or the

other.

In fact if these estimates conéained realistic figures we would now,
in this current year, be showing our projected current expenditures as
exceeding our projected current revenue by some $& million to $10 millioni
And again the responsibility for thisz lies with the Minister of Finance,

He 48 the man to whom this House looks directly for this. The Budget Speech
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MR. WELLS: again in another area where it misleads or deceives whatever
one prefers on page 7. {ts reference to servicing the Public Debt of
$32 mililiion, what 1t estimates to service the Public Debt. The Public
Debt can only be serviced by paying everything that has to be paid in
that year, Oﬁ the Items which this Hbuse has no power to vote, that is put
forwa;d in the Budget Speech 1s being $32 million., when;in fact,the direct
figure, the total cost of servicing the Public Debt, principle and interest,
(interest alone cannot serviece the debr, it takes principle payment under
the terms of the borrowing) ¢he total cost of servicing, completely servicing
the Public Debt, in otherwords the amount which ¢his House has no choice
but to pay.. It cannot even vote it It is $53 miiliion, When we see these
kind of figures, how can we have faith or confidence at all in what is
contained in the estimates? Are we totally justified in saying that the
figures are unrealistic and unreliable? This is clear, it is obviously
done to paint by the Minister of Finance,to paint a good plcture. The
Minister of Finance should Paingor this House and for the people of this
Provinece the total picture, We.are all adﬁlts, we can fully understand what.
the\situation is, That is what is the duty of the Minister of Finance to do,
to give it to us in cold hard facts, tell us that the cost of servicing
the Public Debt,if twenty percent of the total revenue, capital included,
if twenty-thrée percent of the total current account revenue. Take out what
is set aside as capital income, grants from the Federal Government and so on,
vhen you just get up current account revenue, it is twenty-three percent,
: yet, the Minister of Finance in his Budget Speech,would have us believe
éhat it is only $32 milliion to service the Public Debt.
Well, Mr. Chairman, the éven wore startling figure Sir, is that it is
§2,7 percent of the total dirvect taxation imposed by this House. If you leave
aside the payments from the Government of Canada under the Canada Assistant
Plan, the sayments under the DREE Plan, the payment under the Trans-Canada
Highway and Trunk Road Plans, the payment for post-secondary educatiqn. If

you leave aside the payments, the equalization grantg, the payments that
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MR. WELLS: come directly from bttawa, but include the Provincial Income
Tax that Ottawa collects and pays to us, because that tax is imposed by
this House, and the Taxation Department aé Ottawa 1s used and quite
properly so to coilect it, because I am sure:they can do it 8 lot less
expensive than we can, because they have already have the system, so it
is very reasonable to do it this way. But thils House determines the
proportion and the rates of it, imcluding that, including every single
kind of tax imposed by this House, including our Income from the sale of
aléoholic liquor, our income from all sources except the Government of

Canada Grants, the cost of servicing
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vho sérvicing our public debt is a stappering forty-two point seven per-cent

of that annual direct taxation. If for some reason or other by some incredit-
able emergency like war or something, I do not know it could ever happen, but
.1f for some reason or other the Government of Canada found itself im a position
where it would have to cut out this program and that program because it had to
direct its energies toward its role in a war we would be in a position of using
forty-two point sevem per-cent of our direct taxes to service our public debt
in this current fiscal year that we are now in. That is what is project in the
figures and this iz why I say, Mr, Chairman, that the Minister of Finance has
not done his job thoroughly. He has not properly informed the members of the
House of Assembly and the people of this Province as to what their exact
financial position is., It certalnly was not clear in.the budget speech. *

When one takes the current estimates and the estimates that we approve&
in this House last year and when one does?comparis?n with these figufes and
looks at them then you can see the true picture, On interest alone, Mr. Chalr-
man, with respect to the Interest provided alone despite,the fact that the
Minister of Finance has failed to show this and has failed to point this out to
the members of the House of Assembly,we have increased fifteen per-cent over
the year before, Interest alone on the public debt. The Minister of Finance
did not point this out in his budget speech instead on pagé (7) he makes it
look as rosy as he‘possibly can and says the cost of servicing the public debt
is $32, million.

I would say, Mr. Chairman, that the Minister of Finance has failed in his
duty. He has failed in his duty to the House of Assembly to point out that in
three years,over the short span of three years, the interest on the direct publie
debt, this does not count guarantees or anything like that that would follow,
but on the direct borrowings of this Province, %¥he interest alone has increased
from $12. million to $32. miliion, an increase of more tham 150 per-cent in
three years, Lt is the duty of the Minister of Finance to point this out and
if the people of this Province want to follow that course{which I doubt, then
surely it is the duty of the Government to g to the people and find out if

this is the policy that they want to follow., This has not been done. -1 do not
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MR. WELLS:

know whether it is intended to be done as there is no indication of it in the
immediate future. 1 doubt very much, Mr. Chairman, if the people of this
Province would approve of what the Minister of Finance is doing in this respect
-and would approve of the manner in which he is putting it forward for the
people of this Province.

Apain a. projected deficit this year and our borrowings cannot but go
up to offset it, they must increase to offser i:, a projected deficit again
this year of $56. milljon. The figures when you put them together properly
clearly show that. The scurce of funds on page (5) of the estimates, if you
put them all together the total is there $56,243,200. and now that has increased,
that will increase.

MR, CAiLQEéﬁ: What is the deficit on the hon. gentleman's new home in Corner
Brook?

MR. WELLS: That is none of the hon. gentleman's blank blank business.

MR, CALLAHAN: Tt is the. same thing.

MR. WELLS: This is public business. The public are not liable for m& hoﬁe.

MR. CALLAHAN: It is the same thing.

MR. WELLS: It is not the same thing. What a rotten sStatement to make. Whether
there is a deficit on 1t or whether I own it out-right, it is none of his
business. It has no relatiomship to this at all. No wonder they call him the
Rocky Harbour rooséer laying an egg like that everytime he opens his mouth.

Mr. Chairman, I submit, Sir, that the Minister of Finance and the acting
Minister of Finance taken together have failed us misefably in putting forward
the proper picture of the financial situation of this Province.:. It has gone
beyond failing us miserably when on pages (22) and (23) of the budget speech
they indlcate, for example, that the total cost of Government assistance under
the Industrial Incentives Act is-33. million,less than 1t actually projected to
be when you look at the estimates, How caﬁ that be justified or tolerated in
any Housge?

I do not propose, Mr. Chairman, to move a motion to reduce the salary of

the Minister of Finance. If he were in his seat I probably would but L do not

propose te do it,But it is incumbent upon mz, Sir, to point out -
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MR. CALLAHAN: That is very decent, ves,
" MR. WELLS: I wish the Minister would keep his mouth shut for awhile then I
can finish, Mr. Chairman, and sit down.

AN HON, MEMBER: BHe is smiling now,.

MR. WELLS: He is not smiling, he is smirking. Mr. Chairman, I do not propose
as 1 say to move: that the Minister's salaéy be reduced but it is incumbent upon
me to point this out to the committee,that these descrepancies do exist and
that the responsibility for it must iie with the Minister of Finance and the
whole Government because not only in this situation but throughout,in the
ansvers to questlons and everything else all year7it has been clear the Govern-—
ment is not desireous of giving full financial information, full and total
information on the financial situation of this Province. It is a disguisting
one, we are in a difficult circumgtance and 1t is time now for complete c;ndor
and time now for an effort to make sure that.we try and govern ocurselves
accordingly, to ensure that Qe do not fall into financial difficuliies in the
future,which is quite possibie with the cou%se that we a¥e headed on,when you
consider thé rate by which our borrowings are being increased and the rate by
which our annval liabilitles to service those borrowings are being increased -

~

and to paint them in this rosy picture.whén the truth is something else is nothing
less than shoc%iiid somebody should tell the Minister so.

Thank you, Mr. Chafrman.
MR. EARLE: Mr. Chairman, under this.general heading of finance I would just
like to make a few remarks, I have been glancing over ﬁhe staff in particular,
the staff of the department and when I was Minister of Finance I think my
colleagues in Cabinet always felt that 1 favoure&ftha; department rather strongly
and I make no apclogies for it as I gid fight very.hard to upgrade the départment.
The fact is, of course, the Department of Finance is the lifeblood, the life and
death of the Province in so far as the collection of revenues and the expenditure
of the Province is controlled in that Department and ne Govermment ean funetion
properly without a very adequate Department of Flnance.

What distresses and worries me since leaving that Department is that I

notice that the total staff for the coming year has not been increased. Actually -
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MR. EARLE:

it is decreased by a few pegs. There are one or two particular divisions in

the department which even in my time were very inadequate indeed ¢o do a pr;per
job and my Deputy Minister of the day and all his officials were continuously
beating a path to my door to try and get not only wmors szaff but better qualified
staff to he%p them. The thing which amazes me at the moment is that we have a
new Deputy Minister and Incidently I would like to pay tribute to him,as I workad
with him for a year and a half zand found him to be a very able person,and I am
delighted that he is now Deputy Minister of that Department.

Hben I was there, there was a Deputy Minister of Finance who was also the
financial advisor to the Premler, and the gentleman who is now Deputy Minister
of Finance was the Associate Deputy. He has moved up but yet there doas not
seem to be the replacements for all these gentleman. All along''the line there
have teen some movemnents up but somewhere along the line without the inerszase
in staff there nmust be a gap and the worst féature of this gap is thét it is din
the most important and vital positions In the Deparctment. For instance the
financial advisor to the Premier was constantly bringing to me up to date
statistics of how we were going by way of revehue and expenditure. Now this is
an essential performance of Government, that the Premier be continuocusly advised
of how the Province is faring.. I am wondering,In the burden of work that
these gentiemen had to dq when I was there and the situation as it existSTA
today, I question %hether this can be kept uﬁ adequatelyjbecause i was not by
an means satisfied that it was being done well or as it should be done when I
was there.

l For instance in the staff, the central accounts division In that depart-
ment came under great criticism from the Auditor General. Year after year we:
have seen the Auditor Generals report criticize the activities of the Departi-
ment of Fimance . @e know there was an gwkward session here in the House
iast year and aéain some very awkward questions were ask this year. The Auditor
General himself complained that he did not have sufficient staff. I note In the
estimates here that he is getting a few more staff this year. The central

accounts division’which was the division of which the Auditor General was most
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What it all azdds up o, Mr. Chalrman, %s that, speaki
- ¥ 7 Ey

Department of Fipanceyi can only reiterate that It

of the whole of Government in zo far as presenting

o
=]

Government 's operations and how we are coming oul and I
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MR._EARLE:

that the records and the defails given to

that they can be aware cof how i

are headed throughout
ligws

sufficiently pald atvention to. These

keep the records before the Government

the Government pays striet atienticn 1o them.

V’;.,_%GSBIE: My, Chairm

generally and My. Chail

the field of finance sor

Now, Mr. Chairman,

H

four years you will see

made in the estimates of this Sovernmant

amounts of the money beorrowed. Th

are almost 2l sinking funds thar
1949 and 1966 or 47. Increasingly In the

ment is borrowlsng money on the basis of

without any provision for sinking funds

providing year by vear for any contrlbul

When these leans fall due they are going fo have o be pald

are not going tc have any ressyve, we are not

in sinking funde to help meet them., Now, ¥y.

in 1971 or 72 or 73 or 74 get $30.

issue that is coming due, &

g0 out to the financial markets of the world

$15. million to repay that lean that iz voming dee

the -~
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MR. CROSEBIE: in doding thai the Govermment of thar day,

unlikely the Government now sitting opposize us, is goiny Lo have o be

)

boryowing for iys own purposes. Toy

"have to be borrowing the twenty-five, That
ig needed fust to keep the Provimce standing still.
Lo oo-is the Sovermment worried sbeoul that? Ko, the Coverpment iz wot

worried about the problem that is goln

worried about are the problems of the womeny.

or week to week at the wmoment. Borvyow thras vy

- money, bovvow £ive yeayr
1, . 5 ¥ I v Ty e U SR R
money, boerrow it im Deutschemarks, borvew 14 iz Eurcs-dollays, Dovwow LT is
any kind of curvency zs long as wa can gel 1t for our puLrposss now. Agres
to eight per ceni, nine per cant, ien

worry about how it Is going te be pal

to have to be paid back from 1%71 tw i974. Do wor provide siunkisng Zonds.
This is going to be a very seriouvs problem for the Gove?nméﬁt thzt ig in office
from 1971 to 1974,

v The soaly great words of wisdom we have héar

5,

about thet 4100 million, iz tnm,;w did not hea

%

™ : .
we heard them on a radio pyrogvam,) Thers

is norhi

over, just roiled ;& over., We will just borrow money and pay borreved
money,which brings up ancother point Mr. Chalrwan.

MR. HICKMAN: Roll me over lzy me down and do it agaiﬁi

MR. CROSBIR: Exactiy, that is the tune. Roll we owver. Thei is woll over

the bonds. My. Chalirman, I think it

nd ilastes

o
i

the method of accounting iz had usad since 1949,

fund repayments down in current account, wove Them up o

i
RV
ot
e

sinking fund payments this year are going O be in excess o
money is in current account and we are golpg &0 borrow $10 million shiz year
to put into Chose sinking funds. Thai iz the effect of i1y In gapitsl sccount.

We are going to borrow, in sther words we arve not, we do noi generaie now

enocugh current vevenue to help meet our debis. The payments of sink
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are no longer in current account where Lhey would have to be pald
sinking funds where that momey would have to come from cuvtent sccouat

revenue. The sinking fund payments are now up

Government did not wani to show a tremendous curreni zoecunt deficit.

oue

odd thousand.

Sinking fundsy $1i0, 137,100, is going to have to bHe borrvowad this

year in capital account to be paid in ihe

this iz the methed of accounting we ave golang to adopt now, this Provincs will

never e in any ofher positdon than borvowing to repay 1is wpast borrowipes,

and berrowing t£o pay ifs past borrowin

]
Gy
Gr
[y
3
£

funds to meet past borrowings. That 13 what has hapsenad., If ¢hat 310 willics
were down in current account whare it should be, the Govervment could nob come
into this House this year and pretend there was going to be & current zoocount
surpius of $1.5 million. They would have to show 2 curren®t aceount deficit om
the estimates of $8.5 million. The deficit for the year snding March 3isi.,

1969, if that change had not been made, the deficit on curgent

fis
]
{3
[&]
[nd
=}
re
-,’.:‘:
&
ford
fa

not have been 33.2 milliicu, it would have been avound $12 million.
The Govermment Is not worrled abour rhat,as long as it can appear fo

;

the public in Wewfoundlasnd that we have not a current aceount deficis, what

I

difference? Let us put sinking fund payments wp in capital account &6 we

not have a current sccount deficit. There was & gquesilon asked fo

and answered today Mr. Chairman,zbout whethey or not the Hawiow

Montreal any monies at all. It is question 515. “What is the amount of any
demand leoans or other indebtedness of the Goverument to the Bank of Montreal

and whst is the interest rate charged? The answer) we do not owe the Bank of A7 07
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Hontréal any money:or words to that effect. Question 227, which was on the
Order Paper of March 10th., askaed whether there was an overéraft‘Of the
Government at March 3i, 1969 and the answey was thet there has vever been an
~overdraft. Part (2} of the question was, ‘Bt March 31, 1970, what Is the
indebtedness of the Government o the Bank of Mongreal with respeel o any
overdraft or loan account of the Goveyrmment with the Bank of Montresl, and
at the same date, what is the amount of the indebiteduness of lovernment Crown
Corporations, commissions or any Government agency v the Bank of Montreal or
any Canadian chartered bank with reference to overdrafis or loan zccounts of
those agencies with the said banks?' -

The answer given, was that the Governmen:t owed the Bank of Hontreal
$14, 859, 670. at March 31, i970. Are we to understand from the answer o
the guestion, given today Mr. Chairman, that this $14;859, 676, Bas beexn
repaid? That we do not today owe the Bank of Montreal, the Province’s bankeér:
any amount of money at all? If rhe answer is yes, it is havd to believe. It
needs an explanation. How was the $14 million vepaid? As part of guestion
227, it was asked;''what is the amount owed by the Government Crown Corporations
and so on in connection with treasury bills or motes or shert jerm indabtedaess
having the term:six months or less?” Treasury bills, 34,69?9000,, that was the
Government, and the Power Commission $3 miilion. That is the only note L
have on that answer,

Mr, Chairman, I say that this Covermment owes Canadian Chartered
Banks today, must owe Canadian Chartered Banks today some momey and the Bank
of Montreal in particular, and zhai it must be paying to the bank thz prime
rate of interest which Is at ieast mnine per cent or nine and 2z half per oeni.
Despite this, the Government has made 2 loan to the Newfoundland Industrial
Development Corporation to the Franklyn Bank down in New York, the Framkiyn
Bank, a deposit of $i miilion and the Government is receiving six znd one
quarter per cent interest on that deposit. Wow what kind of financizl madness
is that? A Government that borrows on fZhe one hend 51 wiilion, o=n which it
has to be paying nine or ten per cent and loans it om the cother hand to a

=
bank down in New York where it is only gettlng six and Onme quarter per cemt ‘é 4 3

Do
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for ite money. What is the financial senss, the economic sense, or any kind
of sense to that?

Why should we have a deposit, if we has a spare 51 miiiion, why
- would we net reduce our loans Mr. Chairman and save the interest? Ave we Io
understand that as of todays date this Sovernment does nol owe one cent in
shere—tern indebredness? Nol one cent im Ureasury Bills?! HNoi one cent that
is on money that is on call for six months or under? WNot one cent fo a bank?

It is ineredible. If 1

©

is true, we would be delighted o heav about it and
how it was done. TFourteen willion and zome odd dollars owed the Basmk of
Montreal the end of March and the interes:t rate wusi be nine or ten per cent
Then there is this 51 million down in the Frankiyn Bank, is it down there
legally? Is it a contravention of the Revenue and Audit Act or is it nodt?
Surely the Minister of Tinance must be advized on that,

Why is 4r there? Is 1t down there o keep the New York ??aﬁklyn
Bank sweet on Mr. Shaheen? Is that the purpese of it? Unheard of.

Mr. Chairman, when you consider the finances of this Province, just
consider this, that 2 member of this House, in fact wore thar one member,
several members tabled questions in March. The Order Paper of Februayy 23zd.
the hon. Leader of the Opposition tabled a similar one. I tabled a question
asking the Minister of Finance, at January 1, 197G, what is the amount of the
grose funded debt’of the Province less any sinking fund. What is the awount
of the net fumnded debt of the Crowa Corporvations invelved in lease-backs?

What is the amount of direct unfunded debt under the headings of Bask overdrafy,
temporary borrowings, due on new Toad machinery, due on road building contracts,
due ou hospital equipment contracts zand other unfunded debtsi

4s of January 1, what was the amount of the Government debi under
the following headings: Guaranteed debenturs debt with reference Lo
municipalities? Guaranteed debenture debf other than with vespect o
Newfoundland municipalities? Guaranteed bank loans for Newfoundland munieipalities?
Guaranteed bank loans for other than Newfoundland municipalities? Any other
guaranteed debt? And as at the same date what was the totsl amount of any

commitments given to guarantee debts in the future?l 4753
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The Minister of Fipaace Mr. Chairman, refused to answery that question.
He refused to answer the guestion as to what the debt of the FProvince was in 7
January 1970. A Minister of Finapce that refuses o rell the members of this
- House, and through them tiie public,what our indebtedness was on January the
fisrt 1970, . with the contemptucus answer " this will 211 be in the Budget
Speech." We have all seen the Budget Speach, we have vead it and digested it
gone over it page by page, line by line, word by word, and there is not one
syllable in the Budget Speech as to what cur indebiedness iz at January 1,1970
or March 31, 1970, or at any date. What is the secrei?

¥ow, the Auditor General’s report shows us whah the debt was the
year ending March 31, 1%69. Why should we have to walt,Mr. Chalrman, £ill
January or February or March 1971 o discover what our debt was at January 1,
19707 We should not have to. Wiat is the big secyet?

it has o be in financlal prospectuses. There is a $15 million loan
the Goverament borrowed there in March before Mr. Groom went. Mr. Groonm waved
his magic wand and got $15 willion over in Europe. There has to be 2
prospectus when there is a bond issue,My. Chairman. That informagion has to
be given the Investors, the pecple who are buying the debentures. Why not to
the members of this House?

There was a question asked about this $15 million loan that was
negotiated in Maréh. The question was tabled on April 10th., the guestion
number 365. Did the Government recently borrow $15 miilion in Europel? 1f so,
what is the term of the loan? What is the interest vate to be pald in
comnection with the loan and is there auny provision for a sinking fund in
conneciion with the repayument of the ican?” Not one ayliable, not one syilable
tabled in reply to that question ¥Mr. Chalrman. Iz was tabled April 10th., this
is May 2ist. No one can tell me that the officials of the Department of
Finance need five weeks to search out an&ndiscover what the terms of the loan
were that they negotiated in March. They know that immediately. What has
happened te that reply? 1Is that another reply that did not get to the Premier

80 he canbot table 1t?
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MR. SMALLWOOD: That is right, I have nof recelved it.

MR. CROSDIE: Well, 1f the hon. the Premier has not received it I say shame

on the bepartment of Fimance that they do not know the terms of a loan they
negotiated in March if they cannot aaswer that question in ten or fifteen
'minutes. Was the amount borrowed? Yes or no that is ail. What is the term

of the loan? Five years, four, three,two, one. What iIs the interdst rate?
Nine, ten, eleven, fiuctuating. Is there any provision for a sirking fund?

Yes or no. The Depuly Minister of Finance is in the House tonight, Mr. Speaker,
he can answer all those gquestions right now, vight this minute. He does not
even have to research it.

Part two of the questicn;aif such a loan has heen arranged by the Govern—
ment recently are the proceeds of this loan to be used in connection with
eapital expenditures or deficits of the Govermment duting the financial year
ending March 31, 1970 or is it for the next financiai vear?” Nothing could be
simpler, yes or no, {3} In connection with the loan, who acted on behalf of
the Government to piace it? What commission did they get? What were the
amount of legal fees if any paid? Vhat were the total expenses of the Govern-
ment? All that is obtainable in the Department of.Finance. A half hours work.
{4) “Were the debentures of the Government cr.other legal obligations seold at
par or below par, were these bonds scld at par or below par? What price were
they scld for? What was the effect of yield to the purchasers?'}That ig all.
Now any officizl in the top echelon of the Department of Finance can answer
that question, Mr. Chairman, in half an hour, definitely no more than half an
hour but we are not given it. It is not tabled in this .House. Forty-ome éays
have gone-gy and we are not given that information.

Another question, Mr. Chairman, question after question and someboedy has
the gall to get up in the House and say they answerad 370 questioms ocut of the
515, answered them. Another que§tion.for the Minister of Finance,”in connection
with Government debt and s$o on what are the amounts of repayment of principal
that must be met by the Government or amy town corpordtion between April 1st,
1970 and March 3lst, 1973 showing the total prineipal repayments during that

period and the amount each agency is liable for?” In connection with the above

47355
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MR. CROSBIE:

what a%e the amount of sinking funds available to be used towards meeting those
payments? “ That guestion was asked the beginning of April, no answer: Just not
answered., The Government does not want to answer, The Government hopes this
session of the House will close wirhout having to answer these questions and
that we are going to forget rhem. Well, we are not going to forget them.

AN HON. MEMBER: He 1is being repetitious again, Mr. Chairman.

MR. CROSBIE: The hon. Ministers presence ip this House is quite repetitious
without his butting in. The hon. Minister might think it is repetitious but
you cannot repeat too much some of the things that are happening here.
MR. WELLS: The hon. Minister would not know anything about that kind of thing.
MR. NEARY: If we get stuck the hon. member will give us a loan.
MR. CROSBIE: Which hon. member?
MR, NEARY: The hon. member who is speaking.
MR. CROSBIE: Do not look to me my friend. If I had the money 1 would loan it
to myself. The hon. Minister is in a very dangerous profession and he would
not be safe to loan money to because he could be out of office within the next
year and a half, You know that is cne of the first questions a Finance Company
asks. What 1s the stability of your employment? And the hon. Ministers is very,
very unstable, very uncertain.

Another gquestion asked, Mr. Chairman, it was tabled, I think, in March.
aWhat were the names of the owners and operators of hotels or motels within the
Province to which the Govermment has given financial assistance by way of loan
or guarantee, Sshowing the amount and the date and so on? " Not answered, no
answer to that. Here is an interesting question not answered. “In comnection
with the Crown Corporation known as Hotel Buildings Limited, for what reason has
the said Crown Corporation made an investment of $200.00 in Bally Haly Golf and
Country Club? " What 1is the Crown Corporation doing investing $200.00 in Bally
Haly Golf and Countyy Club? That is what the balance sheet shows to March 3lst,
1969.
MR. NEARY: How about the Marble Mountain Ski Club?

MR. CROSBIE: If that was reported by the Auditor General I would ask sbout that.

4755
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MR. CROSBIE:
$200.00 that the Crown Corporation has invested in Bally Haly, now who wanted
to play pelf, that is the question, or curl? Wow that would not take long to
answer. Another part of the question,nhas Hotel Buiidings Limited or the
Government entered into a contract with Atlific Newfoundland Limited covering
the operation of the hotels and if so would they table 1t7”
AN CHON, MEMBER:  Who is Atlific?
MR. CROSBIE: Atlific is, we will have to ask the hon. friend from Rumber East
who Atlific is.
MR. WELLS: 1 have no idea.
MR, CROSBIE: "It is the company that coperates the Holiday Inns hotels which are
owned by Hotel Buildings Limited, a Crown Corporation. If so, will the Govern-
ment table a copy of the contract in the House of Assembly? *No answer. This
was asked the baginning of April. No answer. Now if there is a contract why
cannot the Government table it in this Housé of Assembly so that we can see
what the arrangement Is between the Crown Corporation and Atlific Newfoundland
Limited? 1Is it something to be ashamed of? Ig it such a poor bargain, such a
poor agreement that the Minister of Finance does not want the members of this
House or the public to see i:r? Answer is; yes it is such a poor bargain, yes
it is such a poor agreement that the Government does not want the members of
this louse or the public.to see 1t. That question was not answered. 4What is
the amount of the investment_of the Government or any agency of the Government
in Hotel Buildings Limited? * Another question with its various sections. *Has
Hotel Buildings Limited or the opervators of Holiday Inms, Atlific Newfoundland
Liﬁited, made any contribution todate for the Government or any Government

i
towards the cost of meeting annual paymencs and principal and interest reguired
in connection with the investment. of the Government znd Hotel Bulldings Limited?”
That is not answered.

Any competent official In the Department of Finance can prepare all the
answers to those questions in an afternoon. There is something gone wrong in
the pipe lining that goes hetween the officials and the Minister 1if the Minister
has not the answers te table here.

MR. NEARY: There is something about Newfoundland lease-backs I want to hear.

4757
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MR, CROSBIE: I will tell that hon. gentleman aboub quite a2 few things if he will
'just listen. He wants to know about lease-backs, ves I will tell him about
lease~backs, I will do that.
MR. NEARY: The hon. gentleman do nmot have to ask us about lease-backs, we have
all the answers,
MR. CROSBIE:" Yes, good and I am glad you.have got the answvers. Now perhaps the
hon. gentleman will tell me about Atlantic Brewing? Let us get down to Atlantie
Brewing next. Those are some of the questions that were not answered,
Mr. Chalrman, and still not answered. In adéiéion to the borrowing the Newfound-
land Government is doing direct, it is guaranteeing all kinds of borrowing. Here
is an answer to a question. They are borrowings by the Newfoundland and Labrador
Power Commission. April ist, 1967, December 31st, 1969 all guaranteeded by the
Govermment, in that two year period $123,156,000. BHorrowed from April lsé, 19269
to December 3let, 1989 - $32.5 nillion., There 1s borrowing going on in every
direction,‘direct and indirect.

Royal Commissiens, this is the Department, Mr. Chairman, that deais with
Royal Commissions., ¥ will wailt until we get to the Reyal Commission item to
speak on Royal Commissions and the money that is being fired away by the
Government on Royal Commissions that they are ignoring, absolutely ignoring.
There was a motion put in the Order Paper here, Mr. Chairman, and the hon.
member for Burin moved that a select committee be appointgd to consider the
reﬁort of the Auditor General and the public accounts for last year aund it

came -
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MR. CROSBIE: and it came up for debate, the Government voted against it,
despite the fact that the Auditor Generzl has put in this report which
indited the Government in many respects. The Government voted against
that resolution, and moved one themselves the next day, that is still on
the Order Paper. 35till on the Order Paper.
ﬁotion No. l,d%he hon.Miaister of Finance to move:that Mr. Speaker
do appoint a Select Gommittee of this House to consider the report of the
Auditor General and the statement of the Minister of Finance thereon and
to report to this House and that the sald Select Committee have permission
to sit duriag the sitting hours of the House.” Thar was the motion, never called
since then, that has been on the Order Paper I believe March., Yes, it was
March before we adjourned that has been on the Order Paper. Not brought
kefore this House, the Seleci Committee not appointed, why not? Because the
Govefnment never intented inm the first place to have any Select Cormittee
or may committee,
MR. CHAIRMAN: Order, pleage,
MR. CROSBIE: My. Chairman, this was the motion of the Minister of Finance
on the Order Paper.
MR. WELLS: Failed to bring out.
MR. CROSBIE: Ang this is the report of the Auditor General reporting om the
‘:fiﬁancial Year enéing March 3}st. 1969, Well there is no point going
- Ehreugh it éll, the righ£ place for this te be done is in a committee, a
Standing Committee of this House, that should svery year receive the Auditor
| Gerneral's report and then go through it with the Minister of Finance and
other offlcials. But this Goyernment has stubbornly refused every year to
permit 1t.
¥ow, I am only pgoing fo refer to one item in it, and that is an
item on Atlantic Eﬁgwing Limited. Oﬁ page 20, Item 60, the Auditor Genera;
said, that during tourse of the sudit of the accounts of the Newfoundland

Liquor Commission,for which the Minister of Finance is responsible,for the

4738
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MR. CROSBIE: ended Mayrch 31lst. 1969, it was ascertalucd that the
Comnission’s profit on sales of beer coliected by Atlantic Brewing Company
Limited amounting to $373,852.13 has not been received by the Commission.
I was informed that the company c¢laimed that it was permitted to retain
this profit under an exemption or concession granted by the Premier for
purposes of encouraging the establiishment of new industeries at
Stephenvilie. In subsequent discussion.with the Department of Justice,
I have been Informed that no legisliative authority for this exemption or
concession exists, and that in consequence Ihe Commission had caused a
writ to be issued against the company in zn effort to affect recovery
of the amounts owing. “Profits of the Newfoundland Liquor Commissiog are
public money, and the non—reseipt of the amoungas well as a doubtful wvalue
of the writ that has been issued, comstitute in my opinien a potentlal loss
of public funds.” That is what the Auditor General sald, it was one of thé
items in his report.

The question was put on the Order Paper, Mr. Chairman, sbout that,
Tha; question asked:éid the Premier inform Aflantic Brewing Company Limited
that they had an exemption or concession granted by the Government, exempting
them from paying the profit of the Newfoundland and Labradér-Liquor
Commission on_ sales of beer, as claimed by Atlantic Brewing Company Limited
and as reported in Item 60 of fhe Report of the Auditor General of the
House of Assembly for the financial year ended March 31st. 1969?h The

answer the Premier gave, the Premier gave the House,was "no', that he had

p
not informed Atlantic Brewing Compary Limited to that effect. If any

such exemption or concession was granted or reported to be granted by the
hon. the Premier, was it in writing or verbal only?” That did not follow
because it was said. that it had not been granted an exemptien. Was an
order-in-Council passed?’

There was an subsequent question tabled in the House, and it is number

247, Mr., Chairman. it is worded differently. “Bid the Premier inform Mr.

- ABGD
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MR. CROSBIE: John O'Dea of 5t. John's by a letter dated December 30th, 1966,
that in connection with the new Brewery proposed for Stephenville there
wouldagh exemption from taxes of the Newfoundiand Government zand in
particular that there would be an exemption from the taxes imposed by the
Board eof Ligquer Control amd then amounting to $2.17 per case of beer sold
or shipped from the plaut?” Now it is different wording, not did the Premier
inform Atlantic Brewlng Company Limited, Mr. John O'Dea one of the
principals : in it. That question has not been answered vet, Mr. Chairman,
for some Teasen. I say that the Premier d4id inform Mr. John O'Dea by a
letter dated December 30th. 1966, that there would be an exemption from
taxes of the Newfoundland Government, and in particular an exzemption from
the taxes imposed by the Board of Liquor Contrel, then amounting to "$2.17
per case of beer sold or shipped from the plant.

In 1966 the profit or the c0mmi§sicn of the Newfoundland Liquor
Commission on every case of beer was $2.17. Now the breweries of Newfoundland
act as agents for the Government in delivering and selling beer. The
Government owns the beer once it leaves the breweries. And they had to add
on to the price of every case of beer what the Liquor Commission tells them
to add on. In 1966 it was $2.17, it is now gone up to $2.49,'Ehat is
what it is now. Ané I say that the Premier informed Mr. John O'Dea, by
letter, that ihe taxes imposed by the Board of Liguor Control and presently
amounting to $2.17 per case of beer sold or shipped from the plant that
their beer would aot be subject to that tax.

" Now in the Premier’s letter he described it as a tax of $2.17, it
is not technically a tax, it is a commission or a profit, In the Alcoholic
Liquors Act it is called a commission. It wasrknown by the person who
asked the gquestion, and the person who answered it or who did not answer it,
what is meant, or the person who got the letter. It is called a commission
in the Act; it ig really az tax. It is really the Government taxing, and

the Atlantic Brewery was informed that they were exempt from this $2.17.

4851
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MR. CROSBIE: In otherwords they were led to believe that they could sell
their beer in Newloundland and collect $2.17 per case from the publie

and keep 1t, not turn it over to the Government, keep L. The other three
breveries would have to collect the $2.17 and turn it over te the Government,
but Atlantic Brewing was led to believe that they would collect the $2.17

and keép it for themselves and not have to turn it over to the Government.
That is what the letter led them fo believe.

Now, Mr. Chairman, it is obvious what happened, 1t was later discovered
that the Premier could not exempf Atlantie Brewing from that profit or
comeission of $2.17, He could not do it, he did have the legal authority
to do it. The Alcoholic Liquors‘Act would have had to be amended to do it,
That was never done, and I say further, Mr. Chalrman, that exemption.never
came before the Cabinet. But this is the reszson why Atlantle Brewing were
allowed to operate for thirteen months and not one attempt was made to
collect the $2.17 later the $2.49 per case from them, because they were
told they had an exemption. And the Premier would not allow it to be
collected,

. Now what is the result? The result is that the Government is owed
some $400 and some odd thousand dollars. The writ issued on October 27th.
1969 for $407,361.59, Profit of the Newfeoundland Ligquor Commission on
beer sold by Atlantic Brewing Qompany Limited to persons licenced by the
Newfoundland Ligquor Comﬁission to sell beer and to other persons. And
then it goes on with more details. That this money was not turned over
to the Newfoundland Liquor Commission from May ist. 1968 to May 1st. 1969,
343,261 and one~half dozen bottles of beer on which the commission is owed
$407,361.59. - |

The Minister of Finance is responsible for the ‘collection of that
money. And under the Alcoholic Liquérs Act, Mr. Chaiyman, under that Act
the Brewery must turn over to the Newfoundland Liquor Commission,by the
middle of the following month,the commission it has collected in the previous
month. In othedmsrds what 318 collected for Januwary it must be. turned over

on February 20th. to the Newfoundland Liquor Commission, and i1f you do not
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MR. CROSBIE: turn it over they are on your docrstep knocklng on the door
to get it. That is if you are ene of the three established breweries.

But Atlantic Brewing are allowed to go thirteen monthsnwithout paying it
at all.

MR. HICKMAN: The Hrewery is going tec reopen.

MR. CROSBIE: I hope the brewery does reopen, but it has got nothing tc do
with the reopening. I am talking about the commission that every other
brewery has to pay in this Provinhevﬁcnies that belong to the Government
of Newfoundland, Atlantic Brewery was allowad to retain and keep and told
that they had an exemption from paying that tax. A letter from the Premier,
December 1966, not authorized by the Cabinet,

MR, WORNELL: Inaudible.

MR, CROSBIE: Under the Bankruptey this is a preferred claim, but not a
secured claim, I do not think.

Now, Mr. Chairman, &hen the original question was asked was any
communication directed to Atlantic Brewing? It is true it was not Atlantic
Brewing Company Limited that was written, it turns out it was Mr. John 0'Dea,
before that company was incorporated. But there is a difference between
ayswering the exact literal words of a guestion,(we have been around}answering
the exact literal words and answering what is obviously intented and meant
by the guestion, These are two different things, and while that was literally
correct, there was no jetter written to Atlantic Brewing Company Limited, )
there was a letter written to one of the prineipals of that company, who
was going to establish the brewery at Stephenville, stating that they had
an exemption from the tax of $2.17 per case on beer. That is poor
administration. It is not the way to.administer the affaixs of this Province.
And if the Government had had the power to give the exemption in my view
it would have been wrong.

Here you have a situation where you have three breweries in Newfoundland

manufacturing beer and employing a few hundred people, which have been
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MR, CROSBIE:
here for wmany, many years, they had to turn over $2.17 or $2.49 from every
case of beer they sell, they must turn over to the Government, but a
competitonrrwas going to be permitted to come into the Province, sell the
beer for the same price, but keep the $2.17 or $2.49. How is that for
competition?
MR. MURFBY: Nice work If they cam get it.
MR. CROSBIZ: Yes, I agree with giving incentives, Mr, Cgairman, to help
industry establish in Newfoundland, but not Incentives that are going to
put under the industeries that we all ready have in Newfoundland, what is
the sense or point of that? HNot only that but a new modern brewery will
have far less employees than an older brewery, because of the new machinery
: does

and the new automation and the rest of it, it just 4 mnot make any cenge. .

Now there was a Minister of Finance, and the Hinister of Finance was
responsible for collecting that money ox¥ seen that the Newfoundland Liguor
Commission did. And the only reason that can be giver for the fact that he,
the ministerbdid not do it. was,he must be under orders mot to do it, because
there had been this exemption attempted to be given, or the minister did
not know anything or there’ is - something wrong with the situatiou.

There is another alarming thing about the estimates toc, Mr. Chairman,
the estimates -
MR. MURPHY: Would the hon. member think that legally, can that firm be
prosecuted in view of -
MR. CROSBIH: I do not know, that would be.a question for the court to
decide whether they had a defence, You see the letter said that tax of 32017,
instead of saying the commission or profit of the Liquor Commission on
beer, it says the tax, it wrongly calls it a tax. Well they would not
have a defence, you see, because the Government could not legally do it,
the Premier had no legal rights to grént them the exemption, nor did the

Government without this House amending the Alcoholic Liquors Act.
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MR, CROSBIE: Another alarming feature of the estimates, Mr. Chairman,
that has to do with the Minister of Finance is this, his optimistic
projects of how our revenue is going to go up next year. The minister
gays that the personal income tax collected by the Newfoundland Government,
he sayg thaﬁ last year $19,232,000 was collected by this Province in personal
income tax received by us, but this year, the year we are in now jthe
Government 1s going to get $5 million, just about $5 millien more, He
estimates $24,029,000, Kell what explains this over twenty-five percent
increase in receibts from the personal income tax this year., Where is it
coming from? Why? There was a glight rate increase last year, but that
is going to bring in anything Iike $5 million’ The Minister of Finance
presumably will now explain how he is going to get 35 million in extra
income tax this present year.

Another thing I do not understané, and I know there must be an easy
explanation, was mining tax and royalitles went down this year by almost

$1 million from - the revised estimate for last year is $3,490,000, this

yvear the estimated mining tax and rowalities are only $2,552,000. Now
there is probably some simple explanation, but it needs to be explained.
Tax equalization is estimated to go up, this amount we receivedrfrom the
Federal Government. is estimated to go up $6 miliion this year. How is
. the estimate arrived at? Would the Minister of Finance mind telling us that?
I do not like tcf%nterrupting him, but it is a question, how 1s the tax
equalization going to go up by $6 million this year? We are not going to
get the answer 1 suppose, I do not know why I am asking the question. I
think T will give up. Will I give up?
MR, MURPHY: Surrender,
MR. CROSBIE: Just for that I will not give up. I will go on asking them,
although we do not get the answers.

Reveﬁue ~ Sales and services, trading profits of the Newfoundland

Liquor Commission.
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MR. SMALLWOUOD: 'iIf the hon. gentleman would sit down for a minute, I

would give him a number of answers, and then he can start a new batch.

MR, CROSBIE: Now this is my last question, Mr. Chairmgu, the last gquestion
I have is this, trading profits of the Board of Liquor Control the
Government Estimates are going to go up from $14,3 million last year

to $15.8 million this year, that is $1.5 million increase, now is that
iikely in view of the fact that thisjcertainly not yet anyway,is not a very
prosperous year, in fact it is the reverse, whar leads the Govermnment £0
expect that their revenue from beer and liquor is going to go up $1.5
million this year without any tax increase? There, I think that will about
do 1it, .

MR. MURPHY: A half a million in the Budget.

MR. CROSBIE: $1.5 million in the estimates.

MR. SMALLWOOD: Mr, Chairman, the mining rovalities for this year, which

of course we received in respect of last year, mining royalities are paid
to the Government for the year after they were contracted, will be §2.5
million or will be substantiaily less than we estiyated last vear, because
of the fact that there was a strike. I had a study made of the loss to
the Treasury of this Province resulting from that strike and it is $2.5
million. The Treasury of this Province will lose this year in respect of
last year $2.5 million on account of the strike, direct and indirect. There
will be that mueh less money come into our Treasury this year, than would
have come in this vear, if there had not been the strike last year. It is
always paid in arrears, the royalities for last year are paid this year,
the royalities for this year will be paid next year. So we are receiving
into our Treasury this year $2.5 million less than we would have received
from Labrador Mining Ente;prises had there not been a strike.

Let me say this, that there are still twenty questions outstanding
in the Department of Finance. There are twenty questions they still have
that they have not answered yet, I was just tald a minute ago. 1 was

also told something interesting, that rather surprised me, and that is
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MR, SMALLWOOD: that 4t 1s the practice in the lDepartmeni of Finance

among the officials to answer the guestion seriatim, they answer number
one first, and then they answer number two, and.then they answer number
three, they take them in the order of their numbering on the Order Paper,
and by that I would assume that the twenty questions that they have not
answered are the last twenty that were asked, this may not be down to the
last detail,but this is approximately, sc I am told now, this is approximately
what happens.

Now et me talk about the money we owe the banks, I said here,today
or may be it was yesterday, thaf we had no over—drafts at the §ank or
banks,which is coryect, and that there are no demand loans at the bank or
banks, which is correct., Now I did not say, or any othey indebtnesées,
—but what I ssid was there was no over-draft, there were no over drafts, there
is no over draft at any banks, and there are no demand loans at any banks,

The only money we owe the bank or

43857



May 21, 1970 Tape #1964 Page 1

MR. SMALLWOOD: pg you know,the amounts at this moment are to the Banlk

of Montreal, two loans. One for the purchase of shares we bought, the
Government bought In Churchill Falls Corporation. We bought shares
to the extent of about $10 wmilljon. Something in the order of $10 millien.
The Bank of Montreal financeé them, and lent us the money with which
to buy those shares. We owe that money. We have not paid. We have
found other things that we considered to be more important to finance,
than the financing of those shares. The Bank owes the shares for us,
and we owe the Bank, and we pay interest on the loan.

Also Mr, Chairman, we owe the Bank an advance they made to the
Steel Company, and the two together, that is $2% million. So it is
approximately $12% million we owe the Bank of Montreal, and we oWe no
other Bank anything in this Province.

Now in connection with the deposits we have caused to be.placed
in the ¥Franklin National Bank in New York. May I Bay this in the first
place? That the Franklin National Bank is one of the big banks of the
United States. This of course makes it one of the big Banks of the worid.
And that is the Bank that advanced the Newfoundland Government a loan
of §5 million, to do the bridge financing in commection with the 0il
Refinery at Come-by-Chance. We borrowed $5 million from that Bank, and
we made a‘deposit. The Government made a deposit of $100,000 in that
Bank, that same Bank — we have $100,000 there now on deposit drawing
interest. We caused 31 million to be lent to that Bank, or not lent to
it, but put on deposit., It is our account. It is our money. -Instead
of lying on deposit in a Bank here, It is lying on deposit in a Bank
in New York, the property of the NIDC. Newfoundland Industrial Development
Corporation. A Crown Corporatien. A Corporation wholly owned by the
Government of Newfoundland, and tﬂat Crown Corporation keeps $! miilion
on deposit in the Franklin National Bank. Now the question may naturally

enough be asked, why is it we have these two deposits, our woney belonging
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to the Treasury of Newfoundland on deposit with Frankiin National Bank?
And the answer is this. It is almost the universal practice in the
United States, and it 1s a common enough practice in Canada, but a
universal practice in the United States to place deposits in Banks from
which yoﬁ borrow money.

Now commonly across Canada, the way it is done is, that if you go
and borrow $1 million from a Bark, they lend you perhaps $800,00(3, And
the $200,060 is left in the Bank on deposit. This is 3 commonplace
practice both in Canada and the Unized States. But when we borrowed
the $5 million from Franklin Nationzl in Wew York, they did not demand
from us any deposit. And we made no deposit. The deposit we made at
first of $100,000 directly frﬁm the Treasury, and subsequently $i million
from N.1.D.C. were made subsequently, a fairly substantial period of
time after they had made the loan of $5 millien to this Government.

I say this is a commonplace practice across Canada, and a universal
one in the United States. Now with regard to the short-term borrowing
done by the Government. It is I suppdse now, common knowledge in New-
Foundland, and certainly in the other nine Provinces, it is common knowledge.
And it is universal knowledge in the United States that there is such
a thing as tight_money. There is such a thing as shortage of money in
the world, in the European world, and the North American world, a shortage
of money. A scarcity of money! Though there is more money than there
ever was Since time began, but there is a shortage of money compared with
the need or the demand-for money. In that sense there is a shortage, and
& shortage of money compared with the demand for it, has sent the cost
soaring. This is what we call tight money, meaning really, expensive
money. And when money is expens;ve, interest is high. 1In cther words
it is dear money, it is expensive money, the interests rates are high.
When moﬁey iz dear, when money is tight, it is a poor time to borrow.
Normally a Govermment goes out and borrows for a period of fifteen years,

and we have had many loans in the past for a term of twenty years. And
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we have had loans for twenty-five years. The trend in recent years,

in the last decade or longer, has been for rather shorter terms than

twenty years and certainly much shorter than twenty-~five. Fifteen vears

now or even twelve years hasg ﬁecome a commonplace term for bond issues,

But, if we went out In a time of fight money, expensive money, high rates

of 1nterest}and borrowed for fifteen years, if we could get it for fifteen

years, assuming we could get people to lend money for sc long a term

as thatf if we could do it, we would be tying ourselves to the present

high rates of interest, for fifteen vears. So what is the practical

thing to do? What is it that Governmments have done all across Canada?

What have they done? What have they done down in the United States?

What have Governments done in the past two years, since money waé expensive

and scarce{ What have Gévernments done? What has this Government done?

It has done exactly what Governments have all done ~ borrowed short—term.
If you have to pay a very high rate of intérest for the money vou

borrow, then borrow it for a short-term as possible in the belisf, in

the belief, indeed in the confidence ihat when it falls due, you can

;cll it over at a much lower rate of interest. Now what you are doing

of course ig taking a chance.Two, three yvears from now,‘intarest rates

will not be as h;gh as they are now, that they will come down. This

is the belief of the financial world right around the world, that interest

rates must come down. They cannot stay up at the very high levels. wheve

they are, where they have been for the past year or two years. There

wag a time when American business men were going over to Eurepe, and

this is a difficult thing to comprehend, but it happens to be Tre.
Business Corporations ;f the United States were going over to Europe

and borrowing Euro-dollars, that is American dollars. Eurc dollars are

United States dollars. But they are United States dollars in Eurzope,

that companies over there have earned and kept and put on deposit in

their own Banks, in Germany, in France, in Switzerland and the other

countries of West Germany. American dollars on deposit in Eurcpean
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Banks, LEurc-deliars, U.S. ddliars, Euro—dollars. 4nd hundreds of
American firms in the past two years have gone gver to Europe and borrowed
American dollars in Europe and paid up éo fourteen percent intevest.

But they would be short-term loans. Fourteen percent Mr. Chairman!
Fourteen percent interest! It dropped to thirieen, to twelve., It
dropped to eleven and to ten, and it dropped to nine, and you can get
money in Europe today for around mine percent, maybe a bit more, beiween
nine and ten. And it was fourteen. It is within the past two years

that the rates have gone skyhigh. At the present time. -~ the Canadian
prime vate dropped .2 half point the other day down to seven and a-half,
The Bank rate dropped one percentage point down to seven percent. It

was seven and a-half.

Now most financial advisors, the Banks in Canada, our financial
advisors, and will the Committee please bear in mind that our princiéal
financlal advisors are the Bank of Montreal, who serve us in three ways.
Numbex one, they are our bankers for our Exchequer account. They are
our prin;ipal bankers. HNumber two; they are our fiscal agents. Number
three; they are managers of our public debt. And number four:; they
are our financial advisors. Four functions the Bank of Montreal serves,
and has served ever since the early 1890's for almost three-quarters
of a centu}y. The Bank of Montreal are one of?I think, two or three
banks in a syndicate, a fimancial syndicate,in Canadawhose managers .
are Ames and Company, the largest finance House in Canada. Ames and Company
of Toronto. manage this finapcial syndicate which includes at least two
of Canada's largest banks, and they are our financial advisers. They
handle our borrowing. Every dollar we float, every bond we sell is sold
for us by the biggest financial syndicate in Canada. Even when we had
Mr. Groom as financial advisor to the Premier, that was the situation,
and it is the situation, and it will remaln the situation, that the
financial advice that we get comes from thé largest financial syndicate

in Canada, including our own Bank, who are our bankers, our fiscal agents,
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manapers of our public debt, and financial advisers, and have been for
almost three-quarters of a century. This must be borne in mind, and
when we place an issue, we never do it, we never place an issue,without
getting intimate advice from our syndicate. And indeed it is our syndicate
that places it. We do not. It was said by the hon. gentleman who just
sat down that Mr. Groom raised that last loaa of $1i3 million. Not so.
not so,. it was raised by our financial syndicate, largely with the
help of the House of Rothchild in London. That is where that $15 million
camegro@hat is how it was raised., Mr. Groom as the deputy minister of
Finance and financial advisof to the Premier, went over with Ames and
Company, with the Rothehilds and was present at the floating of that
issue,

He did not raise it., Mr. Groom did not ralse onme dollar while
he was with the Government. He was the Deputy Minister of Finance for
a larpe part of the time he was with us, and he was finaneial adviser
pretty well all the time, and he 4id not raise one dollar. Every dollar
we have raised, has been razised for us by the syndicate, headed by
Ames and Company. How many more times do I have to say that, before
it sinks In. So Mr. Groow could take a job with what has become cone
of the fastest growing Industrial giants in all the world R.T.Z.,Rio
Tinto Zinc. One of the worid's giants the& have become in the las:eﬁears
under Sir Val Duncan. He could leave this Government and go with that
fast- growlng financial and industrial giant for much more money than
he is getting from us. And from us he was at the top of his scale.
He could not look forward to increasing income year after year from us.
He was at the top of his scale. He could not look forward to much more,
if any, whereas by goingrwith Sir Val Duncan, which is a Rothehild
organization, The Rothchilds of London and the Rothchilds of Paris,

Baron De Guy Rothchild. The Rothchild House in both countries are the

prime owmers of R.T.Z. And that is the firm with whom he has gcne.
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And he has gone to better himself, and I say better, I mean better himself,
where his prospects are much bripghter then they could have been just
staying here as Beputy Minister of Finance, and financlal adviser to
the Premier. Obvicusly he has improved his lot. Obviously, and he
would have been a pretty short-sighted man if had not seized the
opportunity when it was offered him. He was going back and forth across
the Atlantic. He was conferring with the House of Rothchild. They
could easily see that he was a man of very fine presence. A man of
fine vocabulary, well-spoken, good-looking, well dressed, and with
exactly the right manner for.a financier And they could see the value
of having a man like that, and so we lost him. But Sir, if we had not
lost him to the House of Rothchild, or the Rethchild Enterprises; we
would have lost him to some other firm, if they made it attractive
enough for him teo go. And I say now we have an outstanding man as
Deputy Minister of Finance. I do not think for one single minute, that
we are going to be able to hold him forever, if in his moving back and
forth across the Atlantic, and across this continent and he has dealings
with outstanding firms, banks, finance houses, industrial concerns, we
will probably have a job to hold him here, because we will not be able
to afford,competing the firm that mighﬁ want to geize him. Because
Mr. Chairﬁ;n, the greatest single need of iarge industrial and financial
concerns is for men, not money. Key-men. Men with something extra,
something special. And if vou start off as a chartered accountant, and
then you meet the right people, in three or four or five years, you get
to be z figure known on both sides of the Atlantic, and the opportunities
open up wide for you. Se I have no gréat confidence that we will hold
anybody that comes in here from outside with a background to begin with,
that we can hold him indefinitely here in our Province. I do not think
it at all likely.

Now, it ought to be remembered that it is one thing to stand up over
there on that side of the House, and reel off endless statements, reel
them of £, one by one, by one, by one, one after the other, and reel them

off in tones of indignation. A lot of people listening do not know
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whether it is right or wrong. They do not know whether these statements
and these arguments are correct or incorrect. They do not know. It
sounds convincing. And there is not one single individual ome of them,
that is not susceptible of a reasonable explanation. Llet me give an
exp}anation of gsome things.

Does anyonezin this Committee tonight, doubt that in the course
of a year I signed five or six or seven thousand communications and
documents of one kind or another? Does anybody doubt that? Has anyone
really got any doubt that every year I sign many, many thousanas of
documents, letters, contracts? I have signed I supposed,in the past
twelve months, I have signed minutes of meetings, crown corporations.
They bring me in boocks piled high, and they pass them to me and I sign
;hem. One man handing them to me, another man taking them away, as I
sign} sign! sign! sign! sign! I may be signing my death warrant for
all I know. Life is just too short for me to sit back and study each
document that is put before me. Life is just too short. And so the
result is that year after year, I sign thousands, literally thousands,
}robably five, six, seven thousand things that I do not write, but I
sien them., Every day of my life. Sign them in dozens. TDozens upon
dozens I sign. Cabinet Ministers will bring things in to me. The Minister
of Justicé brings them in in armfuls. X sign, I sign. I do not read
them, life is too short. I do not have the time. If I did nothing else
in this world except read the documents that come to me, I would net get

through half of them. If I did nothing else.
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MR. SMALLNOOD:

- But read them. This would use up most of my life. Life is too short and I

have too many things to do to read these decuments, I sign and I sign.day in
and day out,in thousands,I sign. Now with that background let me remind this
committee that when diaster, economic diaster,overtook Bell Island and Stephenville
the Government riébtly or wrongly, I would say rightly, the Covernment decided
that to help those two strickened comunities we would exempt from taxes any

new Industries that would start in either place. We would exempt them from
taxes for two years, two years from the time of their industry starting, not
counting the time it would get them to builld or install thelr machinery but

when they were ready to start product%on. From that time on to exXempt them from
Provineial Government taxes, Newfoundland Gevernmeat taxes. We could not exempt
them from Federal Govermment taxes. We could only exempt them from taxes’
imposed by this House. So we announced this policy of exemption ffom taxes.

We tried, I personally tried, endlessl& and intermittently to get enter-
prises to move in to both places. I was not too successful but you work just
as hard to get a project that you do not get as you work to get a project that
you do get. You do not know whether you are going to get it or not, you just
work and\you try to get 1t and I worked hard to get things to go to Bell Island
and to Stephenville and I did get a few to go to Stephemville. When John 0'Dea
came to me, I knew him as he had sat in this House, he was a member of this
House and he had létterly joined the Liberal party and been a candidate for the
Liberal party in St. John's South where he was defeated, so I knew John ¢'Dea
well and I had a lot of respect for him and I still have a lot of respect for
Jogn R. O'ﬁea.

Mr. 0'Dea had spent a large part of his life associated with a large
brewery here in 5t, John's..heu? 1 éhink, he had sold out his interest in that
brewary and others had sold out their interests Incidently, Mr. Chairman,

I do not know 1if you know this, but thé three great mainland brewers, I do not
even know their—names. Canadian Breweries would that be one? What were the
names of the others? Carlings and Labatts, Three great Canadian Brewers

came down to Newfoundland,one by one,and they lashed out millions piled on
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MR- SMALLYGOD:

. millions, they lashed out hard cash to buy up those three breweries and they
created a number of millionaires, & number of them. They paid out millions-
to buy up those three breweries including the one of which Mr. John O'Dea
was an owner. He was one of the owners, I do aot know who the other owners
vere but I know he was an owner.

Mr. 0'Dea came to me one day in my office ,accompanied by his financizl
adviser and said, "Premier, you are anxious to ger something going in Stephen-
viile” and I said, "1 am indeed, that I am." ie saidy "Well, we are thinking
of starting a brewery.” I said, “Well, there are three breweries nows He
said, "Yes, but we will start a completely modern brewery that will make draft

T

beer.” 1 had heard of draft beer but I did not know what it was and I ask
them was it was and they told me. Draft beer is merely beer that has not been
pasteurized, that is all, {t nas to be pasteurized if it is made in the oid
fashioned way but if you make it in staiﬁlegs steel the bacteria count is
utterly Insignificant,so there is no danger and you do not need to pasteurize
it. The reason you must pasteurize beer and milk is because the containers it
is in will have miliions of little interstices, almost invisible holes on the
surface of the metal into which uncountable billions of bacteria congregate.
So you must pasceurized the beer or the milk,But if you have stainless steel
you do not have to. Thig is what they told me.

They said, "What will you do for us if we start a brewery there?’' They
told me what it was going to cost. I think it was $2. million,which is a
lot of money. _They were going to get, I think, half a million from the
C;nadian Government, from the ADA - Area Development Agency of the Canadian
Government and they were going te borrow from the banks and they were going to
put in money of their own and it was going to be a toﬁal cost, I think, $2.
million. I am speaking from memory. I was astounded to think of that much
money going into a brewery but I figured they knew what they were doing, as
John O'Dea speﬁt his life at it,so he should know what he was doing.

Well, I said, 'What we do is this; we give you complete exemption from
taxes but only Newfoundland Govermment taxes. We will give you that for twe

years and once your plant is built and Teady to produce, have a ceremony, open
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MR, SMALLWOOD:

it up and from two years after that you pay no tax.'" It is noc only a brewery,
any industry that goes to Stephenville or to Bell Igland will get exemption
from Newfoundland Govermmant taxes for two year;- They said’, "Well, just

what wouid the taxes be?” I said, "I do not know, whatever they are. Sales
tax, gasoline tax, we cannot exempr you from corporation income tax because
that is Feéeral?although I should have remewmber and I did not,tha; partly it is
Provinecial."” There is a Provinclal corporation income tax and there is a
Provincial pearsonal income tax but I de not think Chey were ever given exemption
froﬁ that. But anyhow they were to get exemption from Newfoundland Goverament
taxes whatever they were..

Well, that was fine,They were delighted,as this would help a great deal
and I said; "Well, that is good, I am delighted gentlemen" and of they weént.
They came back with a letter for we to sign,to tzke it to the bank or banks, I
think there were more than one bank lending them money, and they had too
ADA, Area Development Agency of 'the Govermment of Canada,that was giving out
money to help industries get going. fhis was the outfit from whom they expected
to get, I think, something of the order of half a millien dollars. They brought
me in the letter one day to sign and I signed it. Yes, this is a letter exempt-
ing you from taxes, signed Joseph R. Smallwood and they went of with the letter.

i am told here tonight that they promptly photostated the letter and
distributed it thréugbout to their dealers. They evidently did not think theve
was anything secret about it because it was public knowledge that the Covernment
had adopted the policy of exempting industries going inte Stephenville from
Provincial Government taxes. This was common knowledge and the fact that they
did not thisk it was mysterious or secret or unusual is shown by their acticen
in photostating the letter,and I did not know this until half an hour ago,
photestating it and distributing it about among their dealers.

Well, time went on and went on and finally,I do not know how long went on
as 1 was not lust stopped gtill between the date when I signed the letter and
this thing happened. I was not stopped still, I was a very busy man. Many
months passed, I do not know how many months, maybe a year,I do not know but I

do know this that the firm began to go broke. They began to go broke. their
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sales were small, their overhead was hiph and they wore losing money and the
financial adviser of that Company started going over to England and started
negotiations in England to sell out, to get them to pump some money in. Those
negotiations went on for three, four or five months,7hen they negotiated with
three other outfits on the mainland of Canada, one iﬁ.Oztawa, and one American
firm and the American firm, I think, was the firm that wmakes, I remember the
beer myself as I had a bottle of it, not Swipes no, not Budwiser, oh a well
known name in New York, a brewery there, anyway they negotiated with them for =
whiie and the negotiations went on for,well the best part of a year. But in
the meantime,while the negotiations were going on ,the thing was going steadily
in the hole, Until one day the Minister of Finance came to see me, and he
wags a worried man. He saldf "Do you know that they have not pald the Ligeor
Boards profits?” I sald; "Crazy, they have to pay it;”

MR. EARLE: Would the Premier permit a question?

MR, SMALLWOOD: Yes, of course.

MR. FARLE: Does he remember what date that was that I went to him?

MR. SHMALLWQOOD: Ne, I do not.

MR, EARLE: It was October 28th, 1968.

MR, SMALLWOOD: That could be, I do not remember. I do not even remember the
date of the letter when I signed the letter. I have no idea. The Minister of
Finance came to me and told me that the Company were refusing,not only failing
but refusing, they failed and they refused to pay the Liquor Boards profits.

I said; "This is crazy. They have to pay their profits."

"Well, they claim to have a letter from you exempting them from paying
the profits to the Liquor Board." I said; "That 1s crazy. I would not give
them such a letter as that. T have no authority te give it in fact the
Government have no authority to give it, no one has authorizy to do that except
this House.” Then I told the Minister, I said; "Now lock, we are owed:(I-do
not know, hundreds of thousands of dollars at that point} I do not remember
how much but we are owed a substantizl sum of money.": He was for going right
out and collecting it and I said; '"For God's sake,do not do that right now.

Do you want to put him down the drain. Hold vour horses and give them a chance
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to make their deal." They were negotiating a deal with Whitbread, the biggest
or one of the bigpgest brewers in all the world, in all the world, an outfit
that had the tavern at Expo 67 which waé 80 enormously popular, FEverybeody
flocked to that tavern operated by Whitbread, an English type of taverr and
they were going to come in and take over that place which would be a wonderful
thing for Newfoundland to bring Whitbread and they were going to do more than
that. They were going to produce beer in Stephenville,double and trible the
brewery and sell that beer right across Canada. That was the plan. So 1 said
to my friend, he was then my friend, my personal friend and he is now my hon.
friend in this House, I said to him, 'For God's szke do not do it, look, spare
your horses will you, just be patient, give them a chance, give them a break.”

Well, he gave them a break but he was unhappy sbout it because his .clear

duty in the narrow sense was to colleect that money, K; the broadest sense,as a
Newfoundland, he wanted the industry to succeed, S50 he was unhappy between the
two positions, very unhappy. I learned afterwards, I learned from where he is
sitting over there now, I never knew at that time he was so unhappy as he was
but he has told us here -

AN HON. MFEMBER: (Inaudible).

MR. SMALLWOOD: Yes, well I did not kpnow that. I had no idea, had no notion of

it. It is a great pity that the hon. gentleman did not come to me and tell me
how unhappy he was,

AN HON. MEMBER: (Inauvdible).

MR. SMALLWOOD: He came and asked me,"what are you going to do about this?” and
I would say, "Well, give them a break, give them a chance, wait awhile.”

AN HON, MEMBER: {Inaudible).

MR. SMALLWOOD: Yes, but I did not know he was unhappy to that extent, I did
not have the slightest notlon of it, not the foggiest idea of it. The hon.
gentleman is a natural worrier anyhow and I do mot know any time when he was
not a little bit unhappy about something or other. So I mean that was not -
MR, MURPHY: Very conscientious about the Government's money, I guess.

MR. SMALLWQOD: Yes. Well, before he was Minister of Finance he was a worrier

in other departments and that is his nature. That is the type of man he is.
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AN HON. MEMBER: It takes a worried man to sing a worried song.

’ MR, SMALLHWOO0D: That is right and I was responsible for trying to pet industry
going. Now when we sent for them we had a conference in my office, Minister of
Finance, Minister of Justice I think, Officials from the Finance Department, I
do not remember who they all were, there was balf an office full, Mr. Green
from the Department of Justice, I invited.them all in to have a showsdown on

it and the letter was produced. I said, "For Cod's sake, did I sign that?”
That was the first time I ever read it, I did not read it when I signed it.

Now that is water under the bridge or 1t is beer undetr the bridge. Ginter i
has bought it, I understand and the Government have made an arrangement with
Ginter whereby he pays every nickle that he has owed to the Government besides
paying what he has to pay on the beer that he will produce and sell, he will also
pay the arrears of the old company. 8o the Treasury will not lose a doliar of
it.

Now when questions were asked me in ﬁhis House; ‘aid 1 give them exemption
from taxes? Yes, of course I did from taxes but I did ﬁot give them exemption,
at least not knowingly, from the payment of the Boards profit. I am not crazy
in the head. I would have to be if I did that.knowingly, that could not stand,
it could not last. You could not give a company eXemption from, you cannot
give any company in the world exemptlion from payment of the profits that are
due the Liquor Boa;d. You can give exemption from taxes at Stephenville and at
Bell Island. It is still thé!law, we can do it. Any industry that will start,
for the first two years after they begin to produce pay no taxes to this
Goyernment_and we are proud and happy to do it and do not.see an&thing wrong with.
doing it either. We think it is the right thing to do.But to forfeit the profits
to the Liquor Board is just plain silly and they must be awfully silly to think
that that was a situation that could go on. It could not go ou. The minute it
was known exactly what they were claiming, they were claiming Rind vou it is one
thing to fail to pay, it is another thing to refuse to pay and it is something
else again to say:& do not have to pay”and here is a letter to prove ir.

That situation is just too silly for words and that is what happened. HNow

this can be made to look, well it can be made to look anything that anyone wants
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_to make it look, this can be done. But these are the facts ,as I recall them, and
I do nmot recall any other facts except that the Minister, then Minister of
Finance,repeatly came to me and was worried about it because it was his duty
to collect that money. It 1s his duty, and that is not the only firm he came
to me about, He came to me frequently and when he did not come to me he some-
times came in Cabinet, I mean I am not breaking any Cabinet secret,as I am only
saying that he fulfilled his duty, he carried out his duty. When people were
in arrears he wanted the Attorney General to, naturally that is what any Minister
of Finance would do, to sue, to place cases in court and eollect the arrears of
taxes and the Cabinet then eventually ordered a writ to be issued, but by that
time 1 suppose the place was practicaliy down the drazin and there was no chance
of collecting.

But now we have made a new deal with them under which we will get every
dollar, tSe Treasury will net lose one tent 6n that transaction.

MR. WELLS: Mr. Chalrman, I will not delay long but I have a couple of matters,
one in response teo what the Premier has said and the matter which I overlooked
earlier.

The Premier has explained with respect to borrowings, the short term of
recent borrowings, that it was the Government's desire to borrow short term. YNow
I realized that the financial situvation is such that most lending institutions
would prefer, they very soon got to prefer shortly after this started in 1968,
they very soon got to prefer to lend on short term because they did not know
how lomg it would keep going or where the interest rate would ultimately settle.
If‘the Premier's statement is correct, how does this coincide with or how do you
explain the fact that some of the bond issues, maybe only one of them but 1
recall reading about one in particular that provided for a three to five year
term on the loan but,if the bond holders were to take up the lcan for a
continuing fifteen year term, it would be at an increased rate of interesz, Was
there not such an issue with such conditions as that? At least I recall read-

ing it in the newspape., Maybe I have something in errver and I would like to be

corrected. ] 4 8 2 j.



MR, SMALLWOOD:  The hon. gentleman is wrong. There was no such issue.

. MR, WELLS: There was no such issue. There was no such issue,with any option
en any of the bond holders to take for an additional fifteen year .term.

MR. SMALLWOOD: We have some redeemable issues, on the contrary, redeemable.

MR. WELLS: Redeemable by the Govermment but callable by the bhond holders and
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by the bond holders, and there is a substantial difference. The report
that I read indicated that they were callable by the bondholders within
three to five years. I think it was probably a five year term.

MR, SHALLWOOD: Bond buyers, everywhere in the world, have been able

to lay down the law..

MR. WELLS: Of course they have.
MR, SMALLWOOD: The lenders are jn a stronger position than the borrowers.
MR, WElLiS: Of course they are.

_MR. SMALLWOOD: That is tight woney. That is what tight woney means.

MR. WELLS: Of course they are. That is why the explanation that it is the
Government's desire to borrow onh short-term does not ring true. The truth is
that money lenders are laying down the mosf stringent conditions possible with
the highest interest rates they can possibly get. That is the fact of it.

MR. SMALLWOOD: And 1if we borrow at the highest interest rates, the shorter

the term of borrowing the better, because vwhen we have to renew it, the interest
will be down,.

MR. WELLS: In a sense. That is true, if we are borrowing say $10 million or a
$15 million issue, but when it is consistent borrowing over a two or three year
period that will give us a larger amount being called within a short period of
time, then in that short peried of time,in the foreseeable future, we could

be in real trouble, because we have to be able to roll that over for further
éerms or for longer term money and that may be extremely difficult.and Thar

is what places us in a blt of jeopardy; particulariy, Mr. Chairman, and this

is what I neglected to note earliier. When you realize that at this point and

for the last couple of years, we are no; paying off a single cent of what we

are borrowing, not a cent. We are paying the interest only. That is all.

We ave not pafing anything on capital. The net result of the Government's

new bookkeeping, as they called it last yesr, is that we do not repay a single cent
of what we borrow. We just keep borrowing and just keep increasing thz interest.

That is the net effect of it. Until the last fiscal year, the amount that was requi
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to satisfy sinking fund requirements every year was part of our current
expenses and shown as such in the budget every year - shown as such in the
estimates. Last year the Government announced that it wag an accounting
change arnd “there was a $7 million différantial due to an accounting changé was
the reference in the budget speech. The fact is that $7 wmillion, some odd
thousand, was the payment due under the sinking fund requirements of our
several bond issueg and it had been taken from current and placed on the
capital side of the ledger. 7

Just look at what that means, when you really reduce it and let us
understand this clearly before we do any voting. What it means, Mr. Chairman,
is this: look at our budget last year and our budget this year, We are
pretty well right on the line. The Government claims that we have had
$1.5 million surplus, and they are projecting $250,000 surplus now or
something less than that with the increases recentlyrgiven to the Government
employees. We are right on the line. We spend every cent we get of current
revenue - every single cent. On top of th;t, we borrow further for capital.

Now then, Sir, when we put the sinking fund payments every year into
the capital side of the ledger, we are, in fact, borrowing to pay our
sinking fund requirements. The net effect is: we pay off not one cent of
‘our debt in any year. We are not paying a single cent of our public debt.
Whatever is due on capital that year shows up as capital in the estimates
. and is borrowed. This is why it should be current, not capital. Current
is where it belongs. All we are doing every vear is going along merrily
paying'our interest and pay off none of our capital, That is why the interest
keeps going up in leaps and bounds, because in years prior to this, we were
reducing our public debt out of our current revenue, by a amount equal to the
amount set aside for sinking funds. We have used that much every year to reduce
our public debt and if we borrowed more on capital, then our public debt
was increased by the differential. The amount by which we cut it down by
making the sinking fund payments out of current, the difference between that

amount and the new amount that we borrowed, that was the increase in the public
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debt.

If say in the fiscal year 1966, 1967 we borrowed $15 milliion, and
we puf aside $6 million out of current revenue for sinking funds, then
our net Increase in public debt for t#at year was only $9 million. What
is our net increase in public debt for this year? It 1s going to be our
gross borrowings, our gross capital meens. less the amount we put or we
used of that capital to pay the sinking fund. In other words, $46 .million
approximately. We are going to increase the direct public debt of this
Province this year by $46 million.

Now, before we do any voting on the Department of Finance estiyates,
let us clearly understand that and clearly understand that when we say, when
two things happen, when the Government says they have made an szccounting
change and they have taken the sinking fund requirements out of current
and put it into capital, when they say that, and within the same year as
they have for the past couple of years or so, they spend up to the absolute
limit of current revenue, on current operating expenses, they spend every
thing that we get of current revenue, on current operating expenses, then
we are making nco payments whatsoever toward liquidating our public debt.

None at all, Not a red cent. All we are doing is paying the interest as we

Ago along. That is why,‘Mr. Chairman, this so-called little, simple_ accounting

change is the simple reason why our interest has increased in the last three

- years from $12 million to $27 million to $32 million - in a three vear period,

this happened. From $12 million a year to $32 million, because we are not
repaying a single cent of what we borrowed previously and we are continuing
to borrow more.

Now, that is the simple truth of the net effect of that accounting
change so called - that simple little accounting change.that moves the
sinking fund payments every year from capital to current - from current to
capital. They belong in current anéfthe Goverament are going to consider

balancing its current account budget that must be taken into consideration,
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must be. I realize that it has, in a sense it has a capital nature
to it. The borrowings were probably made to carry out c;pital work like
building a hospital or building schools or bullding a hospital or bullding
schools or building roads or whatever else and these are works of capital
nature. They are not ordinary operating expenses. But where Government
follows a philosophy ,as has been announced here in the House by the
hon. the Premier and hon. members of the Government that the sane and
sensible thing to do is to use your curreantr revenue to covexy your operating
expenses and borrow for wour capital works. Where they follow that philosophy
and basically there is not a great deal wrong with that either. You cannot
argue too much with the principles of that. It is nice, if you can fay
your way entirely, but we are not in a financial positiom, quite honestly,
where we can do that. We have to borrow, if we have to expand hospital
and school facilities, but wé are only blindfolding the devil in the dark,
if we also at one and the same time, take the payments that are intended to
repay this debt that we borrowed in years gone by and are continuing to borrvow
and put it in capital and reborrow again, where ig the end? When is this
policy going to stop?l

The end is that we never pay a cent. We are not paying back a
single cent 6f what we borrowed and this has to stop somewhere. It is
where we are going to get caught up in a snowball and it just keeps getting
bigger and bigger and very soon the interest alone is like it is this year.
it is up to $32 million - interest alone on our direct debt, and it is those
percentage figures that I gave earlier of our revenue - twenty-three per ceat
of our gross current revenue to service the public debt, That is interest
and principal and the pension requirements and so on, every thing that the
House cannot vote — we have no choice but to pay. Where does it stop? We
have to take a long, hard look at ourselves and where we are going and
what we are doing to this Province, and we have to take a long,hard look

at our ability to stand this. Do we or can we project into the future and

4826



May 2lst., 1970 “Tape no 9606 Page 5

Mr., Wells:

sée such tremendous income that in the next two, three or four years, we
will be able to repay these principal amounts, as they fall due, without
having to roll them over again and borrow again for that current,
for that then current year, for the new hospitals and schools and roads
that will have to be built in that year, Can we foresee this kind of
income? May be the Premier can, I cannot.

The first step to stop fooliﬁg ourselves;and that is all we are
doing, is to reverse this so-called miror accounting change, because that
is what is blindfolding.it. 1 do not know whether it was intended to do
that and intended to fool us in the first place. Perhaps, it was, I do
not know., We are sure going along with our heads in the sand, if we do
not realize what is happening. We are not paying back a single cent of
our debt and that accounting change covers up this fact - covers up this
fact. Then it looks as though, we balanced our current budget and here it
is galled generally balancing the budget and the policy is followed that
it is the sane and logical and sensible practise to éorrow for all capital
needs. Well as soon as you start to put the repayment of your debt into
your capital needs, then you blindfold youself, and you try to fool yourself
and it has to catch up with us and this is what is wrong with it. If we put
this back in current,where it belongs, we would have to face the fact that as
the Government policy now stands for this current year, we would have a
déficit on current account of $10 million on the figures as they exist in
this book at the moment.

Perhaps, Mr. Chalrman, that would be a sufficient inducement to us
to try and cut back further on some other items so as o not get ourselves
in such a severe financial éosition, but all we are doing - look! we are headed
towards a dangerous situation where you do not pay back anything of what you
borrowed» and you still keep borrowing further, that is a dangerous situation.
May be it is not totally dangerousg at this polint but that is a dangerous

course to continue on. If you are walking - if any persenm is walking towards the
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edge of a ciiff, he does not blindfold himself so he caqppt see, when he
gets there and that is all we have done with this so cal%ed minor
accounting change, But 1t does not work, when }ou look aé the rteal figures
and re~examine the thing and fully understand what we aré doing,and before
we go voting monies in the Department of Finance who are basically responsible
for this, perhaps orders come down from on high. I do not know, I have
my susplecions, because I have had.an involvement, But the Department of
Finance, the Minister of Finance, has basic responsibility, the Government,
direct responsibility t$ this House for pursuing this policy and for so
blindfolding us or attempting to blindfold us that we lead on,on thisg
dapgerous course,and know nothing about it.

S0, before we start voting monies for the Department of Finance,
Mr, Chairman, 1 suggest all hon., members think about that for a moment.
MR. HICKMAN: Mr. Chairman, it is getting late in the evening,and I do
not know. 1f you want to adjourn or start tomorrow morning.
Mr. Chairman, there is another danger or concern which obviously must
assert itself insofar as the members of this committee are concerned and
that is the nature of the borrowings that we have been compelled to do or
have been carriedzin the Province over the past few years. Most of the or
abot; of the borrowings, particulafly, in the last couple of years, as appears
from the prospectus issued by A®eS and Company during 1970 ,have obviously
been used to roll over and redeem outstanding iocans of the Government.

Now this type of borrowing, Mr. Chairman, does nothing to help
the economy of the Province, nothing to generate employment., It is not
the kind of borrowing that industrial provinces or governments in
industrial areas are called upon to make and can look foward to some sort
of return from the borrowing that that particular Government is called upon
to make.

Now, MrChairman, as I see if, the point of no return is rapidly

approaching so far as the borrowing capacity of this Province is concerned.
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Within the next four years, as appears from the prospectus that was
issued in 1970 and from the public accounts; we are going to be called
upon to repay the sum of $98 million.

Now over and above that, Mr. Chairman, we can assume that this Province
will have certain capital requirements, I think we are entitled to assume
that having gotten by three vears without any substantial capital expenditure
on true capital projects, having gotten by three years without building
any new hospitals, having gotten by three years without building any new
roads, having gotten by three years seeing our education capital account
being used to redeem or to pay off notes that have been incurred over the
past five or six years,that this cannot last much longer. The social needs
of the people of this Province are such that the next Government is going
to be faced with vayy substantial genuine capital expenditures throughout
Newfoundland., We are going to have to bulld more hospitals. The Minigter
of Highways has announced a road program without any details as te what
it is going to cost, but I say at a very, very conservative estimate, it
cannot cost iess than $25 million. There is nothing in the highway estimates
to indicate where that money is coming from. So, again we have to assume that
itvis going to be borrowed and that it will show up in the capital berrowings.

Mr. Chairman, we cannot overlook the fact that with twenty-three per
cent of our net revenue being used to service our debt, and when you realize
that the twenty~five per cent is the point of no return, that when a
province reaches the position that twenty-five per cent of its net revenue
is being used simply to service its debt, its borrowing capacity has
disappeared. It has gone, But regretfully,for Fhis Province and for any
ensulng Government, the demands for capital expenditure Wll continue.

Now what are we going to do? We camnot look to Ottawa. Ottawa does not

Vmake that type of grané. Ottawa does not - it would have to be an out-right
grant. Ottawa has not been known, except once in the case of Alberta, I think;
it was in 1931, to ever rush to the assistance of a province and say'&ou have
been borrowing and spending extravagantly - here is our cheque to pick up your

debt redemption and bond payments.' S0, what are we going to do! Obviously,
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Mr. Chairman, the time has come for the Minister of Finance to tell

the people of this Province that our days of borrowing are over and that
any borrowing we do in the future and particularly during the years 1971-1974,
regretfully, it is going to have to be used. It is a poor way to do it,
but it is going to have to be used to pay off the notes that fall due at
that time and, Mr. Chalrman, the gquestion was asked; what do- the Government
do? What do Fhe Government doy; when it is faced, as this Government and
every government in North America is faced with a situation of tight money,
where money is not available except at very high interest rates? The
obvious answer to that is that it stops borrowing and if it cannot step
borrowing. it borrows for the barest minimum essentials.

But, Mr. Chailrman, this has not been the pattern. The fact is that
1t%fike the finance company slogan, "you try and consolidate vour loans.“‘ This
would be great. If you go and you owe four finance companies - you go to the
fifth and you borrow enough to pay them all off and you stop there, but having
borrowed from the fifth and paid off the others, whén you start going back
to the other four, then cbviously, with a limited fixed income, and we have
a very limited Income with the escalation, I submit, not only well-known and
fixéd, but an escalation that is bound to drop with the falling economy that
we had, then sﬁrely, Mr. Chairman, nobody is being unpatriotic, 1f he suggests
to this House that the financial sitwation of the Government of Newfoundland
right now is on the verge of absoclute disaster. That is not being unpatriotic.
Nothing unpatriotic at all, because Mr, Chairmen..

_MR. CROSBIE: It is the truth.

MR, HICKMAN: Because, Mr. Chairman, the hon. members are going to have to

answer their constituents because, obviously, we are going to see next

year and the year after, the year after that a. cut back in essential services.
face the

Whe - is going torelectorate then? Who is going to face the electorate and

say, no more roads.” Who is going to face the electorate and say we have to

close hospitals? Who is going to face the electorate and tell them the brutal
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truth and say, Mr. Chairman, it was our fault?

MR. CROSBIE: Who is going to face the electorate and say, order please?

MR, HICKMAN: We are getting our roads, do not worry about that.
On motion that the Committee rise, report progress and ask leave
to sit again. Mr. Speaker returnedAto the Chair.
MR, NOEL: Mr. Speaker, the Committee of the Whole have considered the
_matters to them referred and have directed me to report progress and ask leave to
sit again,

On motion report received and adopted.

On motion committee ordered to sit again on tomorrow,

MR. SPEAKER: Befiore we adjourn, as I indicated a little earlier in the
evening, the names of the committee appointed under the motion to look
into certain matters will be as fellows:

The hon. Minister of Mines, Agric&iture and Rescurces, the hon. member
for Hermitage, the hon. member for Burgeo-LaPoile, the hon. mewber for Gander,
and. the hon. member for S5t. Barbe South.

It now being 11:00 p.m. I do leave the Chair until 3:00 p.m.

This House stands adjourned until tomorrow at 3:00 p.m.
MR, MURPHY: Mr. Speaker, 1f T may. I would like to congratulate my

colleague here who celebrates his birthday today. I had forgotten eariier.



