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ORDER OF REFERENCE

Extract from the Minutes of Proceedings of the Senate of
Tuesday, March 6, 1984:

“With leave of the Senate,
The Honourable Senator Frith moved, seconded by the
Honourable Senator Langlois:

That the Standing Senate Committee on National
Finance be authorized to examine the expenditures set out
in the Supplementary Estimates (C) laid before Parlia-
ment for the fiscal year ending 31st March, 1984; and

That the Committee be authorized to engage the ser-
vices of such counsel and technical, clerical and other per-
sonnel as may be required for the said examination.

The question being put on the motion, it was—
Resolved in the affirmative.”

ORDRE DE RENVOI
Extrait des procés-verbaux du Sénat du mardi 6 mars 1984:

«Avec la permission du Sénat,
L’honorable sénateur Frith propose, appuyé par I’hono-
rable sénateur Langlois,

Que le Comité sénatorial permanent des Finances
nationales soit autorisé 4 étudier les dépenses projetées
dans le Budget supplémentaire (C) déposé au Parlement
pour I’année financiére se terminant le 31 mars 1984; et

Que le Comité soit autorisé a retenir les services de con-
seillers, du personnel technique, de bureau et autre dont il
pourra avoir besoin aux fins de son enquéte.

La motion, mise aux voix, est adoptée.»

Le greffier du Sénat
Charles Lussier
Clerk of the Senate
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MINUTES OF PROCEEDINGS

THURSDAY, FEBRUARY 2, 1984
(1) :

[Text] :
The Standing Senate Committee on Natic_ma{ Finance met
this day at 9:30 a.m. for the purpose of organization.
Present: The Honourable Senators Balfour, Doody, God-
frey, Leblanc, Pitfield and Stanbury. (6) .
The Clerk of the Committee presided over the election of
the Chairman. .
On motion of the Honourable Senator Leblanc, it was
ag’rlf:l:d/;‘T the Honourable Senator Doody do take the Chair of
this Committee as Chairman.
On motion of the Honourable Senator Godfrey, it was
d:
ag’rlf”l‘?lAT the Honourable Senator Leblanc be elected Deputy
Chairman of the Committee.
On motion of the Honourable Senator Godfrey, it was
d:
ag’r]‘e:lAT the Chairman and Deputy Chairman and three other
members appointed by the Chairman after the usual consul-
tation, do compose the subcommittee on agenda and proce-
dure. ;
On motion of the Honourable Senator Balfour it was
agreed:
dgrl‘eHAT the Committee print 1000 copies of its Minutes of
Proceedings and Evidence. ]
THAT the Chairman be authorized to hold meetings to
receive and authorize the printing of evidence when a quo-
rum is not present. .
THAT the Committee retain the services of the Parlxameq-
tary Centre for Foreign Affairs and Foreign Trade as advi-
sor to the Committee effective December 1, 1983.
THAT the Chairman be authorized to submit a pudget for
the period ending 31 March 1984, to the Standing .Stlznate
Committee on Internal Economy, Budgets and Administra-
tion.
THAT briefs be distributed immediately by the Clerk on
instructions from the Chairman to all members of tl}c Com-
mittee in the language received and as soon as available in
the other official language.
On motion of the Honourable Senator Godfrey, it was
agreed:
THAT the Committee continue with the study of Federal
Government Support of Investment in High Technology
(Main Estimates 1982-83) and that the papers and evidence
received and taken on the subject in the 1st Session of the
32nd Parliament stand referred to the Committee.

On motion of the Honourable Senator Stanbury, it was
agreed:

PROCES-VERBAL

LE JEUDI 2 FEVRIER 1984
(1

[Traduction)

Le Comité sénatorial permanent des finances nationales se
réunit aujourd’hui 4 9 h 30 aux fins d’organisation.

Présents: Les honorables sénateurs Balfour, Doody, God-
frey, Leblanc, Pitfield et Stanbury. (6)

Le greffier du Comité préside a I’élection du président.
Sur motion de I’honorable sénateur Leblanc, il est décidé:

QUE I’honorable sénateur Doody occupe le fauteuil en qua-
lité de président.

Sur motion de I'honorable sénateur Godfrey, il est décidé:

QUE I'honorable sénateur Leblanc soit élu vice-président du
Comité.

Sur motion de I’honorable sénateur Godfrey, il est décidé:

QUE le président, le vice-président et trois autres membres
nommés par le président aprés les consultations d’usage
constituent le Sous-comité du programme et de la procé-
dure.

Sur motion de I’honorable sénateur Balfour, il est décidé:

QUE le Comité fasse imprimer 1 000 exemplaires de ses
proceés-verbaux et témoignages.

QUE le président soit autorisé a présider des séances, 4 rece-
voir des témoignages et 4 en autoriser 'impression en
I'absence de quorum.

QUE le Comité retienne les services du Centre parlemen-
taire pour les affaires étrangéres et le commerce extérieur
pour le conseiller, et ce, 4 compter du 1¢ décembre 1983.
QUE le président soit autorisé a soumettre au Comité séna-
torial permanent de la régie interne, des budgets et de
I"administration un budget pour la période se terminant le
31 mars 1984.

QUIE sur instructions du président, les mémoires soient, aus-
sitdt aprés leur réception, distribués par le greffier a tous les
membres du Comité dans la langue originale et, dés que pos-
sible, dans I'autre langue officielle.

Sur motion de I’honorable sénateur Godfrey, il est décidé:

QUE le Comité poursuivre son étude des affectations du
gouvernement fédéral au titre de 'aide 4 I'investissement
dans la technologie de pointe (Budget principal 1982-1983)
et que les documents et les témoignages recus sur cette ques-
tion pendant la premiére session du 32¢ Parlement soient
déférés au Comité.

Sur motion de I’honorable sénateur Stanbury, il est décidé:
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THAT the Chairman table, pursuant to Rule 84, the First
Report of the expenses incurred by the Committee during
the 1st Session of the 32nd Parliament.

At 9:55 the Committee adjourned to the call of the Chair.

THURSDAY, MARCH 15, 1984
2
( ?I'he Standing Senate Committee on National Finance this
day at 11:03 a.m., the Chairman, the Honourable C. W.
Doody, presiding.

Present: The Honourable Senators Doody, Hicks, Kelly,
Leblanc, Roblin and Thériault. (6)

Present but not of the Committee: The Honourable Senators
Cottreau and Stewart.

In Attendance: Mr. Jeff Greenberg and Ms. Barbara Reyn-
olds from the Parliamentary Centre.

Witnesses from the Treasury Board:
Mr. J. L. Manion, Secretary;
Mr. H. Hansen, Assistant Secretary, Social Development,
Program Branch;

Mr. H. J. Mullington, Assistant Secretary, Crown Corpora-

tions, Program Branch.

The Committee, in compliance with its Order of Reference
dated March 6, 1984, considered Supplementary Estimates
(C) laid before Parliament for the fiscal year ending March
31, 1984.

The Chairman invited Mr. :
remarks, following which he and offici
Board answered questions put to them by m
Committee.

At 11:35 a.m. the Committee adjourned to the call of the
Chair.

ATTEST:

Manion to make opening
als from the Treasury
embers of the

QUE le président dépose, conformément & I'article 84, le

premier rapport des dépenses engagées par le Comité pen-

dant la premiére session du 32¢ Parlement.

A 9h 55, le Comité suspend ses travaux jusqu’a nouvelle
convocation du président.

LE JEUDI 15 MARS 1984
()

Le Comité sénatorial permanent des finances nationales se
réunit aujourd’hui a 11 h 03, sous la présidence de I’honorable
sénateur C. W. Doody (président).

Présents: Les honorables sénateurs Doody, Hicks, Kelly,
Leblanc, Roblin et Thériault. (6)

Présents mais ne faisant pas partie du Comité: Les honora-
bles sénateurs Cottreau et Stewart.

Egalement présents: M. Jeff Greenberg et M™ Barbara
Reynolds du Centre parlementaire.

Témoins du Conseil du Trésor:
M. J. L. Manion, secrétaire;

M. H. Hansen, secrétaire adjoint, développement social,
Direction des programmes;

M. H. J. Mullington, secrétaire adjoint, sociétés de la cou-
ronne, Direction des programmes.

Le Comité, conformément & son ordre de renvoi du 6 mars
1984, examine le Budget des dépenses supplémentaires (C)

déposé devant le Parlement pour ’exercice financier se termi-
nant le 31 mars 1984.

Le président invite M. Manion 4 faire son discours d’ouver-
ture, puis ce dernier et les représentants du Conseil du Trésor
répondent aux questions que leur posent les membres du
Comité.

A 11h 35, le Comité suspend ses travaux jusqu'd nouvelle
convocation du président.

ATTESTE:

Le greffier du Comité

John Desmarais

Clerk of the Committee
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EVIDENCE

Ottawa, Thursday, February 2, 1984

Text]

; The Standing Senate Committee on Na}tional Finance met
this day at 9:30 a.m. to organize the activities of the commit-
tee.

Mr. John Desmarais, Clerk of the Committee:'Honourable
senators, I see a quorum. The fir_st item .of business on the
agenda is to elect a chairman of this committee. I am ready to
receive nominations.

Senator Leblanc: I move that Senator Doody be a]?pointed
chairman of this standing commit.tee. W}!en he chaired .the
sub-committee during the last session he d_ld a very good job,
and I think he will do as good a job as chairman of the stand-
ing committee.

Mr. Desmarais: Are there any further nominations closed.

In that event, I declare nominations closed.

It is moved by Senator Leblanc that Senator Doody do take
the chair of the committee as the chairman. Is it your pleasure,
honourable senators, to adopt this motion?

Hon. Senators: Agreed.

Mr. Desmarais: I declare the motion carried and I ask Sena-
tor Doody to take the chair.

The Chairman: Thank you, honourable senators. I appreci-
ate your vote of confidence; I hope it will not be misplaced.

I just whispered to Senator Balfour before taking the chair
that it is a pity the Progressive Conservative Party pf Canada
does not operate as this committee does. The committee works
things out smoothly and arrangements are made beforehand.

The second item on the agenda is the election of a deputy
chairman.

Senator Balfour: I nominate Senator Leblanc.

The Chairman: Senator Leblanc has been nominated by
Senator Balfour. Are there any further nominations? In.that
event, will someone move that Senator Leblanc be appointed
deputy chairman of the committee?

Senator Godfrey: I so move.

The Chairman: s it agreed, honourable senators?

Hon. Senators: Agreed.

The Chairman: Carried.

Senator Leblanc: I thank the members of the committee.

The Chairman: The next item of business on the agenda is a
motion to select the members of the steering committee. You
will note that the space for the number of senators to serve on
the steering committee has been left blank. In previous years
the chairman, the deputy chairman and three other members
of the committee composed the steering committee. If it is
your wish, we will follow that procedure now, or we can

TEMOIGNAGES

Ottawa, le jeudi 2 février 1984
[Translation]

Le Comité sénatorial permanent de la défense nationale se
réunit aujourd’hui & 9 h 30 pour tenir sa séance d’organisation.

M. John Desmarais, greffier du Comité: Honorables séna-
teurs, nous avons maintenant le quorum. Le premier article de

2

'ordre du jour est I'élection du président. Je suis prét a rece-
voir les motions a cet effet.

Le sénateur Leblanc: Je propose que le sénateur Doody soit
élu président de notre comité permanent. Il a accompli un trés
bon travail lorsqu’il a présidé le sous-comité pendant la der-
niére session, et je pense qu'il en fera autant a titre de prési-
dent du comité permanent.

M. Desmarais: Y a-t-il d’autres motions?

Dans ce cas, je déclare la période de mises en candidature
close.

Le sénateur Leblanc propose que le sénateur Doody occupe
la fonction de président du comité. Plait-il aux sénateurs
d’adopter cette motion?

Des voix: D’accord.

M. Desmarais: Je déclare la motion adoptée et demande au
sénateur Doody de prendre place au fauteuil.

Le président: Merci, honorables sénateurs. Je vous sais gré

de votre vote de confiance et m’efforcerai de ne pas vous déce-
Voir.

Avant de prendre le fauteuil, je disais tout bas au sénateur
Ba]four qu’il est dommage que les activités du parti progres-
siste conservateur du Canada ne se déroulent pas comme celles
de notre comité. Ici, nous réglons les questions sans incident, et
prenons nos dispositions 4 ’avance.

Le del_lxiémc acticle de I'ordre du jour est I’élection d’un
vice-président.

Le sénateur Balfour: Je désigne le sénateur Leblanc comme
candidat.

Le président: Le sénateur Balfour a proposé la candidature
du sénateur Leblanc. Y a-t-il d’autres motions? Dans ce cas,
quelqu’un propose-t-il que le sénateur Leblanc soit élu vice-
président du comité?

Le sénateur Godfrey: J’en fais la proposition.

Le président: Etes-vous d’accord, honorables sénateurs?
Des voix: D’accord.

Le président: Adoptée.
Le sénateur Leblanc: Je remercie les membres du comité.

Le président: L’article suivant de I'ordre du jour concerne la
sélection des membres du comité de direction. Vous remarque-
rez que le nombre de sénateurs qui siégeront au comité du
direction n’est pas défini. Par les années passées, le président,
le vice-président et trois autres membres du cmoité formaient
le comité de direction. Si vous le désirez, nous emploierons la
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[Text]
increase it. It seems to me that five members on the steering
committee should be adequate, but we are open to suggestions.

Senator Godfrey: What about a quorum? Is it automatically
four?

Mr. Desmarais: Yes.
Senator Godfrey: Why?

Mr. Desmarais: It has been decided that there be 12 mem-
bers of the committee and that the quorum be four.

Senator Godfrey: I meant for the steering committee.

The Chairman: I never heard a quorum mentioned for a
steering committee. The steering committee can be composed
of simply the chairman and the deputy chairman, or the chair-
man, deputy chairman and one or two other members of the
committee.

Will somebody move the motion that is on the agenda for
the composition of the steering committee?

Senator Godfrey: I so move, Mr. Chairman.

Mr. Chairman: It is moved by Senator .Godfrey that the
steering committee be composed of the Fhalrman, the deputy
chairman and three other members appointed by the chairman
after the usual consultation.

Is it agreed, honourable senators?
Hon. Senators: Agreed.

The Chairman: Carried. The fourth item on the agenda is a
motion to print, which is an ordinary administrative motion.

Senator Balfour: Would it be in order to move th%’t items
four through eight inclusive be adopted, Mr. Chairman®

Mr. Chairman: If everybody agrees, Yes.
Senator Balfour: They are just housekeeping items.

The Chairman: Yes, they are just housekeeping matters.
Item number six is a motion that we again retain the Parlia-
mentary Centre for Foreign Affairs, which is the group that
did our homework over the past few years. 1 hope that they
will do that in the future.

Senator Leblanc: I see that item numbe_r seven is a ;nouct)ln
that the chairman be authorized to submit a budget for the

period ending March 31, 1984.

The Chairman: We have to submit a budget—which will
really be a retroactive budget from December, 1983 to March
31, 1984. There are outstanding commmpents on the study we
commenced on high technology. I was going to ask your advice
on that when we proceeded to item number nine on the
agenda, but, in any event, we have to submit a budget just to
carry on our own work. It was suggest:cd_we submit a budget
for one year, but I would prefer submitting a budget for the
fiscal year. I have never been able to understand how budgets
are approved for months in advance when the money has not

[Traduction)

méme formule aujourd’hui, nous pouvons par contre en aug-
menter le nombre. Il me semble que cing membres devraient
suffire; vos suggestions sont cependant les bien venues.

Le sénateur Godfrey: Qu’advient-il du quorum? Est-il auto-
matiquement établi & quatre?

M. Desmarais: En effet.
Le sénateur Godfrey: Pour quelle raison?

M. Desmarais: 11 a été décidé que le comité se composerait
de douze membres et que le quorum serait fixé a quatre.

Le sénateur Godfrey: Je parlais du comité de direction.

Le président: Je n’ai jamais entendu parler de quorum pour
un comité de direction. Ce dernier peut se composer simple-
ment du président et du vice-président, ou encore du président,
du vice-président et d’un ou deux autres membres du comité.

Quelqu’un propose-t-il la motion de I’ordre du jour concer-
nant la composition du comité de direction?

Le sénateur Godfrey: J'en fais la proposition, monsieur le
président.

Le président: Le sénateur Godfrey propose que le comité de
direction soit formé du président, du vice-président et de trois
autres membres nommés par le président, aprés les consulta-
tions habituelles.

Etes-vous d’accord, honorables sénateurs?

Des voix: D’accord.

~ Le président: Adoptée. Le quatriéme article de I'ordre du
Jour est une motion d'impression. C’est-a-dire une simple
motion habituelle d’ordre administratif.

Le sénateur Balfour: Serait-il conforme au Réglement de

proposer que les articles quatre a huit inclusivement soient
adoptés, monsieur le président?

Le président: Oui, si tous les sénateurs sont d’accord pour ce
faire.

Le sénateur Balfeur: Ces articles ne visent que des questions
de régie interne.

Le président: C’est exact. L’article six est une motion vou-
lant que nous conservions encore le Centre parlementaire pour
les affaires étrangéres, c'est-a-dire le groupe qui a accomplie
les travaux que nous lui avons confiés ces derniéres années.
Jespére qu'il continuera a faire de méme.

Le sénateur Leblanc: Je constate que I'article sept est une
motion voulant que le président soit autorisé & présenter un
budget pour la période se terminant le 31 mars 1984.

Le président: Nous devons présenter un budget, qui sera en
fait rétroactif puisqu’il vaudra pour la période allant de décem-
bre 1983 jusqu’au 31 mars 1984. Il nous reste des engagements
a remplir sur I’étude des techniques de pointe que nous avons
entamée. J'allais vous demander votre avis a ce sujet lorsque
nous sommes passés 4 I’article neuf de I'ordre du jour, mais de
toute fagon, nous devons présenter un budget méme si ce n’est
que pour poursuivre nos propres travaux. Il a été proposé que
nous présentions un budget pour une période d’un an, mais je
préférerais que nous le fassions pour I'année financiére. Je n’ai
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[Text]

been voted by Parliament. That has always been a mystery to
me. | would rather submit a budget to March 31 and then
another when we start the new fiscal year.

Senator Balfour has moved that items four to eight inclusive
be adopted. Is it your pleasure to adopt the motion, honourable
senators?

Hon. Senators: Agreed.

The Chairman: Carried.

Item number nine on the agenda deals with the future work
of the committee. As I just said, the committee commenced a
study on the federal government’s support .of investment in
high technology. That is not a very far-reaching study but one
which is important, nonetheless. That study was interrupted
for a number of reasons, the main one being that we had so
many special committees of the Senate sitting at that time.
There was Senator Pitfield’s committee and the joint commit-
tee on Senate reform. They took up many man hours, rooms
and facilities.

Senator Pitfield: In what way did the committee I chaired
take up many man hours?

The Chairman: Because there were so many committees
meeting at that time, and because our staff was not adequate
to cover all of them and our weeks were so compressed, it was
impossible to carry on with all meetings. Things should be
easier this year because there has been a cut back on the num-
ber of committees.

To further complicate things last year, a subcommittee of
this committee was struck to study high technology, as I have
stated. I think there were a total of 20 committees sitting then.
However, the point is that there was not enough support staff
to cover all committee meetings. The simplest way to get out
of that was to postpone our study until some of the other busi-
ness was completed.

Some people have suggested that we forget about that study,
but I think that another three or four meetings will give us
enough material to write a report and, with your permission, |
should like to follow that route.

Senator Godfrey: I so move, Mr. Chairman.

The Chairman: Is it agreed, honourable senators?
Hon. Senators: Agreed.
The Chairman: Carried.

With respect to the future work of the committee, perhaps
we should give some thought to studying some items found in
the Auditor General’s report and some items in the main esti-
mates. It has been suggested that we look at something a little
less esoteric than the high technology study, and perhaps we
should look at the unemployment insurance program in
Canada. Someone else has been kind enough to suggest that
we should look at Canadair, and there are other crown corpo-
rations we may wish to look into.

[Traduction]

jamais pu comprendre comment des budgets peuvent étre
approuvés pour des mois 4 venir, quand les crédits n’en ont
toujours pas été votés par le Parlement. Cela m’a toujours
laissé perplexe. Je préférerais présenter un budget pour la
période se terminant le 31 mars, puis un autre lorsque nous
commencerons la nouvelle année financiére.

Le sénateur Balfour a proposé que les articles quatre a huit
inclusivement soient adoptés. Plait-il aux honorables sénateurs
d’adopter la motion?

Des voix: D’accord.

Le président: Adoptée.

L’article neuf de 'ordre du jour porte sur les futurs travaux
du comité. Comme je viens de le dire, le comité a entrepris une
étude du soutien qu’apporte le gouvernement fédéral aux
investissements dans les techniques de pointe. Sans étre d’une
portée trés étendue, cette étude est néanmoins importante. Elle
a €té interrompue pour certaines raisons, notamment parce
qu’une foule de comités spéciaux du Sénat, dont le comité du
sénateur Pitfield, et le Comité mixte sur la réforme du Sénat,
siégeaient & ce moment-1a. Ces comités nécessitaient beaucoup
d’heures-personnes, de salles de réunion et d’installations.

Le sénateur Pitfield: En quel sens le comité que je présidais
a-t-il accaparé beaucoup d’heures-personnes?

Le président: Etant donné que beaucoup de comités se réu-
nissaient 4 ce moment-la, que nous n’avions pas suffisamment
de personnel pour suffire 4 la tiche et que nos semaines étaient
trés comprimées, il a été impossible de poursuivre toutes les
réunions. Les choses devraient aller mieux cette année, car le
nombre de comités a été réduit.

Pour compliquer davantage les choses, ’an dernier, un sous-
comité de notre comité a été chargé, comme je l'ai déja dit,
d’entreprendre une étude des techniques de pointe. Je crois
qu’en tout, 20 comités siégeaient alors. Quoi qu’il en soit, le
personnel de soutien ne pouvait suffire 4 la tiche. La solution
la plus simple consistait donc 4 retarder notre étude jusqu’a ce
que certains autres comités se soient acquittés de leur mandat.

Certains ont proposé que nous renoncions a cette étude, mais
je pense qu’en tenant trois ou quatre autres réunions, nous
pourrons recueillir assez de renseignements pour rédiger un
rapport; avec votre permission, je voudrais que nous procédions
ainsi.

Le sénateur Godfrey: J'en fais la proposition, monsieur le
président.

Le président: Etes-vous d’accord, honorables sénateurs?
Des voix: D’accord.
Le président: Adoptée.

Pour ce qui est des futurs travaux du comité, peut-étre
devrions-nous songer a étudier certains points du rapport du
vérificateur général et du budget des dépenses. Il a été proposé
que nous nous penchions sur un sujet un peu moins ésotérique
que I’étude des techniques de pointe, peut-étre, par exemple, le
programme d’assurance-chdmage au Canada. Quelqu’un
d’autre a eu I'amabilité de proposer que nous examinions la
situation de Canadair; il y a également d’autres sociétés de la
Couronne sur lesquelles nous pourrions nous pencher.



15-3-1984

Finances nationales 1:9

[Text]
Senator Leblanc: So we have to receive permission from the
Senate to do that?

The Chairman: | think that authorization is already there.
Do we have anything else to deal with, Mr. Desmarais?

The Clerk of the Committee: At the beginning of each ses-
sion the chairman of a committee is expec}ed to present a
financial report of the committee for the previous session. This
year it was thought that it would be desirable to have the.com-
mittee review the report to be pre§ented. In the past chairmen
merely tabled the report. There is no discussion of it in the
Senate. It is merely an accounting of the expenses incurred by
the committee for the previous session. I have copies of that
report if you would like to see it.

Senator Godfrey: Thank you. This is a new regime.

The Chairman: One might say it is a very terse report. It is a
two-line financial statement. It is short of _detanl. I can only
assume that the Clerk is whetting our appetite for more infor-
mation.

Senator Godfrey: 1 would not call that full disclosure by any
stretch of the imagination. 1 withdraw my statement that we
are under a new regime.

The Chairman: Is it your wish that you have a ?T?Ideta']ed
accounting? I would be interested in seeing more detatl.

Senator Godfrey: Under the preV§0u5 regime they cl‘)’e" .had
instructions that the summary of evidence was notft(t)h e g}:v;n
to committee members but was for the purPOSCIOh. lf chair-
man only. I think that is really quite outrageous. | think we are
entitled to something better than this report. :

The Clerk of the Committee: The detailed reporting would
be virtually what you see here for this committee. .

The Chairman: Could we have a copy of the gu,gﬁet-u-];t, L
presented to the Internal Economy, Budgets an . T}:f“ aa(;
tion Committee? They have a better breakdown t :n is, an
from it we can ask any question we s€€ fit. Can we have a copy
of that?

The Clerk of the Committee: Yes. What lbprella(a:jred fo;
Senator Everett on a continuing basis was thef rea O\gndo
the amount of money spent versus the amount 0 l_x;nonc:y udg-
eted. I have that in a budget book in my office. However, can
we present this report?

The Chairman: Yes. _ _

The Clerk of the Committee: All committees will be present-
ing reports— ’

The Chairman: It is not a matter of “can”. 1 understand that
we have to. o

ittee: it i tutory regulation

The Clerk of the Committee: Yes, itisa sta i
Withiﬁ 15 sitting days. All commuittees will be presenting
reports which are exactly the same as this OI.IC, R

. Mr. Chairman, 1 thu}k that this first
res:rlzag,t[?;ullée ::::ﬁon how long the first session lasted. We are

i mount of $237,717 ar}d maay people do not
LO:;(\LnExZ::tT; }?ow long that first session lasted. If there was

[Traduction)

Le sénateur Leblanc: Avons-nous besoin de la permission du
Sénat pour entreprendre ces études?

Le président: Je pense que nous I’avons déja. Y a-t-il autres
points a discuter, monsieur Desmarais?

Le greffier du Comité: Au début de chaque session, le prési-
dent d’un comité est censé présenter un rapport financier sur la
session précédente. Cette année, on a pensé qu’il serait souhai-
table que le comité examine le rapport qui sera présenté.
Autrefois, les présidents ne faisaient que déposer ces docu-
ments. On n’en discute pas au cours des réunions du Sénat. I
s’agit simplement d’un relevé des dépenses engagées par le
comité pendant la session précédente. J'en ai des exemplaires,
si vous désirez y jeter un coup d’ceil.

Le sénateur Godfrey: Merci. C’est la une nouvelle fagon de
procéder.

Le président: On pourrait dire que c’est un rapport trés laco-
nique. Il s’agit d’un état financier de deux lignes. Il y manque

des détails. Je présume que le greffier désire exciter notre soif
de renseignements.

Le sénateur Godfrey: Malgré tous mes efforts d’imagina-
tion, je ne pourrais pas dire que ce rapport divulgue tous les
renseignements voulus. Je retire ce que j’ai dit au sujet du fait
qu’il s’agissait d’'une nouvelle fagon de procéder.

Le président: Désirez-vous obtenir un relevé plus détaillé?
Personnellement, j’y serais favorable.

Le sénateur Godfrey: Selon I’ancienne fagon de procéder, on
donnait méme des directives pour que le procés-verbal ne soit
transmis qu’au président du comité, et non a tous les membres.
Je pense que c’est réellement scandaleux. A mon sens, nous
avons le droit d’obtenir un rapport plus détaillé que celui-ci.

Le greffier du Comité: Le compte rendu détaillé serait prati-
quement le méme que celui que vous avez sous les yeux.

Le président: Pourrions-nous obtenir un exemplaire du bud-
get qui est présenté au Comité de la régie interne, des budgets
et de I'administration? Il est mieux ventilé que celui-ci et nous
permettra de poser toute question que nous jugerons oppor-
tune. Pouvons-nous en obtenir un exemplaire?

Le greffier du Comité: Oui. J'ai préparé périodiquement
pour le sénateur Everett la ventilation des montants dépensés
par rapport aux montants prévus dans le budget. Je I’ai dans
un dossier, & mon bureau. Mais pouvons-nous présenter ce rap-
port?

Le président: Oui.

Le greffier du Comité: Tous les comités présenteront des
rapports. ..

Le président: Il ne s’agit pas de savoir si nous pouvons le
faire ou non. Je crois que nous devons le faire.

Le greffier du Comité: Oui, le Réglement exige qu’il soit
déposé dans les quinze jours de séance. Tous les comités pré-
senteront des rapports exactement comme celui-ci.

Le sénateur Leblanc: Monsieur le président, je pense que ce
premier rapport devrait indiquer la durée de la premiére ses-
sion. Nous avons sous les yeux un montant de 237 717 $, mais
beaucoup de gens ne savent pas exactement quelle a été la
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some indication that the first session lasted for three years, you
would not react the same way to that amount if you inter-
preted it as covering only 12 months. Perhaps there could be
some indication in the report of how long the session lasted.

The Chairman: We will amend the report.
Is there any other business to deal with?

The Clerk of the Committee: Is it agreeable that we table
the report as amended by Senator Leblanc?

Senator Stanbury: I so move.
Hon. Senators: Agreed.

The Chairman: Honourable senators, if there is nothing fur-
ther to deal with. I suggest that we adjourn. The first order of
business will be the study of the fiscal arrangements bill which
will be coming from the House of Commons during the next
few days. It is at the stage of second reading now. When we
receive it we will so inform you.

The committee adjourned.

OTTAWA, THURSDAY, MARCH 15, 1984

The Standing Senate Committee on National Finance met
this day at 11.00 a.m. to examine the Supplementary Esti-
mates (C) laid before Parliament for the fiscal year ending
March 31, 1984.

Senator C. William Doody (Chairman) in the Chair.

The Chairman: Honourable senators, the purpose of this
meeting is to review Supplementary Estimates (C) and have a
general meeting with Mr. Manion and Treasury Board offi-
cials. This afternoon we will meet with Senator Austin, the
Minister responsible for CDIC to review the Canadair and de
Havilland items in the estimates. We will safely leave those for
this afternoon. I know that Mr. Manion will be disappointed at
not being involved in the discussion on Canadair, but we will
have to deprive him of that opportunity.

I should like to draw the attention of the committee mem-
bers to a letter which I sent out on March 13 outlining the pro-
gram of the committee. If the members have any views or
thoughts on the contents of the letter, we can discuss them
after the meeting this morning.

Relative to this morning’s meeting, Mr. Manion is, of
course, well known to the committee. He has appeared before
us many times. We have had a very satisfactory relationship
with the Treasury Board and its officials. We look forward to a
rather informative meeting this morning.

Mr. Manion, do you have any opening comments to share
with us?

Mr. J. L. Manion, Secretary, Treasury Board of Canada:
Mr. Chairman, I should like to introduce my colleagues, Mr.
Herman Hansen and Mr. Hugh Mullington, who are Assistant
Secretaries of the Treasury Board.

[Traduction]

durée de cette premiére session. Il conviendrait peut-étre
e s S

d’indiquer dans le rapport que la session a duré trois ans, car

les gens réagiraient mal s’ils s'imaginaient que ce montant ne

porte que sur douze mois.

Le président: Nous modifierons le rapport en conséquence.
I a-t-il d’autres points a discuter?

’Le greffier du Comité: Plait-il aux-honorables sénateurs du
déposer le rapport dans sa version modifiée par le sénateur
Leblanc?

Le sénateur Stanbury: J'en fais la proposition.
Des voix: D’accord.

Le président: Honorables sénateurs, s’il n’y a aucun autre
point a aborder, je propose que nous levions la séance. Le pre-
mier article de I'ordre du jour de la prochaine réunion sera
I’étude du projet de loi portant sur les accords fiscaux, que
nous enverra la Chambre des communes au cours des pro-
chains jours. Il en est actuellement a la deuxiéme lecture.
Quand nous le recevrons, nous vous aviserons.

Le comité susprend ses travaux.

OTTAWA, LE JEUDI 15 MARS 1984

Le Comité sénatorial permanent des finances nationales se
réunit aujourd’hui @ 11 heures pour étudier le budget supplé-
mentaire (C) déposé au Parlement pour I’année financiére se
terminant le 31 mars 1984.

I'Jle sénateur C. William Doody (président) occupe le fau-
teutl.

!_,e président: Honorables sénateurs, nous devons étudier
aujoqrd’hui le budget supplémentaire (C) et rencontrer M.
Manion et des fonctionnaires du Conseil du Trésor. Cet apreés-
midi, nous rencontrerons le sénateur Austin, le ministre res-
ponsable de la S.A.D.C., pour étudier les postes du budget con-
sacrés_é Canadair et a de Havilland. Nous allons donc réserver
ces sujets pour cet aprés-midi. Je sais que M. Manion sera
décu de ne pouvoir participer au débat sur Canadair, mais il
nous est impossible de lui en donner ’occasion.

J’aimerqis porter a I'attention des membres du Comité une
lettre que j'ai envoyée le 13 mars pour présenter le programme
de nos travaux. Si vous avez des remarques & exprimer concer-
nant la teneur de cette lettre, nous pourrons en parler aprés la
séance de ce matin.

Les membres du Comité connaissent bien M. Manion. Il a
comparu devant nous bien des fois. Nous avons toujours eu
d’excellentes relations avec le Conseil du Trésor et avec ses
fonctionnaires. La séance de ce matin devrait avoir un carac-
tére informatif,

Monsieur Manion, avez-vous une déclaration préliminaire a
nous présenter?

M. J. L. Manion, secrétaire du Conseil du Trésor du
Canada: Monsieur le Président, j"aimerais vous présenter mes
collégues, M. Herman Hansen et M. Hugh Mullington tout
deux secrétaires adjoints du Conseil du Trésor.
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I do not have an opening statement, Mr. Chairman, but I
have prepared some highlights, which I understand have been
circulated to you. You also have the usual list of $1 items. In
order to save time, | will skim briefly over the highlights.

i .4 billion and the

These supplementary estimates total $2.4 bil y

are the ﬁnaII) supplementary estimates for the fiscal year 1983-
84.

Of the $2.4 billion in these supplementgry estimates, $1.3
billion represents the new spending authority that Parliament
is being asked to approve. The remammg $1.1 billion repre-
sents the net adjustment to items with a statutory authority.

Some of the major items for which parliamentary authority
is requested are the funds for Canac'ialr and de Havnl?and,
which the committee will be discussing this afternoon; the
$170 million to the Canada Post Corporation for infrastruc-
ture costs related to cultural mailings; the payments by the
Department of Agriculture in accordance with the Aglncul-
tural Stabilization Act; and the $66 million of additional pay-
ments by Energy, Mines and Resources uqdcr the panadf 0b||
Substitution Program. These are the main new items to be
voted.

The statutory items. consist- of a mix:of increases and
decreases whichy net out to the $1.1 billion that lzreff’il]'irg: ::
earlier. The largest item is an increase of $85 'E“t' :
National Health and Welfare for additional c;r_nn u nlon; c:)
the provinces under the Established Programs mar;?cl)rgﬁscai
including payments of $350 million r'elatmghmcgna e
years. There are advances of $300 million to t e'llion i
Corporation for their deficit for 1983-84; $263 mtlhe e
tional post-secondary education payments to in Ip S
under the Established Programs Financing Act, mf: u 4 3%141
amount of $153 million which relates to prior Yeafrstv ::der e
million of payments by the Department of Transpo
Western Grain Transportation Act.

I will not comment on the other changes, whlc}:i all;e ta t;anet'y
of increases and decreases, but it sho_uld be noltle tha elrte_ is
a reduction of $440 million in public ,degl‘ il =ing
primarily from lower interest rates applicable to y .

I will not go through the $1 votes, because the list hasrbeen
provided. There are 32 §1 votes. Twenty-six of these z;re fma‘r;-
cial in nature with 16 seeking approval to transfer funds

between votes.

: though the total estlmates tabled to date
an:guﬁ?izl;sglg? ;iluion,gthe 1983-34_pr01ect_ed lapse of lfpen}cli.
ing authority is estimated at $2.1 billion, which means that the
amounts in these supplementary estimates will be z:fcom-
modated within the 1983-84 forecast total expenditures

[Traduction]

Je n’ai pas de déclaration préliminaire & présenter, monsieur
le Président, mais j’ai préparé un résumé qui, je crois, vous a
été communiqué. Vous avez également la liste traditionnelle
des crédits de 1 $. Pour gagner du temps, je vais passer rapide-
ment sur le résumé.

Ce budget supplémentaire se monte a un total de 2,4 mil-
liards de dollars, et c’est le dernier budget supplémentaire de
I’année financiére 1983-1984.

Sur les 2,4 milliards de dollars du total du budget supplé-
mentaire, 1,3 milliard de dollars représentent le nouveau pou-
voir de dépenser qui est soumis a I'approbation du Parlement.
La différence de 1,1 milliard de dollars représente des rajuste-
ments nets a des crédits prévus dans une loi.

Parmi les principaux crédits soumis a I'approbation du Par-
lement, on trouve des fonds pour Canadair et de Havilland,
que le Comité doit étudier cet aprés-midi; on trouve les 170
millions de dollars de la Société canadienne des postes, corres-
pondant a des coiits d’inrastructure occasionnés par des envois
de courrier 4 caractére culturel; on trouve encore des verse-
ments effectués par le ministére de I’Agriculture conformé-
ment 4 la Loi sur la stabilisation des prix agricoles; et enfin, les
66 millions de dollars des versements supplémentaires effec-
tués par Energie, Mines et Ressources au titre du Programme
canadien des substituts du pétrole. Voila les principaux crédits
nouveaux qui vont étre mis aux voix.

Les crédits prévus dans une loi comportent des diminutions
et des augmentations dont le résultat net correspond a la
somme de 1,1 milliard de dollars que je viens de mentionner.
Le plus gros crédit est 'augmentation de 852 millions de dol-
lars du budget de la Santé nationale et du Bien-étre social pour
I'augmentation des contributions aux provinces en vertu de la
Loi sur le financement des programmes établis, et qui com-
prend notamment des versements de 350 millions de dollars au
titre des années financiéres antérieures. Il s’agit d’avances de
300 millions a la Société canadienne des postes pour son déficit
de 1983-1984; de 263 millions de versements supplémentaires
destinés a I’éduchtion postsecondaire dans les provinces régies
par la Loi sur le financement des programmes établis, dont 153
millions de dollars pour des données antérieures; et de 141 mil-
lions pour des versements effectués par le ministére des Trans-
ports au titre de la Loi sur le transport du grain dans I’Ouest.

Je n’ai rien a dire sur les autres changements, qui compren-
nent des augmentations et des diminutions, mais on remar-
quera qu’il y a eu une diminution de 440 millions de dollars
dans le service de la dette publique, grice principalement a
I'abaissement des taux d’intérét applicables aux bons du trésor.

Je ne reviendrai pas sur les crédits de 1 $, dont la liste vous a
été communiquée. lls sont au nombre de trente-deux. Vingt-six
d’entre eux sont de nature financiére et pour seize d’entre eux,

on demande 'autorisation de transférer des fonds d’un crédit a
I’autre.

En conclusion, bien que le montant total du budget déposé
jusqu’a maintenant atteigne 92,7 milliards de dollars, I’excé-
dent du pouvoir de dépenser prévu pour 1983-1984 est estimé a
2,1 milliards de dollars, de sorte que le montant du présent
budget supplémentaire sera couvert par le total des dépenses
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announced by the Minister of Finance in his February 15,
1984 budget.

Thank you, Mr. Chairman, we are open to any questions.

Senator Hicks: First of all, I would like a little more infor-
mation about the payment to the Canada Post Corporation. I
understand that this relates to some sort of subsidization of
mailing second-class publications, or publications that qualify
for second-class mailing rates, and that they relate to a cate-
gory of publications generally referred to as having some cul-
tural significance. If that is correct, why do we do it this way?

Mr. Manion: Senator Hicks, there are two Canada Post
items in the supplementary estimates. You have the $170 mil-
lion which is a subsidy for cultural mailings and the $300 mil-
lion which is the deficit for 1983-84. I believe that you are
referring to the first of these items.

Senator Hicks: I am. I understand that we are required to
pay the $300 million by statute.

Mr. Manion: I will ask Mr. Hansen to comment on the $170
million subsidy.

Mr. Herman P. Hansen, Assistant Secretary, Social
Development, Program Branch, Treasury Board of Canada:
Mr. Chairman, we had printed these in previous years in the
main estimates as part of the Department of Communications’
budget. Cultural mailings had been supported by the Depart-
ment of Communications for a number of years. They were
footnoted in the 1983-84 main estimates as being transferred
to Canada Post and that would be done in the supplementary
estimates this year. The subsidies for cultural mailings are
decided upon by ministers in terms of the supporting amount.
They have been approximately that size each year.

Senator Hicks: Since the crown corporation is taking over,
we have to pay this money?

Mr. Hansen: We pay it directly, senator, as opposed to
through the Department of Communications.

Senator Hicks: This is not the total amount of costs relating
to this class of mail. I understand that the Department of
Communications spends $50 million.

Mr. Hansen: In the past it has spent that amount. The idea
now is to make the payment directly to Canada Post.

Senator Hicks: Does the Department of Communications
pay the additional $50 million to the Canada Post, too?

Mr. Hansen: I do not believe they do, but if you will give me
a moment I will check on that.

The difference between those is that the $50 million for
communications is a payment to publishers of various cultural
magazines. The $170 million for the Post Office is a mailing
and equipment maintenance subsidy which deals with off-size
and different kinds of magazines and papers.

[Traduction]

prévu pour 1983-1984, qui a été annoncé par le ministre des
Finances dans son budget du 15 février 1984.

Je vous remercie, monsieur le Président, et nous sommes
préts a répondre aux questions.

Le sénateur Hicks: Tout d’abord, je voudrais des renseigne-
ments supplémentaires sur le versement a la Société cana-
dienne des postes. 11 s’agit, semble-t-il, d’'une forme de subven-
tion versée a des publications expédiées en deuxieéme classe, ou
a des publications qui relévent du courrier de deuxiéme classe,
et qui globalement présentent un caractére culturel. Si C’est
bien exact, pourquoi faut-il procéder de cette fagon?

M. Manion: Sénateur Hicks, il y a deux crédits pour la
Société canadienne des postes dans le budget supplémentaire.
On trouve d’abord 170 millions de dollars de subventions aux
envois culturels et 300 millions de dollars qui correspondent au
déficit de 1983-1984. Vous voulez sans doute parler du pre-
mier de ces crédits.

Le sénateur Hicks: En effet. La loi nous oblige a payer les
300 millions de dollars.

M. Manion: Je vais demander 2 M. Hansen de nous parler
de la subvention de 170 millions de dollars.

M. Herman P. Hansen, secrétaire adjoint, Développement
social, direction des programmes, Conseil du Trésor du
Canada: Monsieur le Président, ces derniéres années, nous fai-
sions inscrire ce crédit dans le budget principal au chapitre du
ministére des Communications. Les envois culturels ont été
pris en charge par le ministére des Communications pendant
un certain nombre d’années. Dans le budget de 1983-1984, une
note en bas de page indiquait qu'ils étaient transférés a la
Société canadienne des postes, et que le changement apparai-
trait dans le budget supplémentaire de cette année. Ce sont les
ministres qui déterminent le montant de la subvention aux
envois culturels. Le montant reste a peu prés le méme d’une
année sur l'autre.

Le sénateur Hicks: Est-ce 4 nous de verser ce montant
2 2 it 4 ’
étant donné qu’il est pris en charge par une société de la cou-
ronne?

M. Ha'nsen: Nqu§ le payons directement, sénateur, et non
pas par I'intermédiaire du ministére des Communications.

!,e sénateur l’licks: Il ne s’agit pas du montant total des
couts occasionnCs par cette catégorie de courrier. Je crois

savoir que le ministére des Communications i
: consacre 50 mil-
lions de dollars. " S

M. Hansen: C’est en effet la somme qu’il y consacrait. On a

Oul g 1
Vi u verser cet ar ent d lecte"lc"t a la SOClete Ca"adle"“e

2 Le lse_nateur Hicks: Est-ce que le ministére des Communica-
1ons fur verse un montant supplémentaire de 50 millions?

M. Hansen: Je ne le pense pas, mais si voulez bien m’accor-
der un instant, je vais vérifier.

La dlfferen'ce, .c’cst que les 50 millions de dollars destinés
aux communications sont versés aux éditeurs de différents
(rjnaggz’mes culturels. Le montant de 170 millions de dollars

estinc aux Postes est une subvention pour I'expédition et
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The Chairman: What is the definition of “cultural” in this
context? Who defines what is cultural and what is not?

Mr. Hansen: | am afraid I do not have the actual definition.
The definition of which magazines are cultural is determined
by the minister and by cabinet.

Senator Hicks: The minister ultimately ma!(e_s the decision,
but the Canada Post Corporation makes the initial classifica-
tion.

Senator Leblanc: Do you have one of those magazines with
you?
Mr. Hansen: No.

Senator Thériault: The $50 million that you spcgk.about is
paid directly to publishers. How do'es the $170 million com-
pare with what has been paid in previous years?

Mr. Hansen: This is in the same range of payments, and it is
paid through the department.

Mr. Manion: There are two elements: $50 rr_lillion of tl}c
communications vote and $170 million which is covered in
these supplementary estimates under Canada Post. To my
recollection, it is the same as it was in the previous two years.

Mr. Hugh J. Mullington, Assistant Secretary, Crown Cor-
porations, Program Branch, Treasury Board: The amosmt that
was reflected is $210 million which appeared in DOC’s books
only, and DOC had to compensate by double entry the Canada
Post Corporation.

Senator Hicks: So DOC paid the whole $210 million to
Canada Post?

Mr. Mullington: That is right.

Senator Hicks: This is why 1 was puzzled by the answer I
received about the $50 million. My notes say that lr_lmally this
item, in 1979, was $136 million which was listed in the esti-
mates for the Post Office as a below-the-line entry. What has
happened to the below-the-line entry?

Mr. Mullington: It was an indication that the Post Office
provided that service on a non-compensatory basis, and the
beneficiary was Department of Communications programs. It
was voted to the Department of Communications. It was
shown as a charge against DOC by the Post Office.

Senator Hicks: By 1982 the costs have risen to $220 million
mainly as a result of inflation. The figure was split into two
parts: $50 million as a program cost for the Department of
Communications and $170 million has been pal.d to Canada
Post. The sentence in my notes which worries me indicates that
the portion for DOC, $50 million, is a guaranteed base for the

[Traduction]

’entretien du matériel qui concerne différentes sortes des
magazines et de journaux de format particulier.

Le président: Quelle est la définition du caractére culturel
dans ce contexte? Qu’est-ce qui est culturel et qu’est-ce qui ne
’est pas?

M. Hansen: Je n’ai malheureusement aucune définition a
vous proposer. C’est le ministre et le cabinet qui déterminent
les magazines 4 caractére culturel.

Le sénateur Hicks: C’est le ministre qui prend la décision
finale, alors que la Société des postes classe le courrier au
départ.

Le sénateur Leblanc: Avez-vous I'un de ces magazines par-
devers vous?

M. Hansen: Non.

Le sénateur Thériault: Les 50 millions dont vous parlez sont
versés directement aux éditeurs. Quel était, ces derniéres
années, le montant correspondant a I’actuelle somme de 70
millions de dollars?

M. Hansen: Le versement est resté 4 peu prés le méme, et il
est effectué par I'intermédiaire du ministére.

M. Manion: Il faut considérer 2 éléments: les 50 millions de
dollars du crédit des communications et les 170 millions de
dollars qui apparaissent dans ce budget supplémentaire au
chapitre de la Société canadienne des postes. Si je me souviens

bien, les chiffres étaient analogues pour les 2 années précéden-
tes.

M. Hugh J. Mullington, secrétaire adjoint, sociétés de la
Couronne, direction des programmes, Conseil du Trésor: 1l
était question d’'un montant de 210 millions de dollars qui était
inscrit uniquement dans la comptabilité du ministére des com-
munications, et ce ministére devait indemniser la Société cana-
dienne des postes par une opération comptable ordinaire.

Le sénateur Hicks: Le ministére des communications versait
donc I'intégralité des 210 millions de dollars 4 la Société cana-
dienne des posfes.

M. Mullington: C’est exact.

Le sénateur Hicks: C’est pourquoi la réponse que je viens de
recevoir 4 propos des 50 millions de dollars m’a Surpris.
D’aprés mes informations, ce montant était de 136 millions de
dollars en 1979, et il apparaissait au chapitre des postes en tant

qu’inscription hors budget. Qu’est-il advenu de cette inscrip-
tion hors budget?

M. Mullington: Elle indiquait que les Postes assuraient ce
service sans en étre indemnisées, et que le bénéficiaire du mon-
tant en question était le programme du ministére des Commu-
nications. Ce crédit a été affecté au ministére des Communica-
tions. Il a été inscrit comme débité au ministére des
Communications par la Société canadienne des postes.

Le sénateur Hicks: En 1982, les coiits étaient montés a4 220
millions de dollars surtout a cause de I'inflation. Le chiffre a
€té divisé en deux: 50 millions de dollars a titre de dépenses du
ministére des Communications pour ses programmes et 170
millions de dollars qui ont été versés 4 Postes Canada. Dans
mes notes, la phrase qui m’inquiéte dit que la partie destinée
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cultural program and must be used to purchase rate reductions
from Canada Post up until 1986-87 when DOC has discretion-
ary control over it. That does not jibe with the answer you gave
that this is paid to publishers. The notes I have indicate that
this is paid to the Canada Post Corporation and charged to
DOC. I do not want to belabour the point, but perhaps you
may provide me with a clarification.

Mr. Manion: We will seek clarification of that point.

Senator Hicks: Perhaps you can tell us what has actually
happened.
The Chairman: I wonder if that list is available as well.

Mr. Manion: Yes.

The Chairman: Perhaps there is a definition of what is a cul-
tural publication.

Senator Hicks: If 1 may intervene, Mr. Chairman, you
would be amazed and surprised at the items included in that. I
am also amazed and disappointed by some items which have
not been included. However, I realize that is not a subject for
discussion this morning.

For the moment, 1 want to pass over to $1 votes and talk
about the Secretary of State Department which receives an
extra $264 million. The true cost of the adjustments to the
transfer payments to the provinces in relation to established
program financing having to do with post-secondary education,
I understand, is $382 million and then $118 million represents
the extra payment in the fiscal transfer to the provinces that
they have actually received and which we are now withholding
from them in this payment. Without discussing the merits of
the amounts, because we will have to examine those when we
look at Bill C-12 which imposes the ceilings on the financing of
post-secondary education, are we not in advance of the passage
of Bill C-12 retroactively restricting the transfer payments to
the provinces in relation to post-secondary education? If so, I
am unhappy about this, and I wonder what the justification is
for such action.

Mr. Hansen: Are you referring to the statutory post-second-
ary payments to the provinces? These are being made pursuant
to the Established Program Financing Act of 1977, $263 mil-
lion, as part of these supplementary estimates, and the adjust-
ment has been made on the basis of the changes based on the
Department of Finance forecasts made in January for the end
of the year. In fact, these are a statutory payment and are not
being withheld.

Mr. Manion: I am a little puzzled by the question. You may
be referring to the amount included in the 1984-85 main esti-
mates. If I am not mistaken, I believe that amount is based on
the substances of the bill tabled in the House of Commons. So

[Traduction)

au ministére des Communications, 50 millions de dollars, est
une base financiére garantie pour le programme culturel et
doit servir a I’achat de réductions des tarifs de Postes Canada
jusqu’a I'année 1986-1987, lorsque le ministére des Communi-
cations aura un pouvoir de contrdle discrétionnaire sur cette
somme. Cela ne cadre pas avec la réponse que vous m’avez
donnée, a savoir que la somme est versée aux éditeurs. D’aprés
mes notes, elle est versée a la Société canadienne des postes et
imput'ée au MDC. Je ne voudrais pas compliquer indiiment la
question, mais pourriez-vous me donner quelques éclaircisse-
ments 4 ce sujet?

M. Manion: Je vais en demander.

Le sénateur Hicks: Pourriez-vous nous dire ce qui est réelle-
ment arrivé?

Le président: Je me demande si cette liste est également dis-
ponible.

M. Manion: Oui, elle I'est.

Le président: Peut-étre contient-elle une définition de ce qui
constitue une publication culturelle.

Le sénateur Hicks: Si je peux intervenir, monsieur le prési-
dent, vous seriez stupéfait d’apprendre tout ce que cette défini-
tion recouvre. J'ai ét€ surpris et dégu de ce qu’elle ne s’appli-
quait pas a certaines publications. Cependant, ce n’est pas de
cela que nous parlons ce matin.

Pour Pinstant, je voudrais que nous discutions des crédits de
1 $ et du Secrétariat d’Etat qui recoit une somme additionnelle
de 264 millions de dollars. Le véritable coiit des rajustements
apportés aux paiements de transfert faits aux provinces dans le
cadre du financement des programmes établis relatifs 4 1’édu-
cation postsecondaire est, je crois, de 382 millions de dollars
ce qui fait que la somme de 118 millions de dollars représenté
un montant additionnel qui a été versé aux provinces a titre de
transfert fiscal, qu’elles ont bel et bien empoché et que nous
déduisons maintenant dans ce versement-ci. Sans vouloir con-
tester le bien-fondé de ces sommes, puisque nous devrons les
examiner lorsque nous étudierons le projet de loi C-12 qui
impose un plafond au financement de ’éducation postsecon-
daire, je me demande si ce n’est pas anticiper I’adoption du
projet de loi C-12 qui réduira rétroactivement les paiements de
transfert aux provinces a ce chapitre? Dans ce cas, cela ne me
plaitt pas et je ne vois pas comment nous pouvons justifier ce
geste.

M. Hansen: Parlez-vous des versements statutaires que nous
faisons aux provinces aux fins de I'éducation postsecondaire?
Ces versements sont faits aux termes de la Loi de 1977 sur le
financement des programmes établis, ils sont de 263 millions
de_dollars et font partie du budget supplémentaire. Cela dit, le
raJus.te.me\nt a été fait en fonction des changements prévus £)ar
le ministére des Finances en janvier pour ce qui restait de

1 année financiére. En fait, il s’agit d’un paiement statutaire et
non d’une retenue.

M. Manion: La question me laisse un peu perplexe. Vous
parlez peut-étre de la somme prévue dans le budget principal
pour I’{mnée financiére 1984-1985. Si je ne m’abuse, le mon-
tant a été établi aux termes du projet de loi qui a été déposé a
la Chambre des communes. Pour autant que je sache, rien



15-3-1984

Finances nationales I: 15

[Text]

far as I am aware, there is nothing in the supplementary esti-
mates that represents anticipatory application of that legisla-
tion.

Senator Hicks: Again I must ask for some further clarifica-
tion because my understanding is that, if Bill C-12 is not
passed, the amount that would be transferred to the provinces
would be $382 million and that $118 million is the reduction
that will be sought from the passage of Bill C-IZ. Again, there
is not a firm answer to that. I would be quite satisfied if you
would supply that information to us later.

Mr. Manion: We will do that.

The Chairman; Bill C-12 deals with the cap of 6 per cent for
last year and 5 per cent for this year.

Senator Hicks: Yes. It is the retroactive nature of this which
seems to me to be unfair to the provinces. l _wonder if there is
an explanation or justification for the position of the federal
government.

That completes the two main points I wanted to raise, and it
looks as though I must wait for clarification in respect of both
of them. I am not as concerned about the §1 items as, appar-
ently, this committee was last year. Last year in our report we
included a paragraph that said the'subcommlttee was of the
opinion that this was an inappropriate use of §upplementary
estimates. It felt it would be more aPPl'OP“a“_’«_'f funds lapsed
within votes and departments in need of additional resources,
to go through the appropriate parliamentary channels and
request additional funds. I had forgotten that we included that
in our report. I suppose I should ask Mr. Manion whether he
has any further comments to make on it now. I must confess
that I personally am not so exercised as, apparently, the com-
mittee was a year ago.

Mr. Manion: | think one could argue that case either way.
The fact is, however, that this apprqaCh has been f0."0‘_”°d' over
the years. it does avoid what one might call the artificial infla-
tion of the total amounts of money voted. When we have, per-
haps, a much larger total volume of estimates, it rr_nght make it
somewhat more difficult to compare real expenditures to real
expenditures.

On the other hand, the offsets that occur in the supplemen-
tary estimates are complex and confusmg. I think o;e could
argue in either case. It is the present view of. the reasury
Board that the practice that has been followed is appropriate,
but we would welcome the advice of senators on this matter. If
the process causes difficulties or results in a lafzk of under-
standing, we would certainly want to take that into account.
However, it is the practice that has been followed and seems to
be appropriate.

We try to encourage departments not to seek additional
votes without looking within their own budgets for offets, and
we press them very hard to do that. If all'of the supplementary
estimates were voted as new items, we might lose a little bit of

that psychological conditioning.

«

[Traduction)

dans le budget supplémentaire ne résulte de I'application anti-
cipée de cette mesure.

Le sénateur Hicks: Je dois de nouveau vous demander des
éclaircissements parce que je crois savoir que si le projet de loi
C-12 n’est pas adopté, le montant du transfert qui sera fait aux
provinces sera de 383 millions de dollars alors que s'il est
adopté, il y aura une réduction de 118 millions de dollars. La
encore, il n’y a pas de réponse claire. Je vous serais trés recon-
naissant de nous fournir ce renseignement plus tard.

M. Manion: Ce sera fait.

Le président: Le projet de loi C-12 prévoit un plafond de 6

pour cent pour I'année derniére et de 5 pour cent pour cette
année.

Le sénateur Hicks: C'est exact. Il me semble que l'effet
rétroactif de ce projet de loi est injuste envers les provinces. Je
me demande s'il y a une explication ou une justification 2 la
position que le gouvernement fédéral a adoptée.

Ce sont les deux questions que je voulais poser et il semble
que je vais devoir attendre la réponse dans les deux cas. Je ne
me préoccupe pas autant des postes de dépenses de $1 que le
Comité s’en inquiétait I'an dernier. Notre rapport de I’année
derniére contenait un paragraphe disant que le Sous-comité
était d’avis que c’était faire un mauvais usage du budget sup-
plémentaire, qu’il serait plus indiqué, si les fonds manquaient
dans certains postes ou pour les ministéres ayant besoin de res-
sources additionnelles, d’utiliser la filiére parlementaire pour
demander des crédits supplémentaires. J’avais oublié que nous
avions écrit cela dans notre rapport. Je devrais peut-étre
demander 4 M. Manion s'il a quelque chose 4 dire 4 ce sujet
maintenant. Je dois confesser que personnellement, je n’en
connais pas aussi long que le Comité il y a un an.

M. Manion: On pourrait argumenter pour et contre cette
pratique. Toutefois, le fait est qu’elle est en usage depuis de
nombreuses aenées. Elle permet d’éviter ce qu’on pourrait
appeler Pinflation artificielle du total des crédits votés. Par
exemple, si le total des crédits était de beaucoup supérieur, il
pourrait étre plus difficile de comparer les dépenses réelles pré-
vues aux dépenses réelles elles-mémes.

Par contre, les transferts de compensation qui apparaissent
dans le budget supplémentaire sont compliquées et créent la
confusion. Les deux arguments sont valables. A I’heure
actuelle, le Conseil du Trésor est d’avis que cet usage est
approprié, mais il aimerais connaitre I’avis des sénateurs a ce
sujet. Si cette pratique cause des problémes ou nuit a la com-
préhension du budget, nous reconsidérerons certainement la
question. Cependant, elle est en usage depuis longtemps et elle
semble faire P'affaire.

Nous essayons d’inciter les ministéres 4 ne pas demander de
crédits additionnels sans d’abord avoir cherché dans leurs pro-
pres budgets une fagon de compenser les insuffisances et nous
insistons beaucoup la-dessus. Si tous les crédits supplémentai-
res étaient votés a titre de nouveaux postes de dépenses, cela
réduirait peut-étre un peu I'efficacité de ce conditionnement
psychologique.
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Senator Hicks: Mr. Chairman, I suppose our committee
might give some consideration to whether we want to repeat
the observation that we made last year. In the meantime, I am
satisfied with Mr. Manion’s comments and explanations.

The Chairman: One of the items is two votes to establish
loan guarantees on a counter vote. That is an unusual depar-
ture, is it not? Item C.

Mr. Manion: The amendments to the Financial Administra-
tion Act last year provided authority for this, Mr. Chairman.
It is unusual in the sense that it is just now possible, under the
legislation which was approved last year.

The Chairman: So now loan guarantees can be established
through fund transfers in a given department?

Mr. Manion: Not fund transfers, Mr. Chairman.

The Chairman: Is that just the $1 vote under a new head-
ing?

Mr. Manion: Through the $1 vote. One can argue that
another way of doing that would be simply to put the appropri-
ate item in the Appropriations Act and forget the $1, but it is
in the Appropriations Act, which would mean that there must
be a minimum amount of money attached to each element to
fit the concept of the Financial Administration Act.

The Chairman: I was looking for some explanation of the
two votes. Are they in the appendix here?

Mr. Manion: Yes, they are in appendix 2.
The Chairman: It says:

Authority is requested for approval of the issue of non-
interest bearing, non-negotiable demand notes of up to
$14 million for contributions to international financial
institutions.

You say this is appropriate under the Financial Administration
Act? It looks a bit strange to me.

Mr. Manion: Yes. It concerns the two items on the first
page of appendix 2, the agriculture vote and the transport vote,

Senator Doody: Yes, “loan guarantees.”

Senator Hicks: Those are all the observations I have at the
present time, Mr. Chairman.

The Chairman: Thank you, Senator Hicks. Are there any
other questions? Senator Thériault?

Senator Thériault: I notice, Mr. Chairman, that you are
going to discuss this afternoon the Canadair and de Havilland
situation. I would like to get some information. This item here
for $310 million, is this amount for the fiscal year 1984-85 or
for this current fiscal year?

Mr. Mullington: It is for March 31, 1985—1I am sorry, it is
for the balance of the financial year for Canadair and it is
being funded during the current fiscal year. It is to provide

[Traduction)

Le sénateur Hicks: Monsieur le président, le Comité pour-
rait se demander s’il tient a refaire cette année I’observation
qu’il a faite I'année derniére dans son rapport. Pour ma part, je
suis satisfait des observations et explications de M. Manion.

Le président: L’un des postes budgétaires consiste en deux
crédits visant 4 établir des préts garantis. Cest assez inusité,
n’est-ce pas? Je parle du poste C.

M. Manion: Les modifications apportées I'année dernicre a
la Loi sur 'administration financiére autorisent ce procédé,
monsieur le président. Il est inusité en ce sens qu'il était inter-
dit avant cette année, le projet de loi modificatif ayant été
adopté I'an dernier seulement.

Le président: Donc, les garanties de préts peuvent mainte-
nant étre établies au moyen de transferts de crédits 4 un minis-
tére donné?

M. Manion: Pas au moyen de transferts de crédits, monsieur
le président . . .

Le président: S’agit-il d’un crédit de $1 voté pour un nou-
veau poste?

M. Manion: . ..au moyen d’un crédit de $1. On pourrait
prétendre que pour faire cela, il n’y a qu’d inscrire le poste
budgétaire dans la Loi portant affectation de crédits et oublier
le 81, mais il est déja prévu dans la Loi, ce qui veut dire qu’un
crédit minimum doit étre affecté 4 chaque poste budgétaire
pour respecter I’objet de la Loi sur 'administration financiére.

Le président: J'aurais voulu avoir une explication de ces
deux crédits. Figurent-ils dans cet appendice?

M. Manion: Oui, ils figurent 4 'annexe 2.
Le président: 11 y est dit:

On demande I’autorisation d:approuvcr I’émission d’un
billet & vue non productif d’intérét et non négociable
jusqu’a concurrence de 14 millions de dollars pour couvrir
le versement de contributions a des institutions financiéres
internationales.

Vous dites que c’est conforme a la Loi sur I'administration
financiére? Cela me semble un peu etrange.

M. Manion: Il s’agit des deux postes figurant sur la pre-
miére page de I’Annexe 2, soit le crédit agriculture et le crédit
transports.

Le sénateur Doody: Oui, ce sont des préts garantis.

Le sénateur Hicks: Je n’ai pas d’autres observations a faire
dans le moment, monsieur le président.

_ Le président: Merci, sénateur Hicks. Y a-t-il d’autres ques-
tions? Sénateur Thériault?

Le sénateur Thériault: J’ai remarqué, monsieur le président,
que nous discuterons cet aprés-midi de la situation de Cana-
dair et de Havilland, mais j'aimerais obtenir certains rensei-
gnements. Le poste ici de 310 millions de dollars représente-t-il
un montant pour ’année financiére 1984-1985 ou pour I’année
financiére en cours?

; M Mullington: C’est pour le 31 mars 1985; je m’excuse, il
s"agit du montant octroyé pour le reste de I'année financiére de
Canadair et il est versé pendant I'année financiére en cours. Ce
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Canadair with sufficient funds to function for the balance of
its financial year.

Senator Thériault: Then why are you referring it to this fis-
cal year?

Mr. Mullington: It is the federal government’s fiscal year,
which is only being voted now, but it is to allow Canadair
money to carry on.

Senator Thériault: What is their fiscal year?

Mr. Mullington: I believe it is December 31st. It is the cur-
rent year.

Senator Thériault: And this is for their year 19847

Mr. Mullington: That is right.

Senator Thériault: So there is nothing in your budget, in the
main estimates, for 1984-85 for Canadair and de Havilland?

Mr. Mullington: That is right.

Senator Roblin: I just have a couple of observations on the
Post Office. First of all, have these people ever presented their
annual statements for the last two or three years?

Mr. Hansen: Yes, they were just released.

Mr. Manion: | believe so, senator. I believe they have
explained the problems that led to the delay. Thgre was a great
deal of difficulty on the part of the corporation iIn devising
appropriate accounting arrangements. The treatment of cash,
the treatment of assets and liabilities was the subject of very
prolonged study and negotiations. 1 believe, however, the
required reports have been filed.

Senator Roblin: What was the result of it all? Thcy lost
money, I suppose? How did you handle the payment s1tu§tlor’l,
in view of the fact that they had not submitted the auditor’s
report?

Mr. Mullington: Senator, under their act, they are entitled
to draw advances against future supplementary estimates that
come into the following year and be compensated for the
actual deficit. The Canada Post Corporation came in below
the target deficit for each of those two years.

Senator Roblin: What were the amounts, do you know?

Mr. Mullington: I do not have the figures with me. We can
provide those to you, senator.

Senator Roblin: I would appreciate it, if you would.

Looking at this subsidy of $220 million, I see thgt it is
divided into two parts. One portion of $170 million is on a
phase-out program so that, by the end of 1986, more or less,
that subsidy will no longer be payable to the Post Office. At
that time, what do they intend to do? I suppose they will have
to absorb that into their general structure?

[Traduction]

crédit a pour but de fournir & Canadair des fonds suffisants
pour fonctionner durant le reste de son année financiére.

Le sénateur Thériault: Alors pourquoi vous reportez-vous a
I’année financiére en cours?

M. Mullington: Il s’agit des crédits pour I’année financiére
du gouvernement fédéral, mais ces crédits ont pour but de per-
mettre 4 Canadair de continuer & fonctionner.

Le sénateur Thériault: Quelle est I'année financiére de
Canadair?

M. Mullington: Je crois qu’elle se termine le 31 décembre. 11
s’agit de I’année en cours.

Le sénateur Thériault: Ce sont des crédits pour I’année
1984?

M. Mullington: C’est exact.

Le sénateur Thériault: Donc, il n’y a rien dans votre budget

principal des dépenses pour 1984-1985 pour Canadair et de
Havilland?

M. Mullington: C’est exact.

Le sénateur Roblin: J'aimerais seulement faire quelques
observations au sujet de la Société canadienne des postes.
D’abord, cette société a-t-elle présenté son bilan annuel pour
les deux ou trois derniéres années?

M. Hansen: Oui, ils viennent juste d’étre présentés.

M: Manion: Je le crois, sénateur. Je crois aussi que la
Société a expliqué les problémes qui ont causé le retard. Elle a
eu beaucoup de difficultés a élaborer des méthodes comptables
convenables. Le traitement de I'argent en caisse, ainsi que de
Pactif et du passif a fait I'objet d’études en profondeur et de

longues négociations. Je crois toutefois que les rapports ont été
soumis. ~

Le sénateur Roblin: Quel est le résultat final? La Société a
perdu de ljargcnt, je suppose? Comment avez-vous procédé
pour les paiements étant donné que la Société n’avait pas sou-
mis le rapport du Vérificateur?

M..Mullington: Sénateur, en vertu de la Loi, la Société peut
obtenir des avances sur les budgets supplémentaires de ’année
sulvante et contrebalancer ainsi le déficit réel. Toutefois, le
déficit de la Société était inférieur au déficit prévu pour cha-
cune des deux années en question.

Le sénateur Roblin: Quels étaient les montants?

M. Mullington: Je n’ai pas les chiffres avec moi. Nous pour-
rons vous les fournir, sénateur.

Le sénateur Roblin: J’apprécierais que vous me les commu-
niquiez.

En ce qui concerne cette subvention de 220 millions de dol-
lars, je constate qu’elle est divisée en deux parties. Un montant
de 170 millions de dollars s’applique 4 un programme qui sera
éliminé graduellement, donc vers la fin de 1986, cette subven-
tion ne sera plus versée a la Société canadienne des postes.
Qu’a 'intention de faire la Société 4 ce moment-1a? Je suppose
qu’elle devra I'inclure dans sa structure financiére générale?
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Another point I wanted to ask particularly, however, about
the other portion of $150 million which is apparently a guaran-
teed base for a cultural program. The note | have here says
that, after 1986-87, the DoC has discretionary control over it.
What is the DoC?

Mr. Manion: The Department of Communications.

Senator Roblin: I see, so the government is still reserving the
policy position.

Mr. Manion: The issue is whether this direct subsidy is the
most appropriate way of providing assistance to the cultural
institutions concerned. There may very well be policy reasons
for changing the mix of the contributions of fixing them in a
different way. I think the point has been to indicate to the post
office that it will not indefinitely be guaranteed the transfer of
these moneys as a direct mailing subsidy.

Senator Roblin: I wonder why the decision was postponed to
1986-87. Is there some reason why the DoC cannot assume
that responsibility now?

Mr. Hansen: Senator, for 1986-87 there is $170 million sub-
sidy that is paid to the post office for its infrastructure costs.
That program runs out. So there is $170 million in this fiscal
year, and the next and final payment of $100 million is sched-
uled for 1986-87.

Senator Roblin: And then it will become zero?

Mr. Hansen: Then it will become zero. The $50 million that
is with the Department of Communications is a rate subsidy, a
postage subsidy. The other amount is provided to look after
buildings and equipment costs that would not have been
incurred by the post office had they not had these extra mail-
ings.

Senator Roblin: I see, and are you satisfied with the costing
on these? Are you satisfied that they are accurate figures?

Mr. Hansen: These are as accurate figures as we have been
provided with, senator.

Senator Roblin: I have only one more comment, Mr. Chair-
man, and that is about the $1 votes. Perhaps I am a little more
of a purist than my colleague, Senator Hicks._ I would be a
great deal happier if they were not structured in that way. It
seems to me that if Parliament is to exercise proper control
over our finances, when substantial changes of this character
are made to the allocation of funds, then it ought to be clearly
indicated that that has happened. Therefore, Mr. Chairman, I
would cast my vote in favour of reaffirming our position on
this point and asking for some consideration to be given to
doing away with the $1 votes and doing something else about it
instead.

The Chairman: Would it be the practice of the government
now, as a rule, to throw out the $1 votes and establish dollar

[Traduction)

Un autre point particulier que je voulais soulever concerne
I’autre partie, soit 150 millions de dollars, qui représente appa-
remment un fonds garanti pour un programme culturel. La
note que j’ai devant moi dit qu'aprés 1986-1987, le M. des C.
pourra exercé un contrdle discrétionnaire sur ce montant.
Qu’est-ce que le M. des C.?

M. Manion: Le ministére des Communications.

Le sénateur Roblin: Je vois, donc le gouvernement se réserve
encore le droit de changer sa position.

M. Manion: La question consiste a savoir si cette subvention
directe représente le meilleur moyen de fournir une assistance
financiére aux institutions culturelles en question. Il peut fort
bien y avoir des raisons de principe justifiant des changements
dans le montant ou la répartition des contributions. Je crois
que le but était d’indiquer & la Société des postes qu'elle ne
doit pas compter indéfiniment sur le transfert de ces montants
d’argent, comme subvention directe.

Le sénateur Roblin: Je me demande pourquoi on a retardé la
décision jusqu’en 1986-1987. Y a-t-il des raisons pour lesquel-
les le ministére des Communications ne peut pas assumer cette
responsabilité maintenant?

M. Hansen: Sénateur, en 1986-1987, une subvention de 170
millions de dollars sera versée a la Société canadienne des pos-
tes pour couvrir ses coits d’infrastructure. Ce programme tire
a sa fin, donc un montant de 170 millions de dollars sera versé
au cours de la présente année financiére et un versement final
de 100 millions de dollars est prévu pour 1986-1987.

Le sénateur Roblin: Et alors, il n’y aura plus aucun verse-
ment?

M. Hansen: C’est exact. La somme de 50 millions de dollars
qui revient au ministére des Communications est une subven-
tion relative au tarif une subvention a I'affranchissement pos-
tal. L’autre montant est prévu pour I’entretien des édifices et
les coiits du matériel que la Société n’aurait pas eu a assumer
s’il n’y avait pas eu ce surplus de courrier.

Le sénateur Roblin: Je comprends, et j'aimerais savoir si
vous étes satisfait du calcul des cofits? Les chiffres sont-ils
exacts?

M. Hansen: Ce sont les chiffres qui nous ont été fournis,
sénateur.

Le sénateur Roblin: J'ai encore seulement une observation i
faire, monsieur le président, et il s’agit des crédits de $1. Je
suis probablement plus puriste que mon collégue, le sénateur
Hicks. Mais je serais beaucoup plus heureux si I’on procédait
autrement. A mon avis, si le Parlement veut exercer un con-
trole raisonnable sur ses finances, lorsque des changements
importants sont apportés 4 la répartition des fonds, il faut alors
clairement indiquer que tel est le cas. Par conséquent, mon-
sieur le président, je serais en faveur de réaffirmer notre posi-
tion 4 ce sujet et je demanderais que I'on étudie la possibilité
de supprimer les crédits de $1 et d’adopter une autre méthode.

Le président: Le gouvernement aurait-il pour pratique,
actuellement, de supprimer les crédits de $1 et d’établir des
garanties financiére? Devons-nous prévoir de plus en plus de
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[Text]
guarantees? Can we look forward more and more to $1 votes
or to more dollar guarantees, or is this an anomaly?

Mr. Manion: | believe, Mr. Chairman, that that would be
the practice, but, presumably, it would depend on whether
there was an appropriate vote in the ﬁrst place. I believe, with
the benefit of the Financial Administration Act, that that
would be the intention.

The Chairman: Honourable senators, if there are no further
questions, I declare the meeting adjourned.

The committee adjourned.

[Traduction]

crédits de $1 ou de plus en plus de garanties, ou est-ce une
anomalie?

M. Manion: Je crois, monsieur le président, que c’est la pra-
tique actuelle, mais il faut vraisemblablement qu’il y ait

d’abord eu un crédit approprié. Je crois que c’est I'intention de
la Loi sur I'administration financiére.

Le président: Honorables sénateurs, il n’y a pas d’autres
questions, je déclare la séance levée.

La séance est levée.
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ORDER OF REFERENCE

Extract from the Minutes of Proceedings of the Senate of
Tuesday, March 6, 1984:

ORDRE DE RENVOI

Extrait des procés-verbaux du Sénat du mardi 6 mars 1984:

With leave of the Senate,

The Honourable Senator Frith moved, seconded by the
Honourable Senator Langlois:

That the Standing Senate Committee on National
Finance be authorized to examine the expenditures set out
in the Supplementary Estimates (C) laid before Parlia-
ment for the fiscal year ending 31st March, 1984; and

That the Committee be authorized to engage the ser-
vices of such counsel and technical, clerical and other
personnel as may be required for the said examination.

The question being put on the motion, it was—
Resolved in the affirmative.

Avec la permission du Sénat,

L’honorable sénateur Frith propose, appuyé par I’hono-
rable sénateur Langlois,

Que le Comité sénatorial permanent des Finances
nationales soit autorisé 4 étudier les dépenses projetées
dans le Budget supplémentaire (C) déposé au Parlement
pour ’année financiére se terminant le 31 mars 1984; et

Que le Comité soit autorisé a retenir les services de
conseillers, du personnel technique, de bureau et autre
dont il pourra avoir besoin aux fins de son enquéte.

La motion, mise aux voix, est adoptée.

Le greffier du Sénat
Charles Lussier
Clerk of the Senate
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THURSDAY, MARCH 15, 1984 LE JEUDI 15 MARS 1984

3) : (3)

[Text] [Traduction)

The Standing Senate Committee on National Finance this
day at 3:07 p.m., the Chairman, the Honourable C. W. Doody,
presiding.

Present: The Honourable Senators Balfour, Doody, Kelly,
Leblanc, Roblin, Thériault. (6)

In Attendance: Mr. Peter Dobell, Mr. Jeff Greenberg and
Ms. Barbara Reynolds from the Parliamentary Centre.

Appearing:
The Honourable Jacob Austin, P.C., Minister of State for
Social Development;
Mr. Gil Bennett, President and Chief Executive Officer,
Canadair Limited.

The Committee, in compliance with its Order of Reference
dated March 6, 1984, considered Supplementary Estimates
(C) laid before Parliament for the fiscal year ending March
31, 1984.

The Chairman invited Senator Austin to make an opening
statement, following which he and Mr. Bennett answered
questions put to them by members of the Committee.

The report to Parliament by the Canada Development
Investment Corporation entitled Canadair Update, dated
March, 1984 was ordered to be printed as Appendix “2-A” to
these proceedings.

The Chairman asked for and received agreement from the
Committee to hold an in camera meeting to examine more
sensitive material concerning Canadair Limited and The de
Havilland Aircraft of Canada Limited.

The Chairman was instructed to report Supplementary Esti-
mates “C”, 1983-84.

At 4:45 p.m. the Committee adjourned to the call of the
Chair.

ATTEST:

) Lg Comité sénatorial permanent des finances nationales se
réunit aujourd’hui @ 15 h 07 sous la présidence de I’honorable
C. W. Doody, président.

Présents: Les honorables sénateurs Balfour, Doody, Kelly,
Leblanc, Roblin, Thériault. (6)

Aussi présents: M. Peter Dobell, M. Jeff Greenberg et M™
Barbara Reynolds du Centre parlementaire.

Comparaissent:

L’honorable Jacob Austin, C.P., Ministre d’Etat au dévelop-
pement social;

M. Qil B_ennett, Président et Administrateur en chef, Cana-
dair Limitée.
Le (;omi.té, conformément 4 son Ordre de renvoi du 6 mars
1984, etudlf‘, le ’Budget supplémentaire (C) déposé au Parle-
ment pour I’année financiére se terminant le 31 mars 1984.

Le président invite le sénateur Austin a faire une déclaration
préliminaire, aprés quoi lui-méme et M. Bennett répondent
aux questions que leur posent les membres du Comité.

Il est ordonné que le rapport soumis au Parlement par la
Corporation de développement des investissements du Canada
intitulé Mise a jour—Canadair, en date de mars 1983, soit,
imprimé comme Appendice «2-A» aux délibérations de ce jour.

Le président obtient I'approbation des membres du Comité
pour la tenue d’une séance a huis clos consacrée i I’étude de
documents plus délicats concernant Canadair Limitée et The
de Havilland Aircraft of Canada Limited.

Le’présid?nl recoit 'ordre de faire rapport du Budget
supplémentaire «C», 1983-1984.

A 16 h 45, le Comité suspend ses travaux jusqu’a nouvelle
convocation du président.

ATTESTE:

Le greffier du Comité

John Desmarais

Clerk of the Committee
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March 22, 1984

The Standing Senate Committee on National Finance
presents its

SECOND REPORT

The Standing Senate Committee on National Finance to
which Supplementary Estimates (C) laid before Parliament
for the fiscal year ending March 31, 1984, were referred, does,
in obedience to the order of reference of Tuesday, March 6,
1984, report as follows:

Your Committee held two meetings with the following wit-
nesses:

The Honourable Jacob Austin, P.C.
Minister of State for Social Development

Mr. G. Bennett o
President and Chief Executive Officer, Canadair Limited

From the Treasury Board:

Mr. J. L. Manion
Secretary

Mr. Herman Hansen
Assistant  Secretary,
Branch

Mr. Hugh J. Mullington .
Assistant Secretary, Crown Corporations,
Branch

Social Development, Program

Program

Supplementary Estimates (C) totalling $2.4 billion is the
third and final supplementary for the fiscal year 19_8}-84. T_he
total 1983-84 estimates tabled to date are $‘92.7 billion. With
the lapse of various funds, the total expenditures for 198';-_84
are not expected to exceed $90.7 billion. Of the $24 billion
contained in these supplementary estimates, $1.1 billion repre-
sent the net adjustment to items with a statutory authon_ty.
These payments are non-discretionary in nature. The remall_n-
ing $1.3 billion represent new spending authorities that Parlia-
ment is being asked to approve.

Supplementary Estimates (C) provide a list of 32'one do_}_l:r
items, with explanatory notes (attached as Appendix A). The
Committee notes with approval that none of these one dollar
items has been used to create a new spending authority and
that reasonable information has been provided as to lthc rea-
sons for the items. However, the Committee continues to
object to the use of one dollar votes as a device for transferring
unspent funds to another vote.

The Committee noted ‘with concern that Treaspry Board
officials were unable to provide any answers rcgardm% the use
of the $170 million allocated *‘for specjal purposes’ 10 the
Canada Post Corporation. This amount 1s additional to $300
million representing the 1983-84 deficit.

Le 22 mars 1984

Le Comité sénatorial permanent des finances nationales a
’honneur de présenter son:

DEUXIEME RAPPORT

Le Comité sénatorial permanent des finances nationales, a
qui a été déféré le Budget supplémentaire des dépenses (C)
déposé au Parlement pour I’année financiére se terminant le 31
mars 1984, a, conformément a son ordre de renvoi du mardi 6
mars 1984, étudié ledit Budget et en fait rapport comme suit:

Votre Comité a tenu deux séances auxquelles ont comparu
les témoins suivants:

L’honorable Jacob Austin, c.p.
Ministre d’Etat au développement social

M. G. Bennett
Président-directeur général, Canadair Limitée

Du Conseil du Trésor:

M. J. L. Manion
Secrétaire

M. Herman Hansen
Secrétaire-adjoint, Développement social, Direction des
programmes

Mr. Hugh J. Mullington

Secrétaire adjoint, Sociétés de la Couronne, Direction des
programmes

Le Budget supplémentaire (C), d’une valeur totale de 2,4
milliards de dollars, est le troisiéme et dernier budget sup-
plémentaire de I'année financiére 1983-1984. Les prévisions
budgétaires déposées & ce jour pour le présent exercice s'élé-
vent en tout 4 92,7 milliards de dollars. Compte tenu des divers
crédits échus, les dépenses totales pour 1983-1984 ne devraient
pas dépasser 90,7 milliards de dollars. Des 2,4 milliards qui
représente le présent budget supplémentaire, 1,1 milliard de
dollars seront affectés au rajustement net de postes budgé-
taires statutaires. Ces postes sont de nature non discrétion-
naire. Quant au reste, soit 1,3 milliard de dollars, ils constitu-
ent de nouveaux crédits que le Parlement devra approuver.

Le Budget supplémentaire (C) contient une liste de 32 créd-
its de 1 §, accompagnée de notes explicatives (voir annexe A).
Le Comité remarque qu'aucun de ces crédits de 1§ n'a été
utilise pour créer de nouveaux pouvoirs de dépenser et que les
raisons fournies a I'appui de ces postes budgétaires étaient val-
ablement étayées. Toutefois, le Comité continue de s’opposer a
I'utilisation des crédits de 1 $ pour transférer des fonds non
dépensés d’un poste budgétaire 4 un autre.

Le comité tient a faire remarquer qu'il est préoccupé de ce
que les représentants du Conseil du Trésor n’ont pu fournir de
réponse pour l'usage des 170 millions de dollars alloués «a des
fins spécifiques» 4 la Société canadienne des postes. Ce mont-
ant s'ajoute au 300 millions de dollars représentant le déficit
1983-1984.
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The Committee devoted an afternoon hearing to reviewing
material relating to Canadair and decided to hold an addi-
tional in camera session to examine more sensitive material.
The Committee also expressed an interest to include the future
reorganization and funding of de Havilland in such a session.
While recognizing that the approach adopted by the govern-
ment for reorganizing the structure of Canadair and its pro-
duction schedule appears to be the right one, the Committee
noted that the company’s sales projections for 1984 and future
years involve considerable uncertainty. The president of the
company, Mr. Bennett, provided a rough estimate of an open-
ing balance sheet and a sales and earnings forecast, both of
which are attached as appendices B and C to this report. The
Committee was satisfied that cost projections were reasonably
conservative, but noted that they did not include provision for
any major redesign of the Challenger, should one be necessary
to meet changing competition.

The supporting material submitted to the Committee by
Senator Austin indicated that

“any short-term cash requirements will be met pursuant to
conventional banking arrangements between New Canadair
and its bankers, without the need for further government
guarantees.” (p. 17: Canadair Update: A report to Parlia-
ment from Canada Development Investment Corporation;

Le Comité a consacré un aprés-midi 4 étudier des docu-
ments concernant la société Canadair et a décidé de tenir une
autre séance 4 huis clos pour examiner d’autres piéces plus
délicates. 11 a, en outre, voulu étudier au cours de cette méme
séance la réorganisation éventuelle et le financement de la
société de Havilland. Tout en reconnaissant le bien-fondé du
mode de restructuration, par le gouvernement, de la société
Canadair et de son calendrier de production, le Comité a noté
que les prévisions de ventes de ladite société pour 1984 et les
années suivantes étaient trés incertaines. Le président de la
société, M. Bennett, a établi un approximatif d’ouverture de
méme que les prévisions de ventes et de profits (voir les
annexes B et C au présent rapport). Le Comité reconnait que
les coiits prévus sont prudemment calculés, mais il fait remar-
quer qu'ils ne tiennent pas compte des modifications profondes
qui pourraient étre faites au Challenger, advenant qu’elles soi-
ent nécessaires pour faire face a la concurrence.

Il est signalé dans les documents connexes présentés au
Comité par le sénateur Austin que

«les emprunts 4 court terme seront contractés, s’il y a lieu,
de fagon conventionnelle auprés d’institutions bancaires,
sans que le gouvernement n’ait 4 garantir les sommes
empruntées.» (page 17: Mise 4 jour Canadair, rapport au
Parlement de la Corporation de développement des inves-

March, 1984)

The main concern of the Committee, which will be pursued
in the in camera session is to ensure that no decision to commit
additional monies to the Challenger program, which would be
necessary if any major redesign of the aircraft were under-
taken to meet new competition, should be entered into without
prior disclosure to Parliament and parliamentary approval for
the decision in advance.

In the Committee’s judgement, a major cause for the lack of
control which developed within Canadair was the mixture of
public servants and businessmen on the board, because the
businessmen tended to treat the public servants as speaking for
the sole shareholder, namely the government of Canada. The
Committee goes so far as to recommend that the boards of
crown corporations engaged in commercial entreprise should,
for the most part, not include public servants; government
directions can be conveyed in other ways. Specifically, in the
case of Canadair, the Committee suggests that the board of
directors should be clearly informed of its concern that any
future recommendation which might be made for the expendi-
ture of funds needing additional government loan guarantees
should receive parliamentary approval in advance of any deci-
sion to undertake a new program which required such funds.

Respectfully submitted,
C. WILLIAM DOODY,
Chairman

tissements du Canada, mars 1984.)

La.question qui importe et dont le Comité poursuivra I'étude
4 huis clos, est de s'assurer qu’aucune décision entrainant
'engagement de crédits supplémentaires au titre du pro-
gramme Challenger, advenant que I'aéronef doive étre modifié
pour faire face & la concurrence, ne sera prise sans que le

P"arlcm’ent n’en soit informé et qu'il n’ait donné son approba-
tion préalable.

Il estime que I'une des principales causes de I'absence de
contrdle constatée au sein de la société Canadair tient au fait
que son conseil d’administration était composé de fonction-
nairc§ et d‘l}ommes d’affaires et que ces derniers avaient tend-
ance a C.OHSld.él'Cl’ les fonctionnaires comme les porte-parole du
seul actionnaire, c'est-i-dire le gouvernement du Canada. Le
C‘0ml'.? va méme jusqu'a recommander que les conseils
d afir.rll’nlstratlon des sociétés de la Couronne qui exercent des
activites commerciales, ne comprennent pas, dans la plupart
des cas, de fonctionnaires, car il existe d’autres fagons de leur
transmettre les directives gouvernementales. Plus précisément,
dans le cas de Canadair, le Comité propose d'informer claire-
ment le conseil d’administration de cette société que toute
regon}maqdation éventuelle concernant I'engagement de fonds
qui necessnen.l des garanties de préts additionnelles par le gou-
vernement soit approuvée par le Parlement avant toute déci-

?nor:i d’entreprendre un nouveau programme qui requiert de tels
onds.

Respectueusement soumis,
Le président,
C. WILLIAM DOODY.



15-3-1984

Finances nationales 57

APPENDIX A TO THE REPORT

LIST OF ONE DOLLAR VOTES
INCLUDED IN
SUPPLEMENTARY ESTIMATES (C), 1983-84

The 32 One Dollar Votes included in these Estimates are
listed in Appendix I by ministry and agency along with the
page number where each vote may be located in the Estimates.

These One Dollar Votes are grouped below into categories
according to their prime purpose. The votes are also identified
in Appendix I, according to these categories. The category for
each vote has been designated by an “X”. In those instances
where a vote falls into more than one category, the prime cate-
gory is designated by an “X’’ and other categories by an “*”.

A. Sixteen votes which authorize the transfer of funds from
one vote to another. (An explanation of the new require-
ment and the source of funds is provided in Supplemen-
tary Estimates).

B. Ten votes which authorize the payment of grants. (An

explanation of the new requirement and the source of
funds is provided in Supplementary Estimates).

C. Two votes to establish loan guarantees. (Additional expla-
nations are provided in Appendix II).

D. Two votes which seek increases in the drawing authority
for Revolving Funds. (Additional explanations are pro-
vided in Appendix II).

E. Two miscellaneous votes, one to inform Parliament of the
amount of the actual 1982-83 deficit for the Canada Post
Corporation and the other to authorize the issue of
demand notes. Additional explanations are provided in
Appendix II).

MARCH 8, 1984
Estimates Division

APPENDIX |

LIST OF $1 VOTES IN SUPPLEMENTARY
ESTIMATES (C). 1983-84

ANNEXE A

LISTE DES CREDITS DE UN DOLLAR
FIGURANT DANS LE BUDGET DES DEPENSES
SUPPLEMENTAIRE (C) DE 1983-1984

Les 32 crédits de un dollar figurant dans le présent Budget
des dépenses supplémentaire sont énumérés d I'annexe 1 par
ministére et organisme; chaque crédit est accompagné du
numeéro de la page ot il se trouve dans le Budget.

Ces crédits de un dollar sont groupés ci-dessous en catégo-
ries selon leur objectif premier. Les crédits sont également
identifiés a I'annexe I en fonction de ces catégories. La catégo-
rie de chaque crédit est représentée par un «x». Lorsqu'un
crédit appartient 4 plus d’une catégorie, la catégorie principale
est identifiée par un «x» et les autres catégories par un «*».

A. Seize crédits autorisant le virement de fonds d’un crédit a
un autre (le Budget des dépenses supplémentaire fournit
une explication compléte du nouveau besoin et identifie la
source des fonds).

B. Dix crédits autorisant le paiement de subventions (le
Budget des dépenses supplémentaire fournit une explica-

tion compléte du nouveau besoin et identifie la source des
fonds).

C. Deux crédits pour établir des garanties d'emprunt
(I"annexe II donne des explications complémentaires sur
les nouveaux crédits).

D. Deux crédits visant la majoration du montant pouvant étre
prélevé des fonds renouvelables (I’annexe I1 renferme des
explications complémentaires i ce sujet).

E. Deux crédits divers, I'un pour informer le Parlement du
montant réel du déficit subi par la Société canadienne des
postes en 1982-1983 et I'autre pour autoriser I’émission de

billets & vue (I'annexe II renferme des explications com-
plémentaires a ce sujet).

{

LE 8 MARS 1984
Division des
prévisions budgétaires
ANNEXE |

LISTE DE CREDITS DE UN DOLLAR FIGURANT
DANS LE BUDGET DES DEPENSES
SUPPLEMENTAIRE (C) DE 1983-1984

Categories Catégories
Page Department or Agency Vote A B C D E Page Ministére ou organisme CréditA B C D E
10 Agriculture Sc X 11 Agriculture 5S¢ * X
16 Communication 2c X 17 Communications 2c X

24 Economic and Regional
Development lc X

25 Expansion économique
régionale lc X




2:8 National Finance 15-3-1984

LIST OF $1 VOTES IN SUPPLEMENTARY LISTE DE CREDITS DE UN DOLLAR FIGURANT
ESTIMATES (C). 1983-84 DANS LE BUDGET DES DEPENSES
SUPPLEMENTAIRE (C) DE 1983-1984

Categories Catégories

Page Department or Agency Vote A BCDE Page Ministére ou organisme Crédt A B C D E

28 Employment and Immigration 29 Emploi et Immigration
—Canadian Employment and —Commission de I'emploi et de

) Immigration Commission 15¢ X I'immigration du Canada 15¢ X

30 20c_ x 31 20c x

32 Energy, Mines and Resources le x 33  Energie, Mines et Ressources lc x

34 10c X 33 10c X
34 20c x 35 20c x

36 40c x 37 40c x

38 Environment le x 39 Environnement le x

40 5 x 4] Sty

40 10c x 4] 10c x

40 15¢ X 41 15¢ X
46 External Affairs ic. * x 47 Affaires extérieures 10c, * X
50 15cix 51 1Scunx

54 —Canadian International 55 —Agence canadienne de déve-

Development Agency L38c X loppement international L38¢c X

64 Fisheries and Oceans lc x 65 Péches et Océans JCHX

64 10c * x 65 Mc. *2 %

86 Labour le 4 87 Travail lc x

86 5c X 87 5c X
90 —Canada Post Corporation 7c X 91 —Société canadienne des

92 National Defence 10¢ X i Ic %
96 National Health and Welfare lc 93 Défense nationale 10c X
102 2%5¢ * x 97 Santé et Bien-étre social feiix
106 0 & 103 35c * x
112 National Revenue—Taxation 10c x e el
128 Regional Industrial 113 Revenu national—Impdt 10c x

Expansion lc x 129 Expansion industrielle

156 Transport P g régionale Jo. X
158 39 - 157 Transports 6¢ X
162 ; sSc x 159 39¢ X
168 dic x 163 55cix
168 65¢ * x 169 60c  x

169 65C % X
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APPENDIX 11

ADDITIONAL EXPLANATIONS
Category C—To establish loan guarantees

Agriculture

Vote Sc—Authority is requested to guarantee a loan in an
amount up to $5.5 million to the Co-operative Implements
Limited.

Explanation—This loan guarantee of $5.5 million is part of a
financial agreement entered into with the C<‘>operativ.c
Implements Limited, the Cangda Co-operative Credit
Society, the provinces of Manitoba, Saskatchewan and
Alberta and the Federal Government. '_l'hc purpose of this
agreement is to provide financial assistance to the C<,>-
operative Implements Limited. The Federal Government_ s
50% share is comprised of a loan guarantee of $5.5 mil-
lion and the making of recoverable contributions which
total $16 million.

Bill C-96, proclaimed on November 30, 1983, amended
the Financial Administration Act and. now provides
authority under subsection 22(2) to establish loan guaran-
tees by means of an Appropriation Act.

Transport

A loans and other
Vote 39c—Authority is requested to guarantee ;
financial arrangements totalling $205 million entered into
by Ridley Terminals Inc. and to allow for the rollover of
these guarantees up to March 31, 1989.

p ion—Ridley Terminals Inc. is a joint venture between
= I?-‘Z?i:?:l Commzrcc and Navigatfion Ltg and Carat(rl:nls’;r:
Corporation for the purpose of providing coal 1
menrzofacilities at Rizley?ofsland. B.C., the existence of
which is essential for the private development of north-
eastern B.C. coal deposits for export markets. Interim
financing from private sources has been made available or;.
the strength of assurances provided by the Minister :
Transport that Parliamentary approval would be sought
to guarantee loans up to $205 million.

Bill C-96, proclaimed on November 30, 1983, amenfied
the Financial Administration Act and now provides
authority under subsection 22(2) to establish loan guaran-
tees by means of an Appropriation Act.

ADDITIONAL EXPLANATIONS
Category D—To authorize increases in the drawing authority
Jor Revolving Funds
Communications
Vote 2c—Authority is requested to increase the drawing

authority of the Government Telecommuni'ca_tions Agency
Revolving Fund from $12 million to $15 million.

ANNEXE 11

EXPLICATIONS SUPPLEMENTAIRES
Catégorie C—Pour autoriser des garanties de préts

Agriculture

Crédit 5c—On demande ["autorisation de garantir un prét pou-
vant s’élever jusqu’a 5.5 millions de dollars 4 la Co-opera-
tive Implements Limited. -

Explication—La présente garantie d’un prét de 5.5 millions de

dollars fait partie d’'une entente financiére conclue entre
la Co-operative Implements Limited, la Société cana-
dienne de crédit coopératif Limitée, les provinces du
Manitoba, de la Saskatchewan et de I’Alberta et le gou-
vernement fédéral. L'objet de cette entente est de fournir
une aide financiére 4 la Co-operative Implements Lim-
ited. La part de 50% du gouvernement fédéral comprend
une garantie de prét de 5.5 millions de dollars ainsi que
des contributions recouvrables totalisant 16 millions de
dollars.
La loi C-96, proclamée le 30 novembre 1983, modifiait la
Loi sur I'administration financiére et autorisait en vertu
du paragraphe 22(2) la garantie d’emprunts au moyen
d’une loi portant affectation de crédits.

Transports

Crédit 39¢c—On demande I'autorisation de garantir des
emprunts (et d’autres accords financiers jusqu’a concur-
rence de 205 millions de dollars) conclus par Ridley Ter-
minals Inc. et de fixer au 31 mars 1989 la date limite de
ces garanties d’emprunt.

Explication—Ridley Terminals Inc. est une entreprise con-
jointe de la société Federal Commerce and Navigation
Ltd et la Société canadienne des ports dont I'objet est de
veiller 4 la construction d’installations de transbordement
sur I'lle de Ridley, en Colombie-Britannique, ces installa-
tions étant essentielles 4 I'exploitation par I'entreprise pri-
vée des gisements de charbon du nord-est de la Colombie-
Britannique aux fins d’exportation sur les marchés étran-
gers. Le financement provisoire consenti par des institu-
tions financiéres privées a été rendu possible en vertu de
I'assurance donnée par le ministre des Transports de
demander I'approbation du Parlement pour garantir des
emprunts jusqu'd concurrence de 205 millions de dollars.
La loi C-96, proclamée le 30 novembre 1983, modifiait la
Loi sur I'administration financiére et autorisait en vertu
du paragraphe 22(2) la garantie d’emprunts au moyen
d’une loi portant affectation de crédits.

EXPLICATIONS SUPPLEMENTAIRES
Catégorie D—Autoriser I'accroissement des montants pouvant
étre prélevés des fonds renouvelables

Communications

Crédit 2c—On demande I'autorisation de relever, de 12 4 15
millions de dollars, le montant pouvant étre prélevé du
fonds renouvelable de I'Agence des télécommunications
gouvernementales.
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Explanation—The Revolving Fund was included under the

Adjustment of Accounts Act (1980). Section 33 of that
Act includes authority to amend certain sections of the
Act through an Appropriation Act, including Section 23
which deals with the authority for making payments out
of the Revolving Fund and with the amount of the draw-
down authority.
This proposed increase in the drawing authority is
required to provide the Revolving Fund with sufficient
working capital to finance 35 days of operations thus
reducing the risk of incurring surcharges by the telecom-
munications carriers for the late payments of invoices.

Transport

Vote 6c—Authority is requested to increase the drawing
authority of the Stores Revolving Fund from $35.7 mil-
lion to $43.7 million.

Explanation—The Revolving Fund was included under the

Adjustment of Accounts Act (1980). Section 33 of that
Act includes authority to amend certain sections of the
Act through an Appropriation Act, including Section 30
which deals with the authority for making payments out
of the Revolving Fund and with the amount of the draw-
down authority.
The proposed increase in the drawing authority is
required to provide for the cost of replacement equipment
related mainly to the air and marine operations, to be pur-
chased over the next three years.

ADDITIONAL EXPLANATIONS
Category E—Miscellaneous

Explication—Le fonds renouvelable est consigné dans la Loi

sur la régularisation des comptes (1980). L’article 33 de
cette loi comporte I'autorisation d'en modifier certains
articles, au moyen d’une loi portant affectation de crédits,
y compris I'article 23 qui traite de I'autorisation d’effec-
tuer des paiements 4 I'aide du fonds renouvelable et du
montant qui peut étre prélevé.
La majoration proposée du montant pouvant étre prélevé
est nécessaire pour fournir au fonds renouvelable un fonds
de roulement permettant de financer 35 journées de fonc-
tionnement, ce qui réduirait le risque d’avoir 4 payer les
frais supplémentaires exigés par les entreprises de télé-
communications pour le paiement tardif des factures.

Transports

Crédit 6c—On demande l'autorisation de relever, de 35.7 i
43.7 millions de dollars, le montant pouvant étre prélevé
du fonds renouvelable des magasins.

Explication—Le fonds renouvelable est consigné dans la Loi

de 1980 sur la régularisation des comptes dont I'article
33 autorise la modification de certains autres articles au
moyen d’une loi portant affectation de crédits, y compris
de I'article 30 qui traite de I'autorisation d’effectuer des
paiements 4 I'aide du fonds renouvelable et du montant
qui peut étre prélevé.
On demande de relever le montant pouvant étre prélevé en
prévision de 'achat, au cours des trois prochaines années,
de matériel de remplacement nécessaire en majeure partie
aux activités aériennes et maritimes.

EXPLICATIONS SUPPLEMENTAIRES
Catégorie E—Divers

External Affairs—Canadian _ International Development Affaires extérieures—Agence canadienne de développement
Agency international

Vote L38c—Authority is requested for approval of the issue of
non-interest bearing, non-negotiable demand notes of up

to $14 million for contributions to international financial
institutions.

Explanation—The demand notes of $14 million will be used to
provide for Canada’s third and last installment as finan-
cial assistance to the International Fund for Agricultural
Development in developing countries. The first two
installments of $14 million each were made in March,
1982 and mid-July, 1983. The issue of the three notes was
agreed to under the First Replenishment in 1981-82.

This third note has been issued in accordance with the
International Development (Financial Institutions) Con-
tinuing Assistance Act. There is no immediate cash
requirement. The notes will be encashed over the next few
years as required.

Crédit L38¢c—On demande l'autorisation d’approuver I’émis-
sion d’un billet 4 vue non productif d’intérét et non négo-
ciable jusqu’a concurrence de 14 millions de dollars pour
couvrir le versement de contributions d des institutions
financiéres internationales.

N

Explication—L’autorisation d’émettre des billets & vue d’un
montant de 14 millions de dollars permettra au Canada
d’effectuer son troisiéme et dernier versement a titre

d’aide financiére au Fonds international pour le dévelop-

pement agricole dans les pays en voie de développement.

Les deux premiers versements de 14 millions de dollars

chacun ont été effectués en mars 1982 et & la mi-juillet

1983. L’émission des trois billets 4 vue a été convenue

dans le cadre de la Premiére reconstitution en 1981-1982.

Le troisiéme billet a été émis conformément i la Loi

d'aide au développement international (institutions finan-

ciéres). Il n’y a aucun besoin en espéces actuellement. Les
billets seront encaissés au besoin au cours des prochaines
années.
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Labour—Canada Post Corporation

Vote 7c—To report the actual excess of operating and income
charges over revenues for the Corporation for the fiscal
year ending March 31, 1983

Explanation—The Corporation received advances from the
Minister of Finance during 1982-83 to offset revenue
shortfalls in accordance with Section 29(1) of the Canada
Post Corporation Act. Section 29(3) of the Act provides
that the excess of advances over revenues are to be
included as a “deficit appropriation item” in “the next
Estimates laid before Parliament thereafter”. Since the
advances have already been reported as expenditures of
the Government in the 1982-83 fiscal year, they cannot be
voted as expenditures in 1983-84. Accordingly, in order to
conform with the intent of the Act, a2 $1 voted item has
been included in these Supplementaries to inform Parlia-
ment of the actual amount of the Corporation’s deficit for
1982-83. To avoid reporting forecasts for the
Corporation’s deficit to Parliament after the fact, these
Supplementaries also include a statutory item of $300
million as being the estimate of the Corporation’s deficit
for 1983-84. The actual 1983-84 deficit wxl] be reported
as a $1 item in 1984-85 Supplementary Estimates, again
in accordance with Section 29(3) of the Act.

APPENDIX B
TO THE REPORT

(NEW) CANADAIR LIMITED

FORECAST SALES AND EARNINGS
($ Millions)

9 mos.
1984 1985 1986 1987 1988

Sales 247.2 387.1 497.5 586.3 637.7
Profit for
Operations 1.8 59 il30 i 20.52::135.0

Interest and other
Financing Expenses 0.4 05 06 06 06

Net Earnings 1.4 54 124 209 344

15 March, 1984

Travail—Société canadienne des postes

Crédit 7c—Pour informer le Parlement de I’excédent réel des

frais de fonctionnement et des frais imputables sur les
revenus par rapport aux recettes de la Société pour I'exer-
cice financier se terminant le 31 mars 1983.

Explication—Au cours de 1982-1983, la société a regu des

avances du ministre des Finances, conformément au para-
graphe 29(1) de la Loi sur la Société canadienne des pos-
tes, afin de compenser l'insuffisance de ses recettes. Le
paragraphe 29(3) de la Loi stipule que I'excédent de ces
avances sur les recettes doit étre intégré sous forme d’un
article portant affectation de crédits pour déficit dans le
prochain Budget des dépenses déposé devant le Parlement
par la suite. Comme ces avances ont déja été déclarées au
compte des dépenses du gouvernement pour l'exercice
financier 1982-1983, elles ne peuvent I’étre 4 nouveau en
1983-1984. Par conséquent, afin de se conformer a
I'intention de la Loi, on a inclus un poste voté de $1 dans
le présent Budget des dépenses supplémentaire pour infor-
mer le Parlement du montant réel du déficit de la Société
en 1982-1983. Afin d’éviter d’avoir ainsi 4 faire état au
Parlement de prévisions concernant le déficit de la Société
alors qu'il est déja connu, on a également inclus dans le
présent Budget des dépenses supplémentaire un poste sta-
tutaire de 300 millions de dollars qui représente le déficit
prévu en 1983-1984. Le montant réel du déficit sera
déclaré sous la forme d’un poste de $1 dans le Budget des
dépenses supplémentaire de 1984-1985, toujours confor-
mément au paragraphe 29(3) de la Loi.

ANNEXE B

(NOUVELLE) CANADAIR LIMITEE

PREVISIONS DE VENTES ET DE PROFITS
(Millions de dollars)

9 mois
1984 1985 1986 1987 1988

Ventes 2472 3871 4975 586.3 637.7
Bénéfices tirés de

I'exploitation 1.8 %90 43.0¢ 1215350

Intéréts et autres frais

de financement 0.4 0.5 0.6 0.6 0.6
Profits nets 1.4 54 124 209 344
15 mars 1984
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APPENDIX C ANNEXE C
TO THE REPORT

PREVISIONS BUDGETAIRES POUR FINS DE

ESTIMATE FOR DISCUSSION PURPOSES ONLY DISCUSSION SEULEMENT

(NEW) CANADAIR LIMITED (NOUVELLE) CANADAIR LIMITEE

OPENING BALANCE SHEET AS AT APRIL 1, 1984 BILAN D'OUVERTURE AU ¢ AVRIL 1984

($ million) (Millions de dollars)
Assets Liabilities Actif Passif
Current 384
Current 279 Soant % Courant 279

Plant, Property Usine, immeubable
& Equipment— 5 ; t équi t—
Nt 55 Shareholder’s Equity sale‘z::'ﬂ::?:n 55 Avoir des actionnaires
Other 5 Capital Stock 165  Autres 5 Capital-actions 165

444 s b a4
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EVIDENCE

Ottawa, Thursday, March 15, 1984
[Text]

The Standing Senate Committee on National Finance met
this day at 3 p.m. to examine Supplementary Estimates (C)
laid before Parliament for the fiscal year ending March 31,
1984.

Senator C. William Doody (Chairman) in the Chair.

The Chairman: Honourable senators, this afternoon we are
fortunate indeed to have with us the minister responsible for
the Canadian Investment Development Corporation, our col-
league, Senator Austin. We welcome him. Today we would
like to look at the matter of the $310 million for Canadair and
that of the $240 million for de Havilland.

On Thursday afternoon last, Senator -Austin appeared
before the Finance, Trade and Investment Committee of the
House of Commons and presented documentation relating to
the estimates for Canadair. He also outlined the government’s
plans for restructuring the company. I asked that that material
be circulated to the committee members yesterday. Unfortu-
nately, the material was not available v\(hen the backgroupd
notes were prepared. In order to be published in both official
languages, it has to go to press a week before. For that reason,
some of the comments in the material we previously prepared
may be redundant or superfluous.

Senator Austin is scheduled to meet again with the House of
Commons committee on March 20, when I understand that he
will present material relevant to de Havilland. He offered, very
generously, to meet with our committee on the afternoon 'of
March 21 to go over the de Havilland material. We thank him
for his offer, but also bear in mind that that leaves us very
little time to present our estimates to the Senate on March 22,
which is our deadline.

In his appearance before the House of Commons committee
on Tuesday, Senator Austin offered to extend the meeting to
an in camera session in order to provide information of a
commercial character which he did not feel would be appropri-
ate to an open meeting. I presume that Senator Austin will be
prepared to do the same for our committee, if honourable
senators so desire. Perhaps, in such a session, he might be
prepared to respond to questions on de Havilland, and, if

honourable senators were satisfied with this, it might render a
further meeting unnecessary.

I should like to say to Senator Austin, as I did previously a
minute ago, that we may put some questions to him rcl.atmg_ to
de Havilland which he may not wish to answer at this point.
We may also put some questions to him dealing with helicopt-
er arrangements. Although I realize that it .dc.);s not come
directly under Senator Austin’s area of responsnbllqy, since the
aircraft industry is so closely tieq together.and since we are
examining that section of the estimates which deals with the

TEMOIGNAGES

Ottawa, le jeudi 15 mars 1984
[Traduction]

Le Comité sénatorial permanent des finances nationales se
réunit aujourd’hui a 15 heures afin d’examiner le Budget
supplémentaire (C) déposé au Parlement pour I'année finan-
ciére se terminant le 31 mars 1984.

Le sénateur C. William Doody (président) assume la
présidence.

Le président: Honorables sénateurs, cet aprés-midi, nous
avons le plaisir d’accueillir notre collégue, le sénateur Austin,
qui est le ministre chargé de la Corporation de développement
des investissements du Canada. Nous lui souhaitons la bienve-
nue. Aujourd’hui, nous aimerions étudier la question des 310
millions de dollars prévus pour Canadair et des 240 millions,
pour la société de Havilland.

Jeudi dernier, en aprés-midi, le sénateur Austin a comparu
devant le Comité des finances, du commerce et des questions
économiques de la Chambre des communes et lui a présenté de
la documentation portant sur le Budget, dans la mesure ot il
concerne Canadair. Il a également décrit les projets du gouver-
nement en vue de la restructuration de la société. Hier, jai
demandé qu’on transmettre ces documents aux membres du
Comité, mais ils n’étaient malheureusement pas disponibles
lorsque les notes d’information ont été préparées. En effet, ils
doivent passer sous presse la semaine précédente afin d’étre
publiés dans les deux langues officielles. C’est pourquoi certai-
nes observations figurant dans les documents que nous avons
déja préparés sont peut-étre redondantes ou superflues.

Le sénateur Austin doit rencontrer de nouveau le Comité de
la Chambre des communes le 20 mars, afin de lui présenter
des documents concernant la société de Havilland. Il a trés
généreusement proposé de rencontrer notre Comité pendant
I’aprés-midi du 21 mars, afin de passer ces documents en
revue. Nous le remercions de son offre, mais ne devons pas
oublier que cela nous laisse trés peu de temps pour présenter
notre Budget au Sénat le 22 mars, soit la date limite.

Lors de sa comparution devant le comité de la Chambre,
mardi dernier, le sénateur Austin lui a proposé de prolonger la
réunion pour tenir une séance a huis clos, afin de lui présenter
des renseignements de nature commerciale qU’il ne convenait
pas, a son avis, de présenter au cours d’une réunion publique.
Je présume que le sénateur Austin sera prét a en faire autant
pour notre Comité, si les honorables sénateurs le veulent bien.
Peut-étre sera-t-il prét, au cours d’une séance de ce genre, a
répondre des questions concernant la société de Havilland, de
sorte qu'une autre réunion serait peut-étre inutile si les honora-
bles sénateurs jugeaient cette séance suffisante.

Comme je I'ai déja dit il y a un instant, je voudrais répéter
au sénateur Austin, qu’il est possible que nous lui posions au
sujet de la société de Havilland des questions auxquelles il
préférera peut-étre ne pas répondre pour le moment. Il est
également possible que nous lui posions des questions au sujet
des ententes portant sur les hélicoptéres. Je me rends compte
que ce sujet ne releve pas directement de la compétence du
sénateur Austin, mais comme les éléments inhérents a 'indus-
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aircraft industry, I think that it might be appropriate if we
were to touch upon the helicopter industry as well.

We have present Senator Kelly, who will begin as lead
questioner, but first I should like to ask the minister if he
would care to make a statement to the committee.

Hon. Jacob Austin, Minister of State for Social Develop-
ment: Thank you very much, Mr. Chairman. I am pleased to
be here and to present to the committee the proposal of the
government for the restructuring of Canadair Ltd. With
respect to de Havilland, I will answer questions as I am able
to, but I must say that we are still completing the preparation
of material which I wish to present to the House of Commons
finance committee, and the absence of a final preparation of
some of our data may hinder me somewhat in dealing with
questions on the de Havilland matter.

On helicopter arrangements, I agree that that is probably
flying a little further than my own responsibilities, but if I
know the answers to any of the questions, I will be pleased to
give them to honourable senators. It is the responsibility of my
colleague, the Honourable Ed Lumley, to deal with the heli-
copter industry and with the assistance to Pratt and Whitney,
which is a part of the helicopter package.

With respect to Canadair, I wish to advise honourable
senators that I have with me the President of Canadair Ltd.,
Mr. Gil Bennett. He will be of very considerable assistance to
me and to this committee, I am sure, if the questioning ranges
into details of the operations or financing or marketing of the
Challenger or our other products in Canadair.

I have, to present to honourable senators this afternoon, a
document entitled: “Canadair Update, a Report to Parliament
from Canada Development Investment Corporation,” dated
March, 1984. When I appeared before the House of Commons
finance committee I tabled this document, and it was decided
that it should appear, without photographs, as an appendix to
the transcript of the committee hearings. I would be pleased if
the same steps were taken here so that those who read our
proceedings would also have the advantage of the document in
the same report. Of course, that is for you to decide, Mr.
Chairman, along with the members of the committee.

The Chairman: Is it the committee’s desire that the report
be appended to our proceedings?

Hon. Senators: Agreed.

Senator Austin: Thank you. I have also circulated copies of
my response to the Standing Committee on Public Accounts in
connection with its report of November 17 regarding Canadair
Ltd. I hope that copies were made available to the members as
I had asked.

The Chairman: Yes.

Senator Austin: Mr. Chairman and members of the commit-
tee, I was asked by the Prime Minister to take responsibility
for Canadair Ltd. and de Havilland Aircraft Corporation of
Canada Ltd. on November 22, 1982. The shares of those two

[Traduction)

trie des aéronefs sont intimement liés entre eux et que nous
examinons la partie du Budget qui porte sur cette industrie, je
pense qu’il serait bon que nous abordions également la ques-
tion des hélicoptéres.

Le sénateur Kelly, qui est avec nous, commencera a poser
les questions; cependant, je voudrais d’abord demander au
ministre s’il désire faire une déclaration au Comité.

L’honorable Jabob Austin, ministre d’Etat chargé du Déve-
loppement social: Je vous remercie beaucoup, monsieur le
président. Je suis heureux d’étre ici pour présenter au Comité
la proposition du gouvernement concernant la restructuration
de Canadair Limitée. En ce qui a trait 4 la société de Havil-
land, je répondrai aux questions de mon mieux, mais je dois
dire que nous en sommes encore a mettre la derniére main aux
documents que je désire présenter au Comité des finances de la
Chambre et, comme certaines de nos données ne sont pas tout
a fait au point, je ne pourrai peut-étre pas répondre aux
questions portant sur cette derniére société.

Pour ce qui est des ententes portant sur les hélicoptéres, je
conviens qu’elles dépassent probablement un peu ma sphére de
compétence, mais si je connais la réponse 4 quelque question
que poseront les honorables sénateurs, je serais heureux de la
leur communiquer. C’est & mon collégue, I’honorable Ed
Lumley, qu’il revient de se pencher sur le secteur de la
fabrication des hélicoptéres et sur I'aide apportée a Pratt et
Whitney, qui s’occupe en partie de ce secteur.

En ce qui concerne Canadair, je désire aviser les honorables
sénateurs que M. Gil Bennett, président de Canadair Limitée,
m’accompagne aujourd’hui. Je suis sir que les membres du
Comité et moi-méme jugeront son aide inestimable si les
questions posées portent sur les particularités de I’exploitation,
du financement ou de la commercialisation du Challenger ou
des autres produits de Canadair.

J’ai en main, 4 l'intention des honorables sénateurs, un
document intitulé: «Mise a4 jour—Canadair, Rapport au Parle-
ment de la Corporation de développement des investissements
du Canada», publié en mars 1984. Je I'ai déposé devant le
Comité des finances de la Chambre des communes, qui a
décidé de le faire annexer sans les photographies, a la trans-
cription de ses témoignages. Je serais heureux qu'on en fasse
autant méme ici afin que ceux qui prendront connaissance de
notre procés-verbal puissent se reporter également a ce docu-
ment. Bien entendu, c’est 4 vous, monsieur le président, ainsi
qu’aux membres du comité, d’en décider.

Le président: Plait-il aux membres du Comité d’annexer le
rapport d notre proces-verbal?

Des voix: D’accord.

Le sénateur Austin: Je vous remercie. J'ai également fait
transmettre au Comité permanent des comptes publics des
exemplaires de la réponse que j’ai donnée a son rapport du 17
novembre, au sujet de Canadair Limitée. J'espére que les
sénateurs en ont recu des exemplaires, comme je I'avais
demandé.

Le président: Oui.
Le sénateur Austin: Monsieur le président, honorables séna-
teurs, le 22 novembre 1982, le premier ministre m’a demandé

de prendre en charge Canadair Limitée et la société de Havil-
land Aviation du Canada Limitée. Les actions de ces deux
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companies were transferred from the Department of Industry,
Trade and Commerce, as it then was, to the Canada Develop-
ment Investment Corporation. It is no secret, and was none
then, that both of these companies were having difficulties
marketing their product, and, in the case of Canadair, were
suffering very serious cost overruns with a consequent set of
quite unexpected demands on the shareholder, the Govcrnn}ent
of Canada, for additional financing. The record of previous
estimates shows the level of funding that was required.

The problems in Canadair when I became mi‘nistef proved
to be widespread in terms of management practices, in terms
of the informational system that was gvallable to dn:ectors and
to the government, in terms of operating costs apfi in terms of
unsubstantiated optimism with respect to the ability to market
the Challenger 600. I made a report on June 7, 1983, to the
Standing Committee on Public Accounts anq to the' Stapdmg
Commitee on Finance, Trade and Economic Affal.rs in the
other place. Copies of that report, some 60 pages in length,
were made available to members of the Senate at the same
time. The report speaks for itself, but shows the work dgne by
CDIC in its role as a controlling shareholder of Canadair Ltd.
in getting at the business problems and' in making it possible
for the government, and therefore Parliament, to understand
what had occurred in terms of our investment in Canadair.

Since my report to the committee, I have been endeavour-
ing, as I said to the two House of Commons committees at that
time, to see whether there was a sound basis for the continua-
tion of the Challenger program. At that time I assured both
committees that the business of CDIC would be to do sound
and even hard-nosed commercial work in understanding what
was possible with respect to the future of the Challenger and
with respect to the other products of Canadair.

The Challenger represents approximately 40 per cent of th,e
total program gof Canadair and the balance the éohmpadnys
products represents 60 per cent. I bellcve_ tha't CDIC has on;
a marvellous job of analyzing the financial c1rcumstance; and
the prospects for the Challenger. Operating costs'lvlv‘ere re 11;(:8‘:2
by a very sizeable number. They were $145.1 million 1n 3
and the losses were cut to $83.8 million in the past year.

A study of the market potential for the Challenger wzs
undertaken in the form of two programs completely 1tx)1depen -
ent of each other. Two groups whom we consider to be expert
in understanding the market for the C}lallgnger busx_nlzsds zur(i
craft went about the market evalqatlon in a detz;n ' and
methodical way. They gave us their independent ana 'yslns, a?(
it is my understanding—Mr. Bennett will correct me it I make
an error here—that the reasonable business e‘)‘(pectatlon
ranged from a conservative Jlow—I use the worfi conserva-
tive” in a non-political sense—of 15 Challenger jets per year,
to an optimistic but reasonable expectation of 40.

The Chairman: Excuse me, Mr. Minister. Are those reports
available to the committee? .

Senator Austin: No, they are not, because of their conllmer-f
cial character. But I wish to share with you the ponclus_non (;
our expectation. We find a market for our business aircraft

[Traduction]

sociétés ont été transférées du ministére de I'Industrie et du
Commerce a la Corporation de développement des investisse-
ments du Canada. Ce n’est un secret pour personne, ni aujour-
d’hui ni & cette époque, que ces deux sociétés éprouvaient des
difficultés & commercialiser leur produit, et que les coiits de
Canadair étaient a tel point dépassés que, contre toute attente,
I’actionnaire, soit le gouvernement du Canada, a été pressé de
lui accorder des fonds supplémentaires. Le Budget précédent
indique les fonds qui étaient nécessaires.

A P’époque ol j'ai accédé au poste de ministre, les pratiques
gestionnelles de Canadair, le syst¢éme d’information dont dis-
posaient les directeurs et le gouvernement, les frais d’exploita-
tion de la société et 'optimisme injustifié qui régnait a I’égard
de la possibilité de commercialiser le Challenger 600, consti-
tuaient des problémes généralisés. Le 7 juin 1983, j’ai présenté
un rapport au Comité permanent des comptes publics et au
Comité permanent des finances, du commerce et des questions
économiques de la Chambre des communes. En méme temps,
des exemplaires de ce rapport, qui comptait quelque 60 pages,
ont €té remis aux sénateurs. Ce rapport se passe d’explications,
mais révéle que la CDIC, 4 titre d’actionnaire majoritaire de
Canadair Limitée, a accompli un excellent travail lorsqu’elle
s’est penchée sur les problémes d’administration de la société
et a permis au gouvernement, et partant, au Parlement, de

saisir ce qu'il était advenu de ses investissements dans
Canadair.

Depuis que j’ai déposé mon rapport devant le Comité, je me
suis efforcé, comme je I’ai déclaré & ce moment-1a aux deux
comités de la Chambre, de déterminer s’il valait vraiment la
peine, du point de vue commercial, de poursuivre le pro-
gramme Challenger. A cette époque, j’ai assuré les deux
comités que la CDIC serait chargé, sans faire de sentiment,

d’examiner les perspectives d’avenir du Challenger et des
autres produits de Canadair.

Le Challenger représente environ 40 p. 100 du programme
total de Canadair, et le reste des produits de la société, 60 p.
100. Je crois que la CDIC a merveilleusement bien réussi a
analyser la situation financiére du Challenger et les perspecti-
ves qu’il offre. Ses frais d’exploitation ont été considérable-
ment réduits. De 145,1 millions de dollars en 1982, ils sont
passés a 83,8 millions I’an dernier.

On a mis sur pied deux programmes totalement indépen-
dants, afin de déterminer les débouchés potentiels du Challen-
ger. Deux groupes que nous estimons des plus aptes a évaluer
le marché des avions d’affaires Challenger y ont procédé de
fagon détaillée et méthodique. Ils nous ont fourni séparément
leur analyse et, si je comprends bien—M. Bennett me corri-
gera si je fais erreur—les prévisions raisonnables variaient
entre un minimum conservateur—j’utilise le terme «conserva-
teur» au sens non politique—de 15 Challenger par année, et un
maximum optimiste, mais également raisonnable, de 40.

Le président: Pardonnez-moi, monsieur le ministre. Le
Comité peut-il prendre connaissance de ces rapports?

Le sénateur Austin: Non, et ce, en raison de leur nature

commerciale. Je voudrais cependant partager avec vous la
conclusion qui se dégage de nos prévisions. Nous constatons
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type of approximately 150 executive jets per year, and because
of the work done on our operating costs, we have established
that we can, from this point -and without Canadair being
responsible for any of the past debts incurred with respect to
the Challenger—I am referring now to the famous $1,350,-
000,000 and Canadair not being responsible for the repayment
of that sum or for interest service beyond a certain point—we
can, on the established operating cost basis, produce and with
reasonable confidence expect to sell 15 Challenger aircraft—I
am speaking now mainly of the 601—and earn an operating
profit.

That was the business conclusion that we sought to have:
Could we earn that operating profit? I am satisfied that it is a
business risk that we can well afford to take. I wish to make it
clear to my colleagues here that I very much regret that we
have lost, for the government and the taxpayers of Canada, the
sum of $1,350,000,000, and possibly a small additional sum in
terms of accrued interest costs. That is regrettable. But the
pragmatic problem that we face as a government, and that you
face in terms of the estimates, is that there is no sense in
crying over spilt milk. The question is: What can we now do in
our interest and to our advantage; and my view is that to
proceed with the Challenger, to ensure the continuity of
Canadair as a company, will allow us the time to develop new
and, hopefully, profitable product lines that will allow this
company to maintain and indeed grow in its role in the
aerospace industry. I believe it is beyond question that Canada
must remain with a significant interest and opportunity to
participate in the aerospace industry. Honourable senators
know that Canada operates the second largest fixed wing
aircraft fleet in the world—that is, civilian fleet.

The Chairman: It does not say ‘“civilian” in your statement.

Senator Austin: I can assure you it is. It would be a tragedy
if we were reliant, for technology, and indeed even for the
labour of menial workers, on foreign producers of aircraft. We
must have the capacity to share in aircraft production. We
must have the capacity to do offset work, both civilian and
military; and we must have the capacity to maintain a group of
Canadians with a state of the art technology and the opportu-
nity to use that technology, whether in the aerospace industry
or indeed in other advanced industrial uses. Also, Canadair is
a significant employer not only in Montreal but in connection
with the ripple effect elsewhere in Canada.

Honourable senators, that is the short of it. I, together with
Mr. Bennett, will be pleased to answer your questions. I will
first ask Mr. Bennett whether he would like to add anything to
my statement or whether he wishes to correct anything I have
said.

Mr. G. Bennett, Chief Executive Officer, Canadair Ltd.:
Mr. Chairman, I might correct just one point, if I may. The
reference to 150 large business jets as being the annual market
was one of the estimates contained in the market assessments

[Traduction)

que nous pouvons vendre chaque année environ 150 avions
d’affaires et comme nous avons réduit nos frais d’exploitation,
nous avons déterminé que nous pouvons, & partir de mainte-
nant et sans que Canadair soit chargée de rembourser les
dettes qu’elle a contractées a 1'égard du Challenger—ije fais
allusion au fameux 1,350 milliard de dollars et au fait que
Canadair n’est pas responsable du remboursement de cette
somme ni des intéréts courus au-deld d’un certain point—nous
pouvons donc, en nous fondant sur les frais d’exploitation
établis, fabriquer et, en ayant raisonnablement confiance, pré-
voir vendre 15 Challenger—je parle surtout du Challenger
601—tout en réalisant un bénéfice d’exploitation.

C’était notre objectif: Pouvions-nous réaliser ce bénéfice
d’exploitation? Je suis convaincu que c’est un risque que nous
pouvons nous permettre de courir. Je veux que mes collégues
comprennent bien que je déplore beaucoup le fait que le
gouvernement et les contribuables canadiens aient perdu 1,350
milliards de dollars et peut-étre les frais d’intérét courus, qui
représentent un léger montant supplémentaire. Cela est regret-
table, mais la conclusion que le gouvernement doit tirer, et que
vous devez tirer en ce qui concerne le Budget, c’est qu’il ne sert
a rien de pleurer sur le passé. Nous devons nous demander ce
que nous pouvons maintenant faire qui soit dans notre intérét
et a notre profit. Je suis d’avis que si nous poursuivons le
programme Challenger et assurons la survie de la société
Canadair, nous aurons ainsi le temps d’élaborer de nouvelles
gammes de produits qui, espérons-le, seront rentables, et qui
permettront a cette société de prospérer et, en fait, de jouer un
plus grand rdle dans I'industrie aérospatiale. A mon sens, il est
incontestable que le Canada doit continuer de s’intéresser
vivement I'industrie aérospatiale et saisir 'occasion d’y partici-
per. Les honorables sénateurs savent que le Canada exploite la
flotte d’aéronefs a voilure fixe qui occupe le deuxiéme rang
dans le monde—c’est-a-dire la flotte civile.

Le président: Vous ne parlez pas de flotte «civile» dans votre
déclaration.

Le sénateur Austin: Je puis vous assurer qu’elle est civile. 11
serait tragique ne devoir compter, en matiére de technologie,
voire de main-d’ceuvre non spécialisées, sur des avionneurs
étrangers. Nous devons étre capables de participer 4 la fabri-
caton des aéronefs, d’accomplir un travail paralléle, tant sur le
plan civil que militaire et de disposer d’un groupe de Cana-
diens possédant les techniques de pointe et ayant la possibilité
de s’en servir, que ce soit dans I'industrie aérospatiale ou
encore, dans d’autres secteurs industriels de pointe. En outre,
Canadair est un important employeur, non seulement 2 Mont-

réal, mais ailleurs au Canada, grice aux retombées qu’elle
suscite.

Honorables sénateurs, c’était 1a un résumé de la situation.
M. Bennett et moi-méme serons heureux de répondre i vos
questions. Je demanderai d’abord 4 M. Bennett s'il désire
ajquter quelques mots 4 ma déclaration, ou rectifier certains
points.

M. G. Bennett, chef de la direction, Canadair Limitée:
Monsieur le président, si vous le permettez, j’aimerais rectifier
un seul point. L’allusion au marché annuel de 150 gros avions
d’affaires était au nombre des prévisions qui figuraient dans les
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that we commissioned. However, I think that probably the
more realistic number is somewhere around 100 aircraft per
year of our category being sold.

Senator Austin: So 15 aircraft a year is roughly 15 per cent
of the total market, wich we would have to obtain to maintain
the production line on an incremental profitable basis.

The Chairman: Honourable senators, I should mention that
the minister has a Cabinet meeting at 4.45 p.m. Therefore we
must keep that in mind when we proceed with our questioning.
The lead questioner will be Senator Kelly.

Senator Kelly: Thank you, Mr. Chairman. I will try to be as
brief as possible. Senator Austin, I would first like to say that 1
agree with you that there is not a great deal of merit in poking
among the ashes of what is really quite a remarkable commer-
cial performance since 1976. However, I would like to ask a
couple of questions in that connection. You said, in one of the
documents—I believe it was one that you submitted to the
Public Accounts Committee—that in 1976 the Government of
Canada decided to get into the aircraft business by acquiring
Canadair, because at that time there were no private sector
operators who were prepared to take the r‘isk, and, as a matter
of policy, the government felt it essential that the aircraft
industry shoud not disappear in Canada. Is that your
understanding?

Senator Austin: Yes, that is true. We knew of no private
investor—at least, I have been informed of none—who was
prepared to take on the investment in Canadair and operate it
at a significant level.

Senator Kelly: Do you happen to know if at that time there
had been a private sector operator prepared to contmpe, the
government would nonetheless have gone ahead and decided to
be an owner; or would they have been happy to see the
program continued in private sector hands?

Senator Austin: I was not a member of the government at
that time and I really cannot help you in speculating on what
would be decided under whatever hypothetical cases could be
imagined.

Senator Kelly: From the way you framed your statement,
that the government proceeded because there was no private
sector operator available, you implied to me that had there
been one it might have been different.

Senator Austin: I will push my reservations aside somewhat
and say that in speculating about those events, I believe that if
the government had been able to find a private investor willing
to ensure that Canadair would remain a permanent and sub-
stantial participant in the aeroframe industry, it would have
been very pleased indeed to see that investor take Fhe position
which subsequently the government took. It is my information
that there was no such private investor available.

Senator Kelly: But it is reasonable to assume that the

government would continue through DIP style programs and
programs for export market development, enterprise develop-

[Traduction)

évaluations du marché que nous avons commandées. Je pense
toutefois qu'une vente annuelle d’environ 100 avions de notre
catégorie constitue probablement un chiffre plus réaliste.

Le sénateur Austin: Ainsi, 15 avions par année représentent
environ 15 p. 100 du marché total, qu’il nous faudrait nous
assurer pour que notre chaine de production atteigne un niveau
de rentabilité croissant.

Le président: Honorables sénateurs, je dois souligner que le
ministre a une réunion avec le Cabinet 4 16 h45. Nous
devrons donc en tenir compte lorsque nous passerons aux
questions. C’est le sénateur Kelly qui commencera.

Le sénateur Kelly: Je vous remercie, monsieur le président.
Je tenterai d’étre aussi bref que possible. Sénateur Austin, je
voudrais d’abord vous dire que je conviens avec vous qu’il ne
vaut pas vraiment la peine de remuer les cendres sur un
rendement commercial assez remarquable depuis 1976. Je
voudrais toutefois vous poser quelques questions i cet égard.
Vous avez dit dans I'un des documents—je crois qu’il s’agit de
celui que vous avez présenté au Comité des comptes publics—
qu’en 1976, le gouvernement du Canada a décidé d’entrer dans
le marché des aéronefs en se portant acquéreur de Canadair,
parce qu'a I'époque, il n’y avait aucune entreprise privée qui
était disposée a couvrir ce risque et que, par souci d’intérét
public, le gouvernement a jugé indispensable que I'industrie
des aéronefs subsiste au Canada. Est-ce ainsi que vous
I'entendez?

Le sénateur Austin: Oui, c’est exact. Nous ne connaissions
aucune entreprise privée—du moins, on ne m’en a pas parlé—
qui fut préte a prendre la société Canadair en charge et a
I'exploiter & un degré notable.

Le sénateur Kelly: En admettant qu’il y ait une entreprise
privée disposée a poursuivre I'opération, savez-vous si le gou-
vernement aurait néanmoins décidé de devenir propriétaire de
Canadair? Ou aurait-il été heureux de voir une entreprise la
prendre en charge?

Le sénateur Austin: Comme je n'étais pas membre du
gouvernement a cette époque, je ne peux réellement pas vous
aider dans vos conjectures sur les décisions qui seraient prises
dans des cas hypothétiques.

Le sénateur Kelly: D’aprés votre déclarataion, c’est-a-dire
qQue le gouvernement I’a prise en charge parce qu’il n’existait
aucune entreprise privée pour le faire, vous m’avez laissé
entendre que s'il en avait existé une, les choses auraient
peut-étre été différentes.

Le sénateur Austin: Je vais mettre un peu mes réserves de
coté et faire quelques conjectures; je crois que si le gouverne-
ment avait pu trouver un investisseur privé disposé a faire en
sorte que canadair participe de fagon permanente et 4 un degré
considérable & I'industrie aérospatiale, il aurait été trés heu-
reux de voir cet investisseur prendre la place que le gouverne-
ment a prise par la suite. D’aprés mes renseignements, il
n’existait aucun investisseur de ce genre.

Le sénateur Kelly: Mais est il raisonnable de présumer que
le gouvernement continuerait d’assurer sa participation grice a
des programmes comme le Programme de production de I'in-
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ment and so on. In other words, support the industry in the
private sector as well as Canadair and de Havilland?

Senator Austin: I will continue a bit with my speculation
and say that it would be highly reasonable to assume that' such
a private investor would have had the benefit of every available
government assistance program.

Senator Kelly: I have a reason for approaching the question
this way. Today we have a situation where you have created a
new company. You have described the restructuring of the
balance sheet. First, let me say that I agree with what you
have done. I think it is all you could do under the circum-
stances. But when I look at it as a member of the private
sector, I cannot help but be envious. I am sure that you would
agree that it is a glorious thing when someone comes along and
says, “You are doing fine but I am going to lift all the debt off
your shoulders and let you go right ahead with the company 1
have created for you.” It is like having a rich uncle, whom you
never knew, die and leave you money to pay off all your debts.

Having said that, is it possible that there is now what did
not exist in 1976, a private sector group prepared to move
ahead with a company cleaned up and ready to go? Has this
subject been explored and what is your view today as to
whether it would be appropriate?

Senator Austin: The government has said that those things
which have been assigned to CDIC are, by definition, available
for sale in some manner to the Canadian private sector. CDIC
and myself as minister would be interested in receiving pro-
posals from private investors. I have said that in the past with
respect to Canadian investors and even foreign investors about
Canadair and the other investments which we hold. But I have
to say that such investors must bear in mind, from the point of
view of the government, the existence of a substantial capacity
in Canada for participation in the aerospace industry—and at
the moment I define that as Canadair and de Havilland as the
minimum—and, also, its permanence does give rise to some
aspects that would be of an enduring public policy character.
In other words, there is a form of quasi utility—such as a
power corporation—in the continuance of these companies and
their capacity. Yet, the government is open to exploring the
interests of investors willing to participate or indeed take over
these operations. There are so many methods of a business
nature that would allow the access of a private investor. A
private investor could enter into a specific joint venture con-
cerning a product or could take a minority position in the
general equity to experience the company for a while, to
understand how it operates and what the risks would be.

The basic reason that the government has protected Cana-
dair and de Havilland is that these companies serve the public
policy objective of maintaining Canada as a significant player
in domestic terms and in world terms in the aerospace indus-
try. They are there to serve our requirement for capacity, both
technically and productively in the aerospace industry.

[Traduction)

dustrie de dépense et & des programmes d’expansion du
marché des exportations ou d’expansion des entreprises, en
d’autres termes, de financer I'industrie privée, de méme que
Canadair et de Havilland?

Le sénateur Austin: Toujours dans le domaine des conjec-
tures, il serait trés raisonnable de présumer que pareil investis-
seur aurait pu profiter de tous les programmes d’aide offerts
par le gouvernement.

Le sénateur Kelly: Si j’aborde la question de cette fagon,
c'est que j’ai une raison. Vous avez créé aujourd’hui une
nouvelle société et décrit la restructuration du bilan. D’abord,
permettez-moi de dire que je suis d’accord avec ce que vous
avez fait. Je pense que c’est tout ce que vous pouviez faire dans
les circonstances. Mais si je me mets 4 la place d’une entre-
prise privée, je ne peux m’empécher de vous envier. Je suis
certain que vous conviendrez avec moi qu’il est fantastique que
quelqu’un vous dise: «Vous faites de I’excellent travail, mais je
vais vous libérer de toutes vos dettes et vous laisser vous
occuper de la société que j’ai créée pour vous.» C’est comme si
un oncle riche, que vous n’avez jamais connu, vous laisse 4 sa
mort suffisamment d’argent pour payer toutes vos dettes.

Cela étant dit, est-il possible qu’il existe aujourd’hui, con-
trairement & 1976, une entreprise privée disposée a se charger
d’une société libérée de ses dettes et préte a repartir 4 zéro?
A-t-on étudié cette question et, 4 votre avis, conviendrait-il
aujourd’hui de I’étudier?

Le sénateur Austin: Le gouvernement a dit que, par défini-
tion, le secteur privé canadien pouvait se porter acquéreur des
mémes entreprises que la SDIC. La SDIC et moi-méme, en
tant que ministre, aimerions recevoir des propositions d’inves-
tisseurs privés. J'ai déja invité, dans le passé, les investisseurs
canadiens et méme étrangers a le faire dans le cas de Canadair
et autres projets. Mais je dois ajouter que, du point de vue du
gouvernement, ces investisseurs doivent tenir compte du fait
que lindustrie aérospatiale du Canada recéle un trés grand
potentiel—et pour le moment je ne parle que de Canadair et
de de Havilland; de plus, sa stabilité peut donner lieu a
certaines politiques publiques durables. En d’autres termes, ces
sociétés de par leur contamité, ressemblent presque a des
entreprises d’utilité publique, comme les compagnies d’électri-
cité. Le gouvernement est prét a étudier les propositions des
investisseurs qui désirent participer aux opérations des sociétés
ou a en assurer le contrdle. De nombreuses possibilités s’of-
frent d l'investisseur privé. En effet, celui-ci peut s’associer a
une entreprise conjointe pour commercialiser un produit, par
exemple, ou perdre une participation minoritaire provisoire
pour apprendre a connaitre la société, comprendre son mode
de fonctionnement et évaluer les risques.

Le gouvernement a protégé Canadair et de Havilland pour
des raisons d’intérét public surtout, soit pour permettre au
Canada d’occuper une place prépondérante sur le plan national
et international au sein de 'industrie aérospatiale. Ces sociétés
nous permettent de maintenir notre capacité technique et
productive dans ce secteur.
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Senator Kelly: | understand all that. What I am trying to
discover is whether you have decided as a matter of policy that
the only way such a change could be accomplished is if the
government remains an owner?

Senator Austin: As a matter of policy we have not come to
that final conclusion. We are inviting the private sector to
consider Canadair and de Havilland and I am open to interest-
ing approaches. Since you have given me this opportunity, |
want to be as clear as possible about the terms of reference.

Senator Kelly: Let us go back to 1976. We are now looking
at a projection of 15 aircraft as being what it would take to
produce what you describe as a “modest operating profit.”
That projection is based on two studies.

Senator Austin: Two studies based on the market part of
that equation. There are other studies with respect to costs of
production and so on.

The Chairman: Are these other studies available to the
committee?

Senator Austin: Mr. Chairman, that is a standard question
and I regret to give you the standard answer but because of the
commercial character of all these studies they are not avail-
able. But I do want to give you the best answers to your
questions I can.

Senator Kelly: It is interesting to note that 'when the govern-
ment made its decision in 1976 the projection to get to the
point of commercial production for non-recurring costs of $106
million turned out to be $460 million, that the $106 million
projection for design development costs turned out to be $1.5
billion and that the projection of 150 Challengers to be sold
and delivered turned out to be 54. Do you suppose that a that
time they had studies similar to the two you have now?

Senator Austin: It would be my expectation that they would
have such studies. Much happens following studies and their
conclusions. The Canadair management of the f:lay §ubmntted
a proposal for the development of' an executive jet to the
Government of Canada with projections that I have disclosed
in my material and to which you are refernng._ There _proved to
be many a slip ‘twixt the cup and tha} particular lip. Thqse
slips are well documented in the material before the commit-
tee. I realize that you are asking why we _should be more
confident in our studies today than in the studies of that fiay. I
suppose my answer is that nothing can relieve thq inquirer—
the members of this committee, any other committee or the
general public—of wondering whether we have done our work
in a proper businesslike way.

However, as you know, Senator Kelly,_bccause you are a
businessman, nothing can take all the variables out of a risk.
One in business occasionally has a loss and unexpected thmgs
occur on the way to an anticipated.proﬁt. M)f statement in
June of 1983 makes it clear that while Canadair suffered the
disappearance of a very attractive market due to world eco-
nomic conditions, and suffered the enhanced costs of very hlgh
interest rates on the debt it was carrying, perhaps those things
were unpredictable. I know a lot of people who are very astute

[Traduction]

Le sénateur Kelly: Je comprends tout cela. Toutefois, je
voudrais savoir si, en principe, vous croyez qu’un tel change-
ment ne peut étre accompli que si le gouvernement en reste
propriétaire?

Le sénateur Austin: En principe, nous n’avons pas encore
pris de décision définitive a ce sujet. Nous invitons le secteur
privé a étudier les possibilités qu'offrent Canadair et de Havil-
land et je suis prét 4 considérer toute proposition intéressante.
Puisque vous m’en donnez I’occasion, je tiens a étre aussi
précis que possible au sujet de ce mandat.

Le sénateur Kelly: Remontons 4 1976. Il fallait construire
15 avions pour réaliser ce que vous appelez des «bénéfices
d’exploitation modestes». Ces prévisions sont fondées sur deux
études.

Le sénateur Austin: Deux études fondées sur I'élément
marché de I’équation. Des études ont également été faites sur
les coiits de production et autres questions.

Le président: Le Comité peut-il obtenir des exemplaires de
ces études?

Le sénateur Austin: Monsieur le président, il sagit 12 d'une
question classique et je suis obligé de vous donner une réponse
classique: ces études ne sont pas disponibles en raison de leur
nature commerciale. Mais jessaierai de vous répondre du
mieux que je pourrai.

Le sénateur Kelly: Il est intéressant de noter que, lorsque le
gouvernement a pris sa décision en 1976, les prévisions de
dépenses sur le plan de la production commerciale, qui étaient
de 106 millions de dollars, se sont élevées en fait 3 460 millions
et que les prévisions de 106 millions pour les coiits de concep-
tion se sont élevées 4 1,5 milliard. En outre, seulement 54
Challenger, et non 150, comme il était prévu, ont été vendus et

livrés. Croyez-vous qu’a ce moment-la ils disposaient d’études
similaires aux votres?

Le sénateur Austin: Je pense que oui. Beaucoup de choses
surviennent aprés des études et leurs conclusions. A I’époque,
la direction de Canadair avait soumis au gouvernement une
proposition en vue de construire un avion d’entreprise et
donnant les prévisions qui figurent dans mes dossiers et aux-
quelles vous faites allusion. Mais on est encore loin de la coupe
aux levres. Les problémes qui se posent sont bien expliqués
dans les documents que vous avez devant vous. Je sais que vous
vous demandez pourquoi nous fier davantage aux études
d’aujourd’hui qu'aux précédentes. Je suppose que rien n’empé-
che les membres de ce Comité ou d’un autre ou le grand public
de se demander si nous avons bien fait notre travail.

Toutefois, vous le savez trés bien sénateur Kelly, en tant
qu’homme d’affaires, qu’on ne peut rien faire pour supprimer
les risques. Une entreprise subit 4 I’occasion des pertes et on ne
parvient pas toujours & réaliser les bénéfices prévus. Dans ma
déclaration de juin 1983, j’ai déclaré que, bien que Canadair
ait perdu un marché trés intéressant en raison de la conjonc-
ture économique mondiale et qu'elle ait dii subit des taux
d’intérét trés élevés sur sa dette, il n'était pas possible de
prévoir ce qui arriverait. Je connais beaucoup de gens astu-
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did not predict them. On the other hand, Canadair’s manage-
ment performance, according to its own objectives in terms of
production schedules, production costs, design events and so on
which were within their management control, is not a very
pleasant record to follow.

Senator Kelly: Again, I congratulate you on the courageous
approach you are taking. There is no sense in turning your
back on a bad situation. It is something that should be done
and you are doing something about it and I think that is
excellent. The concern that we had through the period when
these situations developed and built up, brings us back to the
quality of stewardship—the role of the shareholder. Nothing is
going to change. You have a different shareholder now—
CDIC 1 gather is the shareholder as opposed to the govern-
ment, or the minister of the day, or whatever. It is difficult to
imagine why it took so long to discover the situation, but that
is history, and what we have to be more concerned about now
is what happens in the future. I gather that you have a
program of monitoring this that is substantially more effective,
or it would seem to be, than existed prior to this, so we can
assume that there will not be nearly as many surprises.

May I ask you on this 15 aircraft question, what is the
major competition to the Challenger?

Senator Austin: At this point, I should like to turn to Mr.
Bennett, president and chief executive officer, and let him
respond to your questions about market conditions.

Mr. Bennett: Mr. Chairman, there are two major competi-
tors with the Challenger; one is a currently-produced airplane
called the Gulf Stream-3 and the other is an aircraft called the
Falcon-50. While they are the major competitors, they are
slightly different. The Gulf Stream-3 is a somewhat larger
aircraft with longer range capabilities, and the Falcon-50 is a
somewhat smaller aircraft with somewhat less range. Never-
theless, the three of them are still characterized as large
business jets.

Senator Kelly: I understand there may be a question or two
that I am asking that you do not want to answer for commer-
cial reasons. Facing that competition, I did not see anything in
your five-year projection that suggested that you intend or
plan to make any substantial modifications in the 601 which is
your most up-to-date model. Leading on from that—I know a
bit about the Gulf Stream-3—do you have any provision or
possibility that you may be doing some modifying that is not
included in your projections in confronting the Gulf Stream-3?

Mr. Bennett: In our cost forecasts we have assumed that we
will make the improvements to the 601 aircraft that one would
expect to make to a more or less mature product. In other
words, we will continue to upgrade the aircraft. We have not
assumed that we will put a new wing on it, for instance, or that
we would re-engine the airplane or stretch it. None of those
assumptions have been made. On the other hand, I would point
out that the market forecasts made exactly the same assump-
tions that there would be no requirement, in order to attain the
market share that was forecast, for us to put a new wing on it
or do anything of a major nature.

[Traduction)]

cieux qui n’ont pas prévu ce genre de choses. D’autre part, les
performances de la direction de Canadair, si I'on se fie a ses
propres objectifs en ce qui concerne le calendrier et les coits
de production, les études de conception et autres questions de
ce genre et qui relevaient de sa compétence, ne sont pas
particuliérement brillantes.

Le sénateur Kelly: Encore une fois, je tiens 4 vous féliciter
pour votre courage. Il est inutile de tourner le dos a une réalité
désagréable. Il faut faire quelque chose et je trouve votre
initiative excellente. Les inquiétudes que nous avons éprouvées
au cours de cette période nous raménent au rdle de ’action-
naire. Rien ne changera. Vous avez maintenant un autre
actionnaire—qui est la CDIC par opposition au gouvernement,
ou d I'actuel ministre, ou d je ne sais qui. Il est difficile de
comprendre pourquoi il a fallu tellement de temps pour décou-
vrir cette situation, mais cela fait partie du passé et nous
devons maintenant nous préoccuper de ’avenir. Je suppose que
vous avez pris des mesures plus efficaces pour surveiller I’évo-
lution de la situation, de sorte que nous n’aurons pas autant de
surprises.

Pour ce qui est de la question des 15 avions, quel est le
principal concurrent du Challenger?

Le sénateur Austin: Je demanderai a M. Bennett, président
et directeur général, de répondre a votre question au sujet des
conditions du marché.

M. Bennett: Monsieur le président, le Challenger a deux
grands concurrents; le Gulf Stream-3 actuellement en produc-
tion, et le Falcon-50. Ces avions sont toutefois légéremment
différents. Le Gulf Steam-3 est un peu plus grand et posséde
un plus long rayon d’action; le Falcon-50 est plus petit, et son
rayon d’action plus restreint. Néanmoins, les trois sont consi-
dérés comme étant de gros avions d’entreprise.

Le sénateur Kelly: J’aimerais vous poser une ou deux ques-
tions auxquelles vous ne voudrez peut-étre pas répondre, pour
des raisons commerciales. En ce qui concerne cette concur-
rence, je ne vois rien dans vos provisions a cinq ans qui indique
que vous envisagez de modifier de fagon notable le 601, qui est
votre plus récent modéle. Ceci dit—je connais un peu les
caractéristiques du Gulf Stream-3—envisagez-vous d’apporter
des modifications qui ne sont pas comprises dans vos prévisions
pour concurrencer le Gulf Stream-3?

M. ?ennett: Nous avons tenu compte, dans nos prévisions
fmapcwres, des améliorations que I’on peut s’attendre a appor-
ter a un produit plus ou moins au point. En d’autres termes,
nous continuerons a améliorer I’avion. Nous n’avons pas prévu
de construire une nouvelle aile, ou de modifier le moteur ou
encore d’agrandir I'appareil. Aucune prévision n'a été faite.
Dautr? part, je tiens a4 vous signaler que les prévisions du
rqarche_ sont exactement les mémes, a savoir qu’il n’est pas
necessaire pour nous de changer l'aile ou de faire d’autres
grands travaux, pour obtenir notre part prévue du marché.



15-3-1984

Finances nationales 2221

[Text]

Senator Kelly: Is the removal of the debt to your company
putting you in a position to price into the marketplace at a
better level than a company that would have a more normal
debt equity rate?

Mr. Bennett: No, I wish it did. The only thing the removal
of the debt is doing for us in a market sense is permitting us to
show potential purchasers of our aircraft that we, as a com-
pany, have independently the capability to continue our pro-
gram. The single most difficult hurdle we have had to over-
come in the year that I have been at Canadair is the real and,
frankly, justified concern, in my opinion, that the marketplace
had about our staying power.

Senator Austin said in his report, and I concur in it whole-
heartedly, that the market does not want to take a chance on
what will or could become an orphan aircraft. Ours was seen
as a program which had a high probability of becoming an
orphan-style program, that is, being discontinued with a hun-
dred planes in the field. Historically, that sort of abandonment
of the program has resulted in a drop in the value of the
aircraft in the field by anywhere from 50 per cent to 80 per
cent. Understandably, someone who is about to invest $13
million or $14 million in a business jet, would not like to think
that the termination of this jet program in six months would
mean that his investment suddenly became worth only $2
million or $3 million.

Senator Kelly: What percentage of the components that go
into the Challenger are manufctured in facilities owned by
Canadair, and what percentage are manufactured and sup-
plied elsewhere?

Mr. Bennett: With the exception of the engines, the
nacelles, which are the pods that hold the engines, and the
landing gear, almost everything else, other than avionics—
radios, radar and that sort of thing-is manufactured at
Canadair.

Senator Kelly: Are your manufacturing facilities modern?
Mr. Bennett: Yes, very modern.

Senator Kelly: You have no upgrading in a five or ten year
projection? You are right up to scratch?

Mr. Bennett: Nothing of significance. Our cash forecasts
include an amount for improving facilities but it is not a
material amount of money. We do not need to upgrade our
equipment. We have excellent equipment.

Senator Kelly: I think you answered earlier, Senator Aus-
tin—I was going to use a helicopter analogy that I know is not
under your wing—that the move to manufacture helicopters is
a recognized move into a market that is already full as far as
suppliers are concerned so the strategy seems to call for
finding somebody who is already in the marketplace and
making a joint arrangement. I think you have answered the
question that I have just asked. Are you, perhaps not actively,
open to the same possible move as far as the Challenger is
concerned?

Senator Austin: We are certainly open to sharing the joys of
Canadair with private investors.

[Traduction]

Le sénateur Kelly: La disparition de sa dette permet-elle a
votre société de vendre son produit & un meilleur prix qu'une
société qui compte un ratio d’endettement normal?

M. Bennett: Non, le seul avantage que nous tirons de la
radiation de la dette, du point de vue du marché, c’est que cela
nous permet de montrer aux acheteurs éventuels que nous
pouvons, en tant que société, poursuivre notre programme de
facon tout a fait indépendante. L'obstacle le plus difficile que
nous avons di surmonter au cours de I’année que j’ai passée a
Canadair est I'inquiétude réelle et, & mon avis, justifiée du
marché au sujet de notre survie.

Le sénateur Austin a déclaré dans son rapport, et je suis
entiérement d’accord avec lui, que le marché ne veut pas courir
le risque d’acheter un avion qui ne serait plus fabriqué. Notre
programme, aux yeux des autres, avait de trés fortes chances
de disparaitre, une fois qu’il y aurait déja une centaine
d’avions en service. Dans le passé, 'abandon d’un programme
entrainait une diminution de la valeur de I’avion qui se situait
entre 50 et 80 p. 100. Il est normal que la personne qui est
préte a investir 13 ou 14 millions de dollars dans un avion
d’entreprise ne tient pas a apprendre que son investissement ne
vaudra plus soudainement que 2 ou 3 millions de dollars dans
six mois, a la suite de I’'abandon du programme.

Le sénateur Kelly: Quel est le pourcentage de piéces du
Challenger qui sont fabriquées dans des usines appartenant a

Canadair, et quel pourcentage sont fabriquées et achetées
ailleurs?

M. Bennett: Exception faite des moteurs, des nacelles, qui
renferment les moteurs, et le train d’atterrissage, presque
toutes les autres pieces, sauf I’équipement électronique—
radios, radar, etc.—sont fabriquées par Canadair.

Le sénateur Kelly: Vos usines sont-elles modernes?
M. Bennett: Oui, trés modernes.

Le sénateur Kelly: Vous n’avez pas I'intention de les amélio-
rer dans cinq ou dix ans? Vous avez tout modernisé?

M. Bennett: Nous ne prévoyons pas de gros travaux. Nos
prévisions fonciéres comprennent un certain montant destiré a
'amélioration des installations mais il ne s’agit pas d’une
somme considérable. Nous n’avons pas besoin d’améliorer
notre équipement, celui-ci étant excellent.

Le sénateur Kelly: Je crois que vous avez répondu a la
question plus tdt, sénateur Austin—j’allais établir un rapport
avec I'industrie de I’hélicoptére qui, je sais, ne reléve pas de
votre compétence—que le fait de fabriquer des hélicoptéres est
s’adresser 4 un marché qui n’offre plus de débouchés aux
fournisseurs, de sorte qu'il faut trouver quelqu’un qui est déja
sur le marché pour conclure une entente conjointe avec lui. Je
crois que vous avez répondu a la question que je viens de poser.
Envisagez-vous, peut-étre pas de facon aussi concréte, de faire
la méme chose avec le Challenger?

Le sénateur Austin: Nous sommes certainement préts a
partager les bénéfices de Canadair avec les investisseurs privés.
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Senator Kelly: With respect to the litigation with Avco, is
the maximum downside of that $100 million?

Senator Austin: 1 will ask Mr. Bennett to reply to that. I ask
him to be aware, as I know he is in any event, that the answer
ought not to affect the pleadings or litigation.

The Chairman: Without prejudice.

Senator Austin: I am not sure that you can make a public
statement without prejudice.

Senator Kelly: If you would rather not answer that question,
I understand.

Mr. Bennett: I do not mind answering the question. I do not
understand the question perfectly clearly.

Senator Kelly: If you lose, what will it cost you?
Senator Austin: More than it has cost us up to this point?

Senator Kelly: Yes.

Mr. Bennett: Let me set the scene and then see if I can
answer the question. We have a claim at the moment against
Avco which is $480 million. Avco has a counterclaim against
us which arose after we issued our initial claim against them
for approximately $100 million. If we were to be totally
unsuccessful on our claim against Avco and if Avco were to be
totally unsuccessful in their claim against us, we would be out
of pocket $100 million.

Senator Kelly: Thank you.

Senator Balfour: Is there any reason why the committee
could not be furnished with a five-year pro forma operating
statement for the company so that in future we have a measure
against which to judge performance?

Senator Austin: 1 appreciate your giving me notice of this
question yesterday and, as I mentioned to you, I would discuss
with the President of Canadair whether we can produce a pro
forma statement on the case that we are relying on, which is
the 15 aircraft case. I understand he has such a document. Do
you have any difficulty in making that document available to
this committee?

Mr. Bennett: 1 do not have any difficulty making it avail-
able. I would like the committee to understand, however, that
in any forecast there are critical assumptions that stand behind
the forecast, and we have made a large number of assumptions
here. We believe they are conservative assumptions, and I hope
they are. We have certainly endeavoured to make them con-
servative. The document or the forecast that falls out of that, I
will be happy to provide to you. I am not very pleased to give
you the assumptions because many of them are assumptions
which our competitors would like to have.

Senator Balfour: I can understand that; and I do not think I
would expect you to. However, on the other hand, you may
find yourself, in a year or two, if things turn out in a
significantly different way, being asked to explain what hap-
pened even though there are acceptable explanations. Some-

[Traduction]

Le sénateur Kelly: En ce qui concerne le litige avec la
société Avco, les pertes maximales sont-elles de 100 millions de
dollars?

Le sénateur Austin: Je demanderai 4 M. Bennett de répon-
dre 4 cette question. Je tiens toutefois 4 lui faire remarquer, et
il le sait déja, que sa réponse ne doit pas influer sur le procés
ou le litige.

Le président: Sous toutes réserves.

Le sénateur Austin: Je ne sais pas si vous pouvez faire une
déclaration publique sous toutes réserves.

Le sénateur Kelly: Si vous préférez ne pas répondre a la
question, je comprendrai.

M. Bennett: Je veux bien répondre a votre question. Je ne la
comprends pas trés bien.

Le sénateur Kelly: Si vous perdez, quel sera le montant des
pertes subies?

Le sénateur Austin: En plus de ce que cela nous a colté
jusqu’a maintenant?
Le sénateur Kelly: Oui.

M. Bennett: Laissez-moi rétablir les faits et voir si je peux
répondre a votre question. Nous poursuivons a I’heure actuelle
la société Avco pour la somme de 480 millions de dollars. Avco
a présenté en retour une demande reconventionnelle d’environ
100 millions de dollars. Si nous perdons notre procés contre
Avco et si Avco perd le sien contre nous, nous nous retrouve-
rons avec 100 millioms de moins en poche.

Le sénateur Kelly: Merci.

Le sénateur Balfour: Y a-t-il une raison pour laquelle le
Comité ne pourrait obtenir des états financiers pro forma de
cing ans qui pourraient nous aider a évaluer les résultats de la
société dans les années a venir?

Le sénateur Austin: Je vous remercie de m’avoir dit hier que
vous alliez me poser cette question; comme je vous I’ai dit, je
demanderai au président de Canadair si nous pouvons produire
des états financiers pro forma pour la question qui nous
intéresse, c’est-a-dire les 15 avions. Je crois comprendre qu’il a
déja ce document en main. Voyez-vous un inconvénient quel-
conque 4 donner ce document au Comité?

M. Bennett: Aucun. Toutefois, je voudrais que le Comité
comprenne que toute prévision est fondée sur des hypothéses
délicats et nous en avons beaucoup dans ce cas-ci. Nous
estimons ces hypothéses prudentes, et j'espére qu’elles le sont.
Du moins, nous avons essayé de les faire prudentes. Je me ferai
un plaisir de vous fournir une copie du document ou des
prévisions qui en découlent. Je rechigne a vous communiquer
ces hypothéses car bon nombre d’entre elles intéresseraient nos
concurrents.

Le sénateur Balfour: Je comprends trés bien; et je ne
m’attends pas 4 ce que vous le fassiez. Toutefois, si les choses
ne vont pas comme prévu, vous serez obligé, dans un an ou
deux, de fournir des explications, méme si celles-ci sont vala-
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times there are unacceptable explanations. I think past history
describes many examples of the latter.

Mr. Bennett: That is my only concern and, having voiced it,
I can give you that document.

Senator Balfour: I think that would be helpful to the
committee.

Senator Austin: Mr. Bennett will distribute copies.

Mr. Bennett: It is a very simple statement. I ha_ve extracted
from it five-year forecasts on a lot of different lhl_ngs. What 1
have given you is our five-year forecast of net earnings.

Senator Austin: We will circulate thg statement if we can
have a moment to do that in our proceedings.

Senator Balfour: In the meantime I would pose another
question to Senator Austin. I notice the: reference in the report
to the intention to appoint a board of directors which would be
drawn from leading business people in Canada. I would simply
like to ask for your assurance that this board' of @1rector§ will,
in fact, be chosen for competence and t.hat it will not simply
serve as another haven for people deserving of an appointment
to a board for other reasons.

Senator Austin: Without accepting the premise of your
remarks or indicating that any such thing has ever happened
before, I certainly want to assure you that I have sought and
obtained the agreement of a number of persons who I think are
of outstanding business competence 11 Canada and, given the
reorganization of Canadair, which is before Parllﬁment for
approval now, they will join the board. Some of the current
board wish to step down on the conclusion of this reorganiza-
tion of the company and some wish to continue. The new
board will, therefore, have a mixture of directors who have had
experience with Canadair’s affairs and directors who will be
new in the sense of the Canadair business, but very substantial
in the sence of business experience in Canada. :

For clarification I want to say the directors on the Canadair
board, when the new slate is announced, will have been chosen
for their business experience. .

Le sénateur Leblanc: Merci, monsieur le président. Dans
votre communiqué de presse du 13 mars 1984, monsieur le
ministre, vous disiez, 4 la page 4, que la dette de $lv350»0006
000 ne sera pas effacée. Elle sera prise en charge par la CDI
qui élaborera avec le gouvernement un programme visant au
service et au remboursement de la de}te sglon. les échéances
prévues. J’aimerais obtenir davantage d’explications.

"apre i i Canadair ne peut pas payer ou ren}bourser le
$13521(§),:)%01:‘(])(())1(’),S}ec ﬁe vois pas qui lq remboursera a sa place.
Est-ce que cela augmentera le déficit du Canada de $1,350.-
000,000? Vous dites que le gouvcrnemelnt cls\}?:rr:cr; :nr: g;g;

is pas quel programme l¢ g0
2{;&2:. ;gunrc ;‘)’:yef un?: dette de $l,350,000,00f)\, ﬂuapq la
compagnie endettée n’existe plus. Je cqmprends qu’a l'intérieur
de la CDIC, il y a d’autres compagnies. Est-ce que g:eqseront
les autres compagnies qui paieront la dette de Canadair?

[Traduction]

bles. 1l y en a parfois qui ne le sont pas. Je crois que
I’'expérience I'a prouvé dans de nombreux cas.

M. Bennett: 1l s’agit 13 de ma seule préoccupation et,
maintenant que je vous en ai fait part, je peux vous remettre ce
document.

Le sénateur Balfour: Je crois que cela sera utile au Comité.

Le sénateur Austin: M. Bennett vous en distribuera des
exemplaires.

M. Bennett: Il s’agit d’'un document trés simple qui est
fondé sur des prévisions quinquennales touchant toute une
gamme de choses. Je vous remets donc nos prévisions quin-
quennales concernant nos gains nets.

Le sénateur Austin: Nous distribuerons ce document si le
temps nous le permet.

Le sénateur Balfour: En attendant, je voudrais poser une
autre question au sénateur Austin. J'ai noté, dans le rapport,
que I'on fait allusion a la création d’un conseil d’administration
qui regrouperait des hommes d’affaires influents au Canada.
Je vous demande de nous assurer que ce conseil d’administra-
tion sera formé de gens compétents et qu’il ne constituera pas

tout simplement un refuge pour des gens qui méritent une
nomination pour d’autres raisons.

Le sénateur Austin: Sans admettre les prémisses de vos
remarques ni dire que ce genre de chose s’est déja produite
dans le passé, je tiens & vous assurer que j'ai obtenu l'accord
d’un certain nombre de personnes qui, je crois, ont une trés
grande expérience des affaires et qui, étant donné le projet de
réorganisation de Canadair dont est saisi le Parlement aux fins
d’approbation, se joindront au conseil. Certains membres
actuels désirent quitter leur poste une fois la réorganisation
terminée et d’autres désirent rester. Le nouveau conseil regrou-
pera donc des directeurs qui sont déja familiers avec Canadair
et des directeurs qui n’en connaissent rien, mais qui ont
beaucoup d’expérience dans le domaine des affaires au
Canada.

Je tiens a préciser que les directeurs du nouveau conseil
d’administration de Canadair auront été choisis en fonction de
leur expérience des affaires.

Senator Leblanc: Thank you, Mr. Chairman; Mr. Minister,
your press release dated March 13, 1984 states on page 4 that
the $1.350 billion debt will not disappear. It will become the
responsibility of CDIC which will work out with the govern-
ment the debt servicing and the repayment of the debt as it
becomes due. I would like to know a little more about it.

If Canadair cannot pay or pay back the $1.350 billion, I
personally do not see who could do it. Will that increase
Canada’s deficit by $1.350 billion? You say that the Govern-
ment will work something out. I cannot see what he can do to
pay a debt of $1.350 billion, when the corporation involved no
longer exists. I understand that within the CDIC, there are
other companies. Will they pay Canadair’s debts?
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Senator Austin: The debt was created in the first instance
by the Government of Canada on directions of the Minister of
Finance issuing comfort letters to lending institutions assuring
them that money lent to Canadair would be guaranteed by the
Government of Canada. Therefore, the obligation was, upon
its origin, and remains that of the Government of Canada. Of
course, Canadair became the primary obligatee of the debt,
but the Government of Canada remained behind it. Parliament
authorized these comfort letter assurances to become obliga-
tions approved by Parliament, I believe, in 1982. Now, as you
are aware, in the restructuring of Canadair, the new Canadair
company, which will be a subsidiary of CIDC, will have passed
to it from the old Canadair its assets and operating business.

Senator Leblanc: But not the debt.

Senator Austin: The old Canadair, in other words the
company which has the debt today, will retain the debt and, as
it is the obligation of the Government of Canada, in substance
nothing has changed with respect to the debt. Of course, as
with all debts, alas, there comes a due date.

Senator Roblin: You can just roll it over.

Senator Austin: Then you move the due date slightly if you
roll it over. The Minister of Finance will have to decide on the
management of that debt, as he does with the management of
all the debts of Canada.

Senator Leblanc: I do not understand the management of
that debt because there will not be any assets—nothing to
substantiate the debt at all. The debt will be there. What do
we do with it after that? What you see here is a debt.

La dette ne sera pas effacée. Je ne vois pas comment vous
pouvez tirer cette conclusion. Elle sera prise en charge par la
CDIC ou par le gouvernement. Vous avez bien dit que vous
élaborez un programme visant au service ou au rembourse-
ment de la dette selon les échéances prévues. Je ne comprends
rien 4 ce paragraphe. J'ai déja été en affaires a titre de
comptable agréé. Quand il y avait une dette et que les gens
allaient en faillite, ils devaient trouver une autre source de
revenu pour payer leurs dettes. Si I’ancienne compagnie con-
serve sa dette, la nouvelle compagnie n’a plus de dette. L’an-
cienne compagnie qui conserve la dette n'a plus d’actif, n’a
plus rien. Qu’allez-vous faire avec la dette? Le gouvernement
devra poser un geste quelconque. Il faudra probablement
Iinclure dans notre fameux Livre bleu. Le déficit du Canada
sera-t-il augmenté de $1,350,000,000? Je ne vois pas comment
quelqu’un peut rembourser cette dette au gouvernement. Je ne
vois pas comment, dans les livres, on peut comptabiliser cette
dette; si on la garde comme créance recevable, c’est faux car
c’est une créance irrecevable.

Senator Austin: Senator Leblanc, never have I said anything
about Canadair paying that $1.35 billion dollars in debt. There
is no such commercial enterprise. In fact, what we are doing is
freeing Canadair from that obligation because it cannot carry
it and still continue in its business.

[Traduction]

Le sénateur Austin: Cette dette a été contractée par le
gouvernement du Canada quand le ministre des Finances a
remis des lettres d’accord présumé aux établissements de
crédit leur assurant que l'argent prété a Canadair serait
garanti par le gouvernement du Canada. Ainsi, 4 I'origine,
cette obligation revenait au gouvernement du Canada et la
situation n’a pas changé. Evidemment, Canadair est devenu le
principal débiteur, mais le gouvernement du Canada est
demeuré le garant. Le gouvernement a autorisé, en 1982, je
crois que ces lettres d’accord présumé deviennent des obliga-
tions approuvées par le Parlement. Maintenant, comme vous le
savez, en raison de la restructuration de Canadair, la nouvelle
Canadair, qui sera une filiale de la CDIC, prendra en charge
I’actif et 'exploitation de I’ancienne Canadair.

Le sénateur Leblanc: Mais pas la dette.

Le sénateur Austin: L’ancienne société Canadair, soit celle
qui a ces dettes aujourd’hui, conservera cette dette et, puisqu’il
s'agit d’une obligation du gouvernement du Canada, essentiel-
lement, rien n’a changé a cet égard. Evidemment, comme pour
toutes les dettes, il faudra malheureusement rembourser un
jour.

Le sénateur Roblin: Vous n’avez qu’a la renouveler.

Le sénateur Austin: A ce moment-la, vous reportez légére-
ment I’échéance prévue. Le ministre des Finances devra déci-
der de la gestion de cette dette, comme il le fait pour toutes les
dettes du Canada.

Le sénateur Leblanc: Je ne comprends pas vraiment la
gestion de la dette puiqu'il n’y aura pas d’actif—rien dont on
puisse se servir pour avaliser la dette; elle sera toujours la.

dQu’en ferons-nous aprés? Tout ce que vous avez, C’est une
ette.

The debt will not disappear. I really don't see how you can
say that. It will become the responsability of CDIC or of the
Gov;rnment. You did say that you would workout the debt
servicing and the repayment of those debts as they become
due. I really do not understand that paragraph. I once worked
as a chatered accountant, and when there was a debt and the
people were going bankrupt, they had to find another source of
revenue to pay their debts. If the old company keeps the debt,
the new company doesn’t have one; moreover, the old company
whlch_ keeps the debt doesn’t have any assets, it doesn’t have
ar.lythmg. What will you do with the debt? The Government
will have to do something. It will probably have to include it in
its famous Blue Book. Will Canada’s deficit increase by $1.35
billion? I cannot see how you can reimburse that debt to the
Government. I can’t imagine how you can account for that
debt in the books; if you keep it as a receivable debt it is not
true ecause it is an unreceivable debt.

Le sé!lateur Austin: Sénateur Leblanc, je n’ai jamais dit que
anadan\ remboqrserait cette dette de 1,35 milliard de dollars,
loin de 1a. De fait, nous libérons Canadair de cette obligation

parce qu’elle ne peut a la fois I’assumer et continuer a faire des
affaires.
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1 also said, Senator Leblanc, that the Government of
Canada owes the money and, at a time decided by the Minis-
ter of Finance for his reasons, it will become a part of the debt
structure of the government. For the moment, it remains in old
Canadair and I imagine will stay there until maturity, either
with or without rollovers, as Senator Roblin mentioned. How-
ever, the management of this debt within old Canadair is the
responsability of the Minister of Finance.

The private analogy is that I lend you $1,000; you invest it
in a company; you end up owing $1,000—

Senator Leblanc: With interest.

Senator Austin: . .. besides the $1,000 I lent you, but you
have a good business and you show me that you can carry on
your business from the point you are at now, if you do not have
to pay me back, so I say: “Very well, ?rganlze yOl}rself a new
company and make your business go. Tht? dpbt is there s_tlll
with the old company, but the shareholder is in gooc! standing
for the debt, so nobody is worried about the debt in the old
company because the shareholder has the financial capacity to
pay it. That is the private analogy.

Senator Leblanc: I am worried about that debt from the
point of view of being a taxpayer aqd a senator. I know that at
one point, it will have to show up 1n our books sox:newhere as
borrowing on top of the $27 billion you are asking now to
cover that debt when it matures. Someone, somewhere w!ll
have to pay it and it will probably be the government who will
pay it.

Senator Austin: Senator, you are absolutely right that, at
some time, it will show up as part of the debt of the Govern-
ment of Canada. What I am saying, in terms of Canadair and
the business situation, is that I cannot do 'anythmg about @he
debt. My major preoccupation is saving this company; making
sure that it can be put on a good bugmegs footing from here on
in, and ensuring that Canada retains 1ts valuable acrospace
capacity. As for what you say about the debt, I am sad; I am
sorry that it was lost.

Le sénateur Leblanc: J'aurais un autre point a soulever,
sénateur Austin, concernant les héhcop}eres. Nous avons
apparemment une entente avec Bell Hehcopte'r._ Lor§que le
Canada voulait développer la construction des hélicopteres, on
a demandé la soumission de plusieurs pays. Rgcemmgqt, il ya
15 jours, nous avons eu le plaisir de recevorr la visite d’un
député de I'Assemblée législative de France de méme qu'un
sénateur frangais. Apparemment, la France a fait des S(’);.!mls-
sions pour venir s'installer ici en vue de,construue Eies hélicop-
téres, conjointement avec notre pays. L’on nous blamait parce
que l'on nous disait: «Ecoutez, nous avons une association
d’amitiés Canada-France». Les re_presemant§ commerciaux des
deux pays essaient de promouvolr les rclat.lon§ commerciales
entre les deux pays. Cependant, 1l.y avait 1a une occasxoln
unique d’avoir une meilleure rel’auon commerciale avec la
France, car la France a développe une ?xgellente tcchn’ologle
concernant la fabrication des hélicopteres. nglles réponse
puis-je donner a ces personnes A savoir pourquoi nous avons

[Traduction)

Jai également dit, sénateur Leblanc, que le gouvernement
du Canada doit cet argent et, comme le ministre des Finances
I’avait alors décidé pour une raison quelconque, cette dette
fera maintenant partie de la structure de la dette du gouverne-
ment. Pour I'instant, elle figure toujours dans les livres de
’ancienne société Canadair, et je suppose qu’elle y restera
jusqu’a sa date d’exigibilité; elle peut cependant étre renouve-
lée comme I’a signalé le sénateur Roblin. Toutefois, la gestion
de la dette de I’ancienne société Canadair incombe au ministre
des Finances.

Supposons, par exemple, que je vous préte 1,000 § et que
vous I'investissiez dans une société. Vous devez 1,000 § . . .

Le sénateur Leblanc: Sans compter I'intérét.

Le sénateur Austin: En sus des 1,000 $ que je vous ai prété;
vous avez une bonne entreprise et vous me prouvez étre en
mesure de poursuivre vos affaires si vous n’étes pas tenu de me
rembourser. Je vous dis de créer une nouvelle entreprise. La
dette existe toujours pour la vieille société, mais on juge que
I'actionnaire pouvait assurer le remboursement de la dette;
personne ne s’inquiéte alors de la dette de I'ancienne société.

Jespére que cet exemple vous aide & mieux comprendre la
situation.

Le sénateur Leblanc: Mais je m’en soucie, de la dette tant a
titre de contribuable que de sénateur. Je sais qu’un jour ou
I'autre, elle devra apparaitre dans nos livres comme emprunt
venant s’ajouter aux 27 milliards de dollars que vous nous
demandez maintenant pour la couvrir lorsqu’elle arrivera a
échéance. Quelqu’un devra régler la note, et ce sera probable-
ment le gouvernement.

Le sénateur Austin: Sénateur, vous avez parfaitement raison
de dire qu’un jour ou I'autre, ce montant figurera sous le passif
du gouvernement du Canada. Je dis simplement, pour ce qui
est de Canadair et de la situation actuelle, que je ne peux rien
faire au sujet de cette dette. Je désire avant tout sauver cette
société; je dois Jn’assurer qu’elle sera désormais solide et que le
Canada maintiendra sa capacité importante au chapitre de
'aéronautique. Mais évidemment, la question de la dette
m’attriste.

Senator Leblanc: I would like to ask another question.
Senator Austin, concerning the helicopters. It seems that we
have reached an agreement with Bell Helicopter. When
Canada wanted to get into the field of helicopter manufactu-
ring, it called for tenders from several countries. Recently, two
weeks ago as a matter of fact, we had the honour of welcoming
a member of the French Legislative Assembly as well as a
French senator. It would seem that France presented bids to
embark on a joint venture with us so as to manufacture
helicopters here in Canada. People reminded us that we had an
Alliance Canada-France. Commercial represnetatives from
both countries try to promote trade relations. However, this
was the perfect opportunity to ensure better trade relations
with France, because France has developed an excellent tech-
nology in the field of helicopter manufacturing. So what can I
answer to those who ask me why we chose the American
Corporation Bell Helicopter rather than the French corpora-
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choisi le Bell Helicopter américain au lieu de nous associer
d’une fagon ou d’une autre avec la compagnie frangaise qui,
apparemment, s’était montrée intéressée 4 s’installer au pays?

Senator Austin: Senator, while it is not my area of ministeri-
al responsibility, I was very much involved in the question of
assessing the advantages to Canada of the competing proposals
for helicopter manufacturing in Canada, and it was the deci-
sion of the government that there was a higher degree of
Canadian content and a higher level of transfer of technology
from the Bell proposal than from the proposal of Aérospatiale.
That was also my opinion, I might add quite gratuitously, in
looking at the causes. There is nothing wrong with the French
technology. Their competence in the helicopter field is excel-
lent, but their willingness to share that technology and that
competence was not nearly as high as that of Bell, nor was the
availability for Canadian manufacture of the market, because
Aérospatiale had established itself in certain markets with
current product, which it wished to maintain.

I, too, have spent time in Canada and in France looking for
ways of improving commercial relations between the two
countries, not in the case of helicopters but in other products. I
believe, as I know you do, that a stronger relationship with
France is-an important. part of Canada’s policy and it is best
served through commercial relations.

Senator Leblanc: Thank you.

Senator Thériault: Mr. Chairman and Senator Austin, |
want to say that I do not know very much about the manufac-
ture of aeroplanes, but it seems to me that this situation might
be a little worrisome for any lay person looking at this
corporation. It is starting off in 1984 with all of the assets of
Canadair. These assets comprise the technology, the buildings,
the equipment and everything that Canadair has built up since
1976 and prior, including the privilege to spend $1.350 billion
in losses, with the plus of some sales, I presume, that they have
had during those years.

Senator Austin: Yes, many.

Senator Thériault: Are you competing with people who have
the same privilege? Are the two aeroplanes that you have
talked about owned by private corporations?

Senator Austin: One is. The Gulf Stream is owned by a
private corporation and the Falcon is owned by the French
state.

Senator Thériault: So they are in the same position as
Canadair?

Senator Austin: Senator Thériault, if I am wrong perhaps
Mr. Bennett could again correct me, but you have to appreci-
ate that, except with respect to the United States, the major
airframe manufacturers in the world are state-owned and in
the main, they are not operated with commercial profit as their
objective but state public policy as their objective.

[Traduction]

tion that had showed an interest in operating plants in
Canada?

Le sénateur Austin: Sénateur, bien que ce secteur ne reléve
pas de ma compétence, j'ai participé activement a I’évaluation
des avantages que présentaient pour le Canada les deux sou-
missions portant sur la fabrication d’hélicoptéres au Canada;
le gouvernment a décidé qu’il y aurait une plus grande partici-
pation canadienne et un plus important transfert de techniques
s’il acceptait la proposition de Bell plutdt que celle de la
société Aérospatiale. J’étais bien d’accord avec cette décision.
Nous n’avons rien a reprocher a la technologie de la France.
Sa compétence dans le domaine de la fabrication d’hélicopté-
res est excellente; cependant, elle n’était pas autant disposée
que Bell & partager cette technologie et cette compétence; de
plus, Aérospatiale avait déja établi, pour certains produits, des
marchés auxquels elle ne voulait pas renoncer.

Jai personnellement étudié, au Canada et en France, des
moyens d’améliorer les relations commerciales entre les deux
pays, dans des secteurs autres que celui des hélicoptéres. A
mon avis, et je suis persuadé que vous partagez mon opinion,
I’établissement de liens plus solides avec la France est un
¢lément important de la politique du Canada, et la meilleure
facon d’y arriver est par I’entremise des relations commercia-
les.

Le sénateur Leblanc: Merci.

Le sénateur Thériault: Monsieur le président, sénateur
Austin, je dois avouer ne connaitre que peu de choses sur la
fabrication d’avions, mais il me semble que cette situation
pourrait inquiéter tout profane qui étudie la situation de cette
société. Elle voit le jour en 1984 avec tout I'actif de Canadair;
cet actif représente la technique, les immeubles, le matériel et
tout ce que Canadair a accumulé depuis 1976 et méme avant,
y compris le privilege de radier 1,35 milliard de dollars en
pertes, et de tirer profit, je suppose, de certaines ventes
antérieures.

Le sénateur Austin: Canadair a effectivement conclu plu-
sieurs contrats de vente.

y Le sénateur Thériault: Livrez-vous concurrence a des socié-
tes qui ont les méme priviléges? Les deux avions dont vous
avez parlé€ appartiennent-ils a une société privée?

Le sénateur Austin: Un d’eux, oui. Le Gulf Stream appar-
tient & une société privée et le Falcon, a I'Etat francais.

Ije- sénateur Thériault: Ils se trouvent donc dans la méme
position que Canadair?

Le sénateur Austin: Sénateur Thériault, que M. Bennett me
corrige si je fais erreur, vous devez étre consient du fait qu’a
I’exception des Etats-Unis, les principales sociétés de fabrica-
tion de cellules sont des sociétés d’Etat qui, dans I’ensemble, ne
sont pas exploitées dans le but de réaliser des profits commer-
ciaux mais plut6t en fonction des politiques de chaque pays en
cause.
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Senator Thériault: I agree that what you are looking at, or
what the government should be looking at and I presume is
looking at, is the total package, the total return on any
investment that you make.

Senator Austin: The national account.

Senator Thériault: I accept that, but, given all that, it seems
to me that that corporation is in a pretty good position in 1984.

Senator Austin: | hope Canadair will be, upon the approval
of this restructuring and refinancing.

Senator Thériault: It should be, by all common measure-
ments. If you or I were to start off today with those kinds of
assets and with that technology, we should certainly be able.to
make a go of it. I for one have never had any quarrel with
having crown or public corporations, because I think t_here isa
need for them; but, if this one cannot make a go of it, I may
have to change my mind and say that the government should
get out of all of them.

Senator Austin: It is my expectation that, on the basis of
this refinancing and restructuring, Canadair will make a go of
its existing product line and its corporate existence. prever, 1
do not want to leave the impression with the committee that
that is all I should like Canadair to do. As Senator Kelly was
saying earlier, the company needs new products and it must
stay contemporary, and that means that we will be coming to
the Government of Canada for assistance in the same way that
any private company could come in terms of research and
development, market assistance and all the general programs
available to private companies. Moreover, no one has ever
argued that public companies should not have advantage of
those generic programs. So there will be more government
money put into Canadair for product development and future
profit centres.

Senator Thériault: That would be put into profit on the
same basis—

Senator Austin: On the same basis as if it were privately
owned. I do not have a proposal and I have not developed ?nc,
but if the government had a hypothetical proposal to maml;' lqc-
ture something that required capital beyqnd the present ability
of Canadair to produce capital in an internal way for new
investment, then we would bring the proposal to Pa(llament.
But that, as I say, is only a hypothesis. It is not anything I am
preparing to do at the moment.

Senator Thériault: In answer to a question, you said that,
when you restructure the board of directors of that corpora-
tion, some of the people who are now on the board will remain
while others will be replaced. How much responsibility do you
think the existing board of directors has had in the manage-
ment of the corporation since 1976.

Senator Austin: 1 said in my report of June 7, 1983, that
there were, unfortunately, problems in terms of communica-

[Traduction)

Le sénateur Thériault: Je reconnais que ce dont vous tenez
compte, ce dont le gouvernement devrait tenir compte et ce
dont il tient effectivement compte, je I’espére, c’est 'ensemble
de la proposition, le rendement du capital investi.

Le sénateur Austin: Le compte national.

Le sénateur Thériault: Je le reconnais, mais vu tout ce dont
nous avons parlé, il me semble que cette société est dans une
postion assez intéressante en 1984.

Le sénateur Austin: J'espére que Canadair sera dans une
position favorable une fois qu'on aura approuvé sa restructura-
tion et son refinancement.

Le sénateur Thériault: Compte tenu de tous les facteurs en
jeu, Canadair ne devrait pas avoir de problémes. Si I'un de
nous deux lancait une entreprise aujourd’hui avec ce type
d’actif et cette technologie, nous devrions certainement réussir.
Je ne me suis jamais opposé aux sociétés de la Couronne et aux
sociétés d’Etat, parce que je crois qu'il existe un besoin réel a
ce chapitre; mais si Canadair ne peut pas réussir, je devrai

changer d’idée et dire au gouvernement de se défaire de toutes
ces sociétés.

Le sénateur Austin: Compte tenu du refinancement et de la
restructuration, je crois que Canadair saura trés bien réussir
avec ses produits et sa structure actuels. Je ne veux toutefois
pas que le Comité pense que c’est tout que ce que je désire voir
Canadair accomplir. Comme le sénateur Kelly I’a dit un peu
plus tot, cette société a besoin de nouveau produits et elle doit
étre a la fine pointe de la technologie, ainsi, nous allons
demander de I'aide au gouvernement du Canada comme n’im-
porte quelle société privée, au chapitre de la recherche et du
développement et de la mise en marché. Bref, nous allons
participer a tous les programmes généraux offerts aux sociétés
privées. De plus, personne n’a jamais dit que les sociétés d’Etat
ne devraient pas profiter de ces programmes. Ainsi, le gouver-
nement investira plus d’argent dans la société Canadair pour
assurer le dével9ppement des produits et des centres de profits.

Le sénateur Thériault: On procéderait exactement . . .

Le sénateur Austin: Exactement comme s’il s’agissait d’une
société privée. Je n’ai pas de propositions a cet égard mais si le
gouvernement avait une proposition hypothétique a formuler
pour la fabrication d’un produit nécessitant plus de capital que
Canadair ne peut en produire au niveau interne pour de
nouveaux investissements, nous présenterions la proposition au
Parlement. Mais il ne s’agit 1a que d’une hypothése. Je ne me

prépare vraiment pas a faire quelque chose du genre en ce
moment.

Le sénateur Thériault: Vous avez dit, en réponse i une
question, que lorsque vous modifieriez la structure du conseil
d’administration de cette société, certains des membres conser-
veraient leur poste alors que d’autres seraient remplacés. Dans
quelle mesure croyez-vous que le conseil d’administration
actuel a été responsable de la gestion de la société depuis
19767

Le sénateur Austin: J'ai dit dans mon rapport du 7 juin
1983 qu’il y avait malheureusement des problémes au chapitre
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tions between the management and the board of directors, and
that the board of directors did not get from management the
information they should have had as directors in order to make
the decisions they were required to make; nor were they at all
times sufficiently aggressive in searching for those answers.
Part of the problem I would leave with the directors, but part
of the problem was in the fact that an uncertainty developed
surrounding who should be pursuing what in some of those
areas. That has been put very much to rights and I believe that
the communications system is working very effectively and
that the board today, since CDIC has been involved, has
obtained the information it needs.

Senator Thériault: Structurally, is there anything different
now? It is nice to say that the management has better com-
munications with the board of directors today, but has there
been a structural change that makes that so?

Senator Austin: Yes, indeed. As you know, there has been a
change in the president and chief executive officer. That took
place last September. There has been a change at the senior
executive level, with a reduction of vice-presidents from 22 to
12, and there have been changes in the reporting procedures
based on new analytical processes.

Perhaps I could ask the president to answer a specific kind
of question.

Senator Thériault: But a change in management does not
impress me. New people can do exactly the same thing as the
old people, because they might look back and say, “They did
pretty well. We will do the same thing.” 1 am not being
facetious in saying that. I am not suggesting that that is what
will happen. I am simply asking whether the government has
made sure that in the restructuring of the corporation there is
now more responsibility lying on the board of directors than
there was before.

Senator Austin: Yes. I have every confidence in the manage-
ment of Canadair today, after its reorganization, and in the
president and CEO, who, of course, came in at the time that
CDIC took responsibility. There have been very substantial
changes initiated by CDIC, and I can refer you to the docu-
ments in which there are ten steps showing the activities of
CDIC. If you go to page 7 of the update document of CDIC,
you will see that ten problems were defined by CDIC at
Canadair.

Senator Thériault: Yes, I have that.

Senator Austin: Then you will see the steps taken to ensure
the growth of the company. There are a number of steps
shown, beginning on page 8. Ten of them are given in a
detailed way showing what CDIC has done. With respect to
the strengthening of control by the board, perhaps Mr. Bennett
might tike to make some comments.

Senator Thériault: Before the president and chief executive
officer answers, let me say that I am not trying in any way to
reflect on the present or past management of Canadair. I know

[Traduction]

de la communication entre la direction et le conseil d’adminis-
tration, et que ce dernier n’avait pas recu de la direction tous
les renseignements nécessaires pour prendre les décisions qui
s’imposaient; les membres du conseil d’administration n’ont
d’ailleurs pas fait preuve de suffisamment de dynamisme dans
leur recherche des solutions. J'attribuerais une partie du pro-
bléme aux directeurs, mais une autre partie au fait qu'on ne
savait pas trop qui était responsable de certains secteurs. On a
remédié a la situation et, 2 mon avis, le systéme de communi-
cation est maintenant trés efficace; de plus, depuis que le
CDIC s’est penché sur cette affaire, le conseil d’administration
regoit les conseils dont il a besoin.

Le sénateur Thériault: Au niveau de la structure, y a-t-il
quelque chose de nouveau? 11 est facile de dire que la direction
communique mieux avec le conseil d’administration aujour-
d’hui, mais je désire savoir si, pour y arriver, on a apporté des
changements a la structure.

Le sénateur Austin: Certainement. Vous le savez, on a
changé de président et de directeur général en septembre
dernier. On a apporté des changements au niveau des cadres
supérieurs, et on a réduit le nombre de vice-présidents de 22 a
12. On a de plus apporté des modifications dans les procédés
établis au chapitre de I'obligation de rendre compte, et tout est
fondé sur un nouveau processus analytique.

Je pourrais demander au président de répondre a une ques-
tion bien précise.

Le sénateur Thériault: Les changements au niveau de la
direction ne m’impressionnent pas. De nouveaux directeurs
peuvent fairc exactement les mémes choses que leurs prédéces-
seurs, parce qu’ils peuvent étudier ce qui s'est passé aupara-
vant et se dire que si ceux-la ont bien réussi, ils peuvent faire
de méme. Je ne fais pas le dréle. Je ne dis pas que c’est ce qui
va se passer. Je demande simplement si le gouvernement s’est
assuré, lors de la restructuration de la société, qu’une plus

grande responsabilité était accordée au conseil d’administra-
tion.

.Le sénateur Austin: Oui. J’ai entiérement confiance en la
dn:cgtion de Canadair, depuis sa réorganisation, et en son
président et directeur général qui, bien sir, est entré en
fonctions au moment ot la CDIC a pris en charge la société.
La CDIC a institué d’importants changements, et je puis vous
renvoyer aux documents dans lesquels sont décrites dix des
mesures qu’elle a prises. Si vous prenez la page 7 du document
de mise 4 jour de la CDIC, vous verrez que celle-ci a décrit dix
problémes qui se posaient 4 Canadair.

Le sénateur Thériault: En effet.

) ,Le _sénateur Austin: Puis vous allez voir les mesures qui ont
cte prises pour favoriser la croissance de la société. On cite un
certain nombre de ces mesures a partir de la page 8. Dix
d’entre elles sont décrites de fagon détaillée pour démontrer ce
qui a été accompli par la CDIC. Pour ce qui est de renforcer
I"autorité du conseil d’administration, peut-étre que M. Ben-
nett pourrait faire quelques observations a ce sujet.

Le sénateur Thériault: Avant que le président et directeur

général ne réponde, permettez-moi de dire que je ne cherche
aucunement a critiquer les membres anciens ou actuels, de la
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nothing about them personally. My information is simply from
reading the minister’s reports and from what I see in the press
and from what I hear people in the opposition saying, and they
do have a duty to try to get information out.

My concern is not really with respect to people, because I
presume the minister responsible when the takeover took place
in 1976 also had the same kind of confidence in the manage-
ment at that time as you have now. Otherwise, they would not
have been there. So I want to repeat that I am not trying to
reflect at all on people I don’t know. Nevertheless, 1 want to
make sure that you have taken the necessary steps, Mr.
Minister, to see that the management does have control, and 1
accept what you are saying.

Senator Austin: Yes, 1 have. Your observations, Senator
Thériault, have validity as a beginning point of the examina-
tion of any issue. “Why will it be better today than it was
before?” is a valid question and the point 1s vtfel] tqken, but, if
it is pressed to its ultimate logic, then nothing is believed.

I am saying to you that the only way we can judge whether
it might be better, and for you to judge it, is by the reports, by
the steps taken, by the methodology adopted and by 100]0"8_31
the specific issues. I believe we meet very fully the commercial
tests required.

Senator Thériault: I hope you have convinced Senator
Roblin.

The Chairman: Do you have some questions, Senator
Roblin?

Senator Roblin: Yes, Mr. Chairman, 1 would like to as'k a
few questions about the financial side of the re-organization,
which is not entirely clear to me from the report that has bc?en
rendered. I have to say that I have been flooded with material,
Mr. Chairman: so it may be that 1 have overlooked something
or that I have not read the right passage. Usually, when th_ere
is a corporate re-organization of this kind, the presentation
includes not only the current balance sheet, profit and loss
statement and cash flow position—in this case for the year
ending in 1983—but also shows the bglancc sheet, et cetera, as
it would appear after the re-organization has been carried out.

In this case you have to get rid of the debt. So 1 would
appreciate receiving such a document which would show us the
balance sheet as it will appear after the reorganization has
taken place with similar information about the profit and loss
statement and, particularly, the cash flow statement. This is an
interesting forecast of sales and earnings which has been
provided. It is a little skimpy for my purposes. I wonder |f']
could get something which would have a little more meat on it.
One of the things that bothers me, and I am saying this as sort
of a caveat which 1 think the company ought to make to

[Traduction]

direction de Canadiair, car je ne les connais pas personnelle-
ment. Les renseignements que j’ai me viennent simplement de
la lecture des rapports du Ministre et des journaux et de ce que
disent les membres de I’Opposition, & qui il incombe d’étre
toujours a I'affiit de I'information.

Mais ce n’est pas vraiment au sujet des dirigeants que je me
pose des questions, car je suppose que le Ministre responsable
au moment ol la société a été prise en charge en 1976 avait,
comme vous, entiérement confiance en les membres de la
direction. Sinon, il ne les aurait pas maintenus a leur poste. Je
le répéte, je ne cherche pas du tout a critiquer des gens que je
ne connais pas, mais je tiens 4 m’assurer, monsieur le Ministre,
que vous avez pris les mesures nécessaires pour que la direction
ait effectivement le contrdle de la société, et je suis prét a
accepter ce que vous dites.

Le sénateur Austin: J'ai effectivement pris des mesures en
ce sens. Vos observations, sénateur Thériault, sont un point de
départ valable a I'examen de quelque probléme que ce soit. I
est en effet utile de se demander si la situation sera meilleure
aujourd’hui qu’elle ne I'était auparavant, et vous avez raison
de poser la quesion, mais si nous poussons ce raisonnement
jusqu’a sa conclusion logique, nous ne pourrons étre sirs de
quoi que ce soit.

Ce que je veux vous faire voir, c’est que la seule fagon de
juger si la situation pourra étre meilleure, et pour vour et pour
moi, c’est d’examiner les rapports, les mesures qui ont été
prises, la démarche qui a été suivie et les problémes particu-
liers qui se sont posés, et, j’estime que nous répondons parfaite-
ment a ce qui est exigé d’une entreprise.

Le sénateur Thériault: J’espére que vous avez convaincu le
sénateur Roblin.

Le président: Avez-vous des questions a poser, sénateur
Roblin?

Le sénateur Roblin: Oui, monsieur le président, je voudrais
poser quelques, questions au sujet de I’aspect financier de la
réorganisation, que je n’ai pas tout a fait réussi & comprendre
d’apres le rapport qui a été déposé. Je dois dire cependant,
monsieur le président, que j’ai regu une multitude de docu-
ments. Il se peut donc que j'aie laissé passer quelque chose ou
que je n’aie pas lu le bon passage. De fagon générale, quand il
y a réorganisation d’une entreprise comme celle-ci, on peut
s’attendre 4 avoir le bilan, le compte de pertes et profits et
I’état des mouvements de trésorerie non seulement pour I’an-
née écoulée—en I'occurrence pour ’exercice financier se ter-
minant en 1983—mais aussi pour celles qui suivront la
réorganisation.

Dans le cas qui nous occupe, il faut éponger la dette. Aussi
je m’attendrais 4 ce qu'on nous présente un document indi-
quant quel sera le bilan apres la réorganisation et nous rensei-
gnant également sur le compte de pertes et profits et, plus
particuliérement, sur les mouvements de trésorerie. Les prévi-
sions que fournit le rapport au sujet des ventes et des recettes
sont fort intéressantes, mais elles sont plutét minces & mon
avis, et je souhaiterais avoir des renseignements plus détaillés.
Une des choses qui me préoccupent, et je le dit a titre
d’avertissement, car il me semble que la société devrait pren-
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protect itself, is that you are pretty categorical that you will
not need any further government money if this thing goes
through. 1 remain a little puzzled by that.

Senator Austin: For the purposes of the Challenger
program?

Senator Roblin: I am going to come to that. I would just like
to deal with the Challenger program in the first place. You
have an inventory of aircraft which you have not sold, some of
it CL-600. You state that you are not going to sell them at cut
rate prices so you may have them for some time. That has to
be financed. We then come to this Avco suit. As I understand
it, the reason you are suing Avco is because the engine does
not work the way it should. This means that if you are correct
about that then the people who are using that engine will be
looking to you to make it work. If you do not win this suit with
Avco, which I see has risen from about $100 million to $400
million in the course of a year, and which I think requires a
little explanation, then you may not only have to pay Avco,
which is a possibility, but you will still have to consider your
obligations to the people who are using your machine. What
provision have you made in your forecast for that type of
expense? If it is not substantial and if it is not material, then
you may say so and that will take care of it. However, if it is
substantial I have trouble understanding the basis of the suit.

Senator Austin: I would like, Senator Roblin, with your
permission, to take the questions you have asked up to this
point—

Senator Roblin: Please do not do that because if you stop
my flow I will forget some of the things I wish to put on the
record.

Senator Austin: I am sorry, I will keep making notes.

Senator Roblin: I also think, and I speak from what is
usually described as an abundance of ignorance, that in con-
nection with the future of the 601 you simply have to have
something built into your future forecast for modifications to
that machine. As competition develops between your two main
competitors I am sure you will find it absolutely essential to
make some—I would hazard to guess pretty expensive—
changes to keep up with that over time. I would like to be
assured that all those factors have been taken into account in
your forecast since I do not see that you have left yourself a
devil of a lot of room financially for anything which might
misfire. After all, the cash flow being generated by sales, at
least for the first year or two, is not very impressive. It is
difficult and I am concerned that you will find that you cannot
live up to these undertakings. I am not sure I even know what
the undertakings mean. Perhaps you can clarify that for me,
Mr. Minister, while you are at it.

It also says in the material that you should no longer require
equity infusions from government to remain in business and
that any short term cash requirements will be met pursuant to
conventional banking arrangements between Canadair and its

[Traduction]

dre des précautions & cet égard, c’est que vous affirmez de
fagon assez catégorique que vous n’aurez plus besoin de faire
appel 4 l'aide financiére du gouvernement si la dette est
épongée. Cette affirmation me laisse assez perplexe.

Le sénateur Austin: Aux fins du programme Challenger?

Le sénateur Roblin: J'aimerais tout d’abord parler du pro-
gramme Challenger. Vous dites que vous avez un certain
nombre d’avions invendus, dont les CL-600, que vous n’avez
pas I'intention d’écouler & prix réduit. Il vous faudra donc les
conserver pendant un certain temps encore, et en assurer le
financement bien sir. Passons maintenant aux poursuites que
vous avez intentées contre la société Avco. Si je comprends
bien, vous poursuivez cette société parce que le moteur ne
fonctionne pas comme il le devrait. Si tel est le cas, c’est donc
a vous que s’en prendront les utilisateurs de cette machine. Or,
si vous n’avez pas gain de cause dans vos poursuites contre
Avco, dont le montant, 4 ce que je vois, est passé de 100
millions & 400 millions en I’espace d’un an, ce qui nécessite a
mon avis des explications, vous devrez non seulement acquitter
les frais d’Avco, ce qui demeure une possibilité, mais vous
aurez également des obligations envers les utilisateurs de votre
machine. Quelle provision avez-vous faite pour ces dépenses
dans vos prévisions? S’il ne s’agit pas d’'un montant considéra-
ble, vous n’avez qu’a le dire et je n'en demanderai pas plus,
mais, s’il s’agit d’'une somme importante, j'aurai du mal a
comprendre ce qui vous a amené a intenter ces poursuites.

Le sénateur Austin: Ce que je voudrais faire, sénateur
Roblin, si vous le permettez, c’est prendre les questions que
vous avez posées jusqu’a présent . . .

Le sénateur Roblin: Ne faites pas cela, je vous en prie, car si
vous m’interrompez, je vais oublier certains points que je tiens
4 soulever.

Le sénateur Austin: Je vous demande pardon, je vais conti-
nuer a prendre des notes.

Le sénateur Roblin: Je crois également, et je parle ici du
plus profond de mon ignorance, qu’en ce qui concerne I’avenir
du 601, vos prévisions doivent absolument tenir compte des
éventuelles modifications 4 cette machine. Au fur et 4 mesure
que la concurrence va s’accélérer entre vos deux principaux
rivaux, je suis siir que vous allez vous trouver dans I'obligation
de faire certains changements—sans doute assez onéreux—
pour ne pas vous laisser dépasser. Je voudrais obtenir la
confirmation que vous avez tenu compte de tous ces facteurs
dans vos prévisions, car il me semble que vous n’avez guére de
marge de manceuvre en cas d’ennui imprévu. Aprés tout, les
recettes provenant des ventes, du moins pour les deux premié-
res années, ne sont guére impressionnantes. Ce ne sera pas
chose facile de respecter vos engagements, et je crains que vous
ne puissiez le faire. Je ne suis méme pas sir de savoir en quoi
consistent ces engagements. Peut-étre pourriez-vous m’éclairer
la-dessus, monsieur le Ministre?

Vous indiquez également dans les documents que vous nous
avez présentés que vous ne devriez plus avoir besoin d’infusions
de capital de la part du gouvernement et que vous pourrez
combler tous vos besoins de trésorerie 4 court terme en négo-
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bankers without the need of further government guarantees.
You will probably say to me that part of my concerns are
covered by that banking arrangement. By the way, who is your
banker? I would like to know if you have established a line of
credit with anyone. Here is the trick, and I do not know you
can get around it: A crown corporation d9es not need a
government guarantee to be a good credlt‘rlsl'c. One has to
accept the fact that bankers look at applgcatlons for more
money from crown corporations in a little different light than
they look at Duff Roblin asking for more money. They know
that when the chips are down the chances of the government
coming to the rescue are probably pretty good—they certainly
have been in this case. I appreciate the sentiment l'fere that you
are going to try to make your own ﬁnancnal‘dcals in the future
without recourse to Parliament, let’s put it tl}at way, and I
hope you can do that. However, I quder if you are not
running it pretty tight. In order to convince me that you are
not, I would like to know what provision you have m.all this
financing for these contingencies whicl] I pointed to which may
not be material. You can probably think of a lot more than I
can which would be. If we had the revised statements after the
completion of the transactions with the forecast you are work-
ing on, it would certainly help one to consider t.he advisability
of giving you another $310 million now. That is a start, Mr.
Minister.

Senator Austin: That is one “Challenger question™, all right.
First, I would like to make available the pro forma opening
balance sheet of new Canadair.

Senator Roblin: I can anticipate what some of your competi-
tion will say about you if they feel that they can tell the public
that you do not have this provision_for remodelling and that
type of thing as you go along. You will have to talk fast.

: i in is to ask Mr.

Senator Austin: I think the best way to bcg.m is A
Bennett to speak to the premises in the financial presentation.
When he has finished 1 will see what is left of the questions

that I have written down.

Senator Roblin: May I throw something else into the mix? I
am talking now about the Canadair program.

Senator Austin; The Challenger program?

Senator Roblin: The Challenger program. You have other
fish in this pool.
Senator Austin: Yes.

i looking at take

Senator Roblin: Do these figures we are
everything into account and do you have a sectoral breakdowg
between the Challenger, your waterbomber and the. rest?
Presumably you have that kind of breakdown. I am anxious to

[Traduction]

ciant avec vos banquiers des ententes conventionnelles, sans
qu’il soit nécessaire de revenir devant le gouvernement pour
obtenir des garanties. Vous allez sans doute me dire que la
réponse 4 une partie des problémes que je souléve se trouve
Jjustement dans cette entente bancaire. A propos, qui est votre
banquier? Je voudrais savoir si vous avez établi une marge de
crédit avec un établissement quelconque. Voici le nceud du
probléme, et je ne vois pas comment vous allez pouvoir vous en
sortir. Une société de la couronne n’a pas besoin de garantie
gouvernementale pour étre bien cotée par les établissements de
crédit. Je crois qu'il faut se rendre a Iévidence que les ban-
quiers sont un peu mieux disposés envers les sociétés de la
Couronne qui leur demandent des fonds supplémentaires qu’il
ne le serait envers Duff Roblin. Car ils savent que si elles se
trouvent en difficulté, il y a de bonnes chances que le gouver-
nement leur vienne en aide—ils n’ont certainement pas eu tort
dans le cas de Canadair. Je reconnais que vous essayez de vous
montrer résolus 4 prendre dorénavant en main votre situation
financiére sans faire appel au Parlement, et j’espére que vous y
parviendrez. Je me demande cependant si votre marge de
manceuvre n’est pas trop mince. Pour bien me persuader qu’il
n’en est rien, je voudrais savoir quelle provision vous avez faite
dans vos prévisions financiéres pour parer aux éventualités que
J'ai mentionnées et qui ne sont peut-étre pas importantes, mais
il y en a sans doute beaucoup d’autres qui le sont. Si nous
avions en plus de vos prévisions des états révisés qui nous
permettraient de juger de votre situation une fois la réorgani-
sation terminée, nous serions certainement davantage en
mesure de décider de I'opportunité de vous accorder 310
millions de fonds supplémentaires. Voila de quoi commencer,
monsieur le Ministre.

Le sénateur Austin: En effet, c’est toute une question que
vous me posez ld au sujet du Challenger. Premiérement, je
voudrais mettre & votre disposition le bilan d’ouverture pro
JSforma de la nouvelle société Canadair.

Le sénateur Roblin: Je peux m’imaginer certaines des criti-
ques que vous uadresseront vos concurrents s’ils peuvent dire au
public que vous n’avez pas de provision dans votre budget pour
les améliorations et les autres mesures qui s’imposeront avec le
temps. Vous aurez fort 4 faire pour vous défendre.

Le sénateur Austin: Je crois que la meilleure facon de
commencer serait de demander 3 M. Bennett de vous entrete-
nir des suppositions sur lesquelles sont basées nos documents
financiers. Quand il aura terminé, Je verrai ce qui reste des
questions que j’ai prises en note.

Le sénateur Roblin: Puis-je ajouter encore quelque chose? 11
s’agit du programme Canadair.

Le sénateur Austin:
Challenger?

Le sénateur Roblin: Justement. Vous avez d’autres secteurs
d’activités?

Le sénateur Austin: Oui.

Le sénateur Roblin: Ces chiffres que nous avons devant nous
tiennent-ils compte de toutes vos activités, et pouvez-vous nous
dire comment s’établit la ventilation entre le Challenger, votre
avion-citerne et vos autres produits? Vous étes sans doute en

Vous voulez dire le programme
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know whether these other activities carry themselves or if they
contribute to the problem.

Senator Austin: May I ask you to begin, Mr. Bennett.

Mr. Bennett: Mr. Chairman, as I mentioned earlier, the
basis for forecasting cash, net income and sales—everything—
will always be assumptions which someone has to make. As I
mentioned earlier as well, we have made them for the purposes
of all these forecasts and we have used the same assumptions
for forecasting sales, cash requirements, cash flow, net profits
and/or losses, as the case may be. With respect to all of the
items that you have raised, sir, we have made assumptions for
the purposes of the various forecasts. With respect to the
specific ones you have mentioned, that is, the inventory of
600s, we have assumed that we will sell only a small portion of
those aircraft over the five year period.

Senator Roblin: How many do you have, by the way?

Mr. Bennett: At the moment, we have seven and we have
one more coming in. So we will have eight in inventory, one of
which is what we call “green”, that is, it has no interior; the
others are all complete airplanes. So for the purposes of cash
requirement we have just assumed that we really are not going
to sell very many of those in the time frame.

We have also built into our cash requirements and our profit
forecast a provision for improving those aircraft so that we will
be able to sell them. In this respect we have tried to be ultra
conservative on the side of a positive cash flow which could
result from that inventory. On the other side we have
endeavoured to be ultra conservative by saying that we will
spend some money on them and try to raise them up to a level
where we will sell more than our assumptions might otherwise
have indicated.

Senator Roblin: So far you are talking about your inventory
of CL-600s?

Mr. Bennett: Yes. We have no inventory of 601s. I think we
have made a prudently conservative assumption with respect to
that inventory; whether we add to it or not is really up to us. If
we decide that we wish to take trade-ins of 600s, for instance,
that would be a decision that we would make consistent with
our cash expectations from other activities.

On the Avco suit, for cash flow purposes only—and I would
not want this to reflect on our confidence in the eventual
outcome of our suit—we have assumed nothing. We have
assumed that we will receive nothing and pay nothing. We are
confident that we will not pay anything and we are equally
confident that we will recover something, but for cash flow
purposes we have assumed nothing.

Senator Roblin: What if you lose it? What if you do not get
anything? Will you be stuck with any ongoing expenses for the
machines that have already been sold?

[Traduction)

possession de ces chiffres. Je voudrais savoir si ces autres
secteurs d’activités sont autosuffisants ou s’ils contribuent au
probléme.

Le sénateur Austin: Puis-je vous demander de prendre la
parole, monsieur Bennett?

M. Bennett: Monsieur le président, comme je I’ai mentionné
tout a I'heure, les prévisions, qu’ils s’agissent de trésorerie, de
revenu net ou de ventes ou que sais-je encore, sont toujours
fondées sur des suppositions. Comme je I'ai déja dit également,
toutes nos prévisions sont basées sur des suppositions et, qu’il
s’gglsse de ventes, de besoins de trésorerie, de mouvements de
trésorerie, de pertes et de profits nets, nous nous sommes servis
des mémes suppositions. A I'égard de chacun des points que
vous avez soulevés, sénateur, nous avons posé des hypothéses
afin d’établir nos prévisions. En ce qui concerne nos stocks
d’avions 600, que vous avez mentionnés plus particuliérement,
nous avons supposé que nous allions en vendre seulement un
faible pourcentage au cours des cinq prochaines années.

Le sénateur Roblin: Combien en avez-vous, au fait?

M. Bennett: A I'heure actuelle, nous en avons sept et nous
en attendons un autre. Ainsi, nous en aurons huit, dont un qui
n'aura que la carcasse; les autres sont tous des avions complets.
Par conséquent, en ce qui concerne nos besoins de trésorerie,
nous avons simplement supposé que nous n’allions pas vendre
un grand nombre de ces avions.

Nous avons également, dans nos besoins de trésorerie et nos
prévisions de profits, une provision pour améliorer ces avions
de maniére & pouvoir les vendre. Pour ce qui est d’évaluer les
recettes nettes qui proviendraient de la vente de ces avions,
nous avons essayé d’étre le plus prudents possible. Nous avons
¢galement été trés prudents pour ce qui est d’estimer ce qu’il
nous en colitera pour les améliorer afin de pouvoir en vendre
un plus grand nombre que ce qui est prévu dans nos
suppositions.

Le sénateur Roblin: Jusqu'a présent, vous avez parlé de vos
stocks de CL-600?

M. Bennett: Oui. Nous n’avons pas de 601 en stock. Je crois
que nous avons fait une hypothése prudente a cet égard, de
sorte que nous sommes enti¢rement libres de décider si nous
v<‘3'ulons augmenter nos stocks de ce modéle. Si nous décidions
d echfmger les 600 par exemple, nous agirions en fonction des
rentrees que nous escomptons d’autres activités.

En ce qui concerne le procés Avco, 4 des fins d’autofinance-
ment seulement, et je ne voudrais pas que ceci affecte notre
cc,)nflancc' quant a P'issue éventuelle de notre poursuite, nous
n’avons rien présumé. En fait, nous avons présumé que nous
n’allions rien recevoir et rien payer. Nous sommes convaincus
que nous n’aurons rien a payer et que nous recouvrerons un
quelcopque montant, mais au chapitre de l’autofinancement,
nous n’avons rien présumé.

Lg iena.teur Roblin: Que se passerait-il si vous perdiez le
proces? Si vous ne gagniez rien? Devriez-vous assumer une

lon%ue ;sene de frais a I’égard des appareils que vous avez déja
vendus?
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Mr. Bennett: | was coming to that next, senator. You asked
whether we have to pay something to upgrade the engines, for
instance, or improve the engines. The answer to that is: no, we
do not. That is the engine-maker’s responsibility. We pass on
to the customer the warranty that we get from the engine-
maker, in this case, Avco. It has just announced an extension
in the time period for its warranty on these engines. We are
not obliged to spend money to do anything on these engines. If
we do spend some, it will be a policy decision. For cash
purposes, however, we have not assumed that we have to spend
money because we do not have to.

Your next point was with respect to modifications to the
601. I did try to deal briefly with that in response to a question
by Senator Kelly. We have assumed an expenditure, over the
10-year period of our market forecast and over the period of
our five-year operating plan, of what we consider to be a more
than sufficient amount of money to maintain the competitive
position of the 601. As I said earlier, it does not involve putting
a new wing on the airplane. The assumption we have made will
be adequate to make the types of improvements that customers
will expect us to make over that period.

The next point dealt with our banking arrangements. We do
have a bnaker. It is one of the lead bankers for old Canadair—
we call it that—and that lead banker is happy to be the banker
for new Canadair as well. If you look at the balance sheet, I
think you will see why they are quite happy.

Senator Roblin: Would they allow you to give us the name?
Senator Austin: It is a chartered bank.
Senator Roblin: You are getting warm.

Mr. Bennett: I do not know why I have this reluctance not
to name, but I suppose that it comes from my prospectus-pre-
paring days. It is the Canadian Imperial Bank of Commerce. I
doubt that they will sue me for having named them.

Your next question dealt with a breakdown of various
activities in Canadair and what they would contribute to
revenues and costs over the period. Of course, we have that
information. That is the sort of information that I would be
happy to provide to honourable senators, if I could, in camera.
We have found that, when we put this sort of information out,
it comes back to haunt us through misinterpretation by our
competitors to our potential customers. It really does give us
problems. I have no desire to keep the information from the
members of the committee. If I could, I would like to give it to
honourable senators in a closed forum.

The final point was whether or not our activities were
self-sustaining. I can assure honourable senators that they are.
All of our other activities either are now or will, in 1985, be
profitable. Our water bomber program is the next major
program below the Challenger in terms of the importance to
Canadair. It is a program that is currently profitable and we

367242

[Traduction)

M. Bennett: J'y arrive, sénateur. Vous me demandez si nous
devons payer pour le perfectionnement ou I’amélioration des
moteurs, par exemple. La réponse est non, nous n’avons pas
besoin de le faire. Cest la responsabilité du fabricant. Nous
transmettons au client la garantie que nous donne le fabricant,
soit Avco, dans ce cas, lequel vient d’ailleurs de nous aviser
d’une prolongation de la période de la garantie offerte pour ses
moteurs. Nous ne sommes pas forcés de dépenser de I'argent
pour faire quelque travail que ce soit sur ces moteurs. Toute-
fois, si nous engagions des dépenses a ce titre, nous le ferions
pour des questions de principe. Mais, 4 des fins d’amortisse-
ment, nous n’avons pas supposé¢ que nous devrions dépenser de
’argent parce que nous n’avons pas a le faire.

Vous avez ensuite soulevé la question des modifications aux
601. J'ai essayé de vous décrire briévement la situation lorsque
j’ai répondu au sénateur Kelly. Nous avons présumé une
dépense, au cours de la période de dix ans sur laquelle a porté
notre étude de marché de méme que pour la période de notre
plan d’exploitation quinquennal, dépense d’un montant que
nous estimons plus que suffisant pour maintenir la situation
concurrentielle des 601. Comme je I’ai dit plus tot, il ne s’agit
pas d’ajouter une nouvelle aile 4 I’avion. Le montant que nous
avons prévu nous permettra d’effectuer les modifications aux-
quelles s’attendront nos clients durant cette période.

Vous avez ensuite soulevé la question de nos accords bancai-
res. Nous avons effectivement un banquier qui est I'un des
principaux banquiers de I'ancienne Canadair, c’est ainsi que
nous I'appelons, et il est trés heureux d’étre également le
banquier de la nouvelle Canadair, ce que vous pourrez d’ail-
leurs comprendre si vous jetez un coup d’ceil 4 notre bilan.

Le sénateur Roblin: Vous permettrait-il de I’identifier?
Le sénateur Austin: Il s’agit d’une banque 4 charte.
Le sénateur Roblin: Vous chauffez.

M. Bennett: J'ignore pourquoi je n’hésite pas a donner des
noms; je suppose que ¢a date de I’époque ou je préparais des
prospectus. Il s’agit de la Banque de commerce canadienne

impériale. Je doute qu’elle me poursuive en justice pour Iavoir
nommée.

La question suivante portait sur la ventilation de diverses
activités de Canadair et sur ce qu’elles représentent en fait de
revenus et de colits au cours de la période visée. Bien siir, nous
possédons cette information. C’est le genre d’information qu’il
me ferait plaisir de fournir aux honorables sénateurs,  huis
clos, si je le pouvais. Nous avons découvert que, lorsque des
renseignements de ce genre sont divulgués, on nous les remet
sous le nez, tout transformés par nos concurrents. Cela nous
cause vraiment des problémes. Je n’ai aucune envie de taire
cette information aux membres du Comité. J’aimerais, si vous
le permettez, vous la transmettre a huis clos.

Enfin, vous me demandez si nos activités sont autofinancées.
Je peux vous I’assurer. Toutes nos autres activités sont déja
rentables, ou le seront en 1985. Notre programme d’avions-
citernes suit le programme du Challenger sur la liste de
priorités de Canadair. Il est rentable a I’heure actuelle, et nous
nous attendons qu’il continuera de I'étre grace 4 notre contrat
de vente avec le gouvernement fédéral et les provinces.
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expect that it will continue to be profitable under our sales
order to the federal government and the provinces.

Our subcontract work under which we built component
parts for various major air frame manufacturers is profitable
now and we see no reason why that should change.

Our surveillance drone activity, which is divided into three
sub-programs, is, in the case of the oldest of the three,
profitable for us at the moment. In the case of the middle
program, which is in an advanced stage of development, it is
neutral; it is neither profitable nor unprofitable because it is a
cost reimbursable program, at this point, until it reaches
production. The newest of our drone programs is at a very
early stage of development. Because we choose to be as
conservative as possible, even in developing expenses there, it is
modestly unprofitable at this point. We are not, however,
talking about very much money in that particular case.

The net result, therefore, is that the other programs more
than carry themselves, from a cash flow point of view.

Senator Austin: Senator Roblin, if I could just add to what
Mr. Bennett has said—which is probably dangerous for me to
do—the answer regarding upgrading and technical proficiency
has been given, but as you will see from the balance sheet—
and I think I have to say this because of your earlier observa-
tions—there is no funding possible from the new Canadair’s
cash flow for a major new product development. In other
words, if we were looking at major changes, rather than
modifications, to the current aircraft, we would consider that
to be something which would require financing on the presen-
tation of data that would justify it.

Senator Roblin: You have raised an important point, sena-
tor. I take it that you stand behind this statement that the new
company, as reorganized on its present business plan, can get
along without any further government money or government
guarantees?

Senator Austin: With respect to its existing business, yes.

Senator Roblin: Yes, but what I am interested in knowing
from you is this: If the company starts to build new aircraft or
if it finds that it cannot sell this thing for some reason and
must get into something new, are you suggesting that the
government consider re-entering this financial business with
Canadair or would you be inclined to say that you would have
to justify it on a commercial basis with a commercial lender?

Senator Austin: What I would say to you is that, if it turns
out that our expectation with respect to the existing product
line in the Challenger is not realized commercially, we will
have to face up to the commercial realities at that time. I
cannot predict what the government of the day will do, but I
can say that the CDIC will be giving the government of the
day commercial quality advice.

Senator Roblin: I want, then, to ask you another question
which I invite you not to answer, at least not in this forum, and

[Traduction]

Notre travail de sous-traitance, dans le cadre duquel nous
construisons des composantes pour divers grands fabricants de
cellules est déja rentable et nous ne voyons aucune raison pour
que cela change.

Quant 4 notre programme de reconnaissance aérienne, qui
est composé de trois sous-programmes, le plus ancien des trois
est déja rentable a ’heure actuelle. Le taux de rendement du
programme intermédiaire, dont [’établissement est déja
avancé, est stable: il n’est ni rentable ni désavantageux parce
que c’est un programme de remboursement des coits, et il en
sera ainsi jusqu’au moment de la production. Le tout dernier
de nos programmes de reconnaissance aérienne n’en est encore
qu’aux premiéres étapes de la mise sur pied. Parce que nous
avons préféré agir avec la plus grande prudence, méme sur le
plan des dépenses, ce programme est quelque peu désavanta-
geux pour I'instant. Toutefois, nous n’entendons pas encore y
engager beaucoup d’argent.

Par conséquent, les autres programmes fonctionnent plus
que bien, du point de vue de I'autofinancement.

Le sénateur Austin: Sénateur Roblin, permettez-moi d’ajou-
ter 4 ce qu'a dit M. Bennett, ce qui est probablement dange-
reux pour moi: on a répondu au sujet de 'amélioration et des
progrés techniques, comme !'indique le bilan, et je me sens
forcé de dire ceci, vu vos observations précédentes, qu’il est
impossible de financer un projet d’envergure a partir des fonds
provenant de I’exploitation de la nouvelle Canadair. Autre-
ment dit, si nous envisagions d’apporter d’importants change-
ments & I’aéronef actuel, plutdt que de simples modifications, il
nous faudrait obtenir un certain financement a la lumiére de
données justificatives.

Le sénateur Roblin: Vous venez de soulever un point impor-
tant, sénateur. Je suppose que vous étes également d’avis que
la nouvelle société, réorganisée a partir de son nouveau plan
commercial, peut survivre sans aucune aide ou garantie du
gouvernement?

Le sénateur Austin: Pour ce qui a trait a ses affaires en
cours, oui.

Le sénateur Roblin: Oui, mais j’aimerais savoir ceci: si la
compagnie se met a construire de nouveaux appareils ou
qu’elle se rende compte qu’elle ne peut les vendre pour une
raison ou une autre et qu’elle se voit forcée d’entreprendre un
nouveau projet, croyez-vous que le gouvernement envisagera
de reprendre ses relations d’affaires avec Canadair ou seriez-
vous plutdt porté a penser qu’il vous faudrait traiter avec un
établissement de crédit commercial?

Le sénateur Austin: Si nos prévisions en ce qui concerne le
Challenger ne se réalisent pas, sur le plan commercial, nous
affronterons alors la réalité. Je ne peux prédire ce que fera le
gouvernement du moment, mais je sais que la C.D.I.C. lui
donnera des conseils de qualité.

Le sénateur Roblin: Il me faut donc vous poser une autre
question, 4 laquelle je vous prie de ne pas répondre, du moins,
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that is: What is the threshold? If Canadair starts to get into
trouble again and you see debts building up anq people will not
lend money in the commercial sense, when will you step into
the picture again? What is your level of tolerance?

I do not think that the question should be answered here. I
think we should have a meeting in camera where the minister
could answer and, at the same time, produce for us the
assumptions. 1 agree with him as to the impon:tance of the
assumptions he is making here. If we are being asked to
approve of a large sum of money, I think we ought to know a
little more than he might be willing to d_1s.close.m a publxc
forum, for obvious reasons; but if the_mmxster is willing, I
would invite him to consider this suggestion.

The Chairman: Perhaps, honourable senators, the minister
might be willing to meet with us in camera when he gets the de
Havilland information as well. Perhaps we mlghl.g'o into more
technical areas and discuss things that are classxf.led as com-
mercial reports, and so on. Perhaps the minister might then be
able to give us some information that he would not be prepared
to reveal publicly.

We have to report these estimates today so that we can get
them translated and ready to go into the chamber by March
22. That, however, would not prevent the minister from meet-
ing with us after that time to bring us up to gatc on de
Havilland. Would that be agreeable to you, senator?

Senator Austin: Mr. Chairman, I am certainly prepared to
make an arrangement with this cp_mm1ttee forh an ac:_ éloc ',,;
camera appearance on clear conditions as to the confidentia
nature of the material that we might disclose. That essentially
is an undertaking of non-disclosure qutmde of.the r?;)m (rjeglarq-
ing the commercial nature of the information ofiered. dt is
completely analagous to the kind of ?gl'e_emet[’ft fzg{lr mg
secrecy of that type of information which is o fctrl(: md e
private sector. I know that is a common part lg e u: er-
standing of the way in which the committee would procee .

I also wish to say for the record that there may be questions
of a kind that I would not want to have answereq evenk l:ll
camera. So 1 am not going to say that every question as .
will be answered. I do not want my uqdertak_mg to appear in
camera to mean that 1 or my officials will answer every
particular question. I will be prepared to do so with respect to
Canadair and de Havilland in those €ascs, but th; environment
in which we exist is a highly competitive one, as is well known,
and is not one without its bag of tncks.. We must be gble to
defend ourselves in the commercial environment in which we
work. 3t :

One of the mild forms of adversarial competition 1S noted in
today’s Globe and Mail. You may have seen a nearly full plag_e
advertisement by the Gulfstrea}m Aerospace .Corpoiatlon(i : is
strange that it should appear 1n the press t}qs we}e , and i flts
fascinating that it should advocate the qualities of an aircraft,
the Gulfstream 1V, to which, to my 'knowledge, they have not
committed themselves, and Which,.lf they do commit them-
selves, I understand would be designed from scratch rather
than the upgrading of an existing technology.

[Traduction]

pas ici: Quel est le seuil? Si Canadair se retrouve en difficulté,
que ses dettes s’accumulent et qu’aucun établissement com-
mercial n’accepte de lui préter de I'argent, & quel moment
interviendrez-vous? Quel est votre niveau de tolérance?

Je ne pense pas que vous devriez répondre a cette question
ici. Je crois plutét que nous devrions tenir une séance a huis
clos ot le Ministre pourrait répondre et, en méme temps, nous
offrir des hypothéses. Je conviens avec lui de I'importance des
hypothéses qu’il avance ici. Si I'on nous demande d’approuvqr
une somme considérable, je crois que nous devrions en savoir
un peu plus que ce qu’il serait disposé a dévoiler dans une
tribune publique, pour des raisons évidentes; mais si le Minis-
tre accepte, je 'inviterais 4 envisager cette possibilité.

Le président: Honorables sénateurs, le Ministre voudra
peut-étre se réunir avec nous a huis clos lorsqu’il obtiendra
I'information de la de Havilland. Il nous faudra peut-étre nous
pencher sur des points plus techniques et discuter de docu-
ments secrets tels des rapports commerciaux. Le Ministre sera
peut-étre disposé a nous divulguer des renseignements qu'il ne
dévoilerait pas autrement en public.

Il nous faut cependant faire rapport de ces prévisions
aujourd’hui-méme afin de les faire traduire et de les déposer
en Chambre d’ici le 22 mars. Toutefois, cela ne devrait pas
empécher le Ministre de nous rencontrer aprés cette date pour

nous mettre a jour sur la situation de la de Havilland. Cela
vous conviendrait-il, sénateur?

Le sénateur Austin: Monsieur le président, je suis tout a fait
prét a m’entendre avec le Comité sur une réunion spéciale a
huis clos, a la condition expresse que les informations que nous
pourrions divulguer demeurent confidentielles. Il s’agit essen-
ticllement de garantir la non-divulgation, en dehors de la salle
de réunion, des renseignements d’ordre commercial qui y
seront donnés. Cela équivaut au genre d’entente que I’on offre
dans le secteur privé au sujet du secret des renseignements de
ce genre. Je sais que c’est pratique courante en comité.

Je tiens également & souligner, aux fins du compte rendu,
qu’il y a peut-étre certaines questions auxquelles je ne voudrai
pas que l'on réponde, méme & huis clos. Je ne peux donc pas
vous garantir que je répondrai a toutes les questions. Le fait
que j'accepte de comparaitre a huis clos ne signifie absolument
pas que mes fonctionnaires ou moi-méme répondrons a toutes
les questions. Je suis prét a le faire en ce qui concerne
Canadair et de Havilland, mais comme on le sait, la concur-
rence est trés serrée dans notre secteur, cela entraine toutes
sortes de combines. Nous devons pouvoir soutenir la
concurrence.

On en voit d’ailleurs un exemple de ces combines dans le
Globe and Mail d’aujourd’hui. Vous avez peut-étre remarqué
une annonce de presque une page de la Gulfstream Aerospace
Corporation. Il est assez curieux que cette annonce ait paru
dans la presse cette semaine, et ce qui est encore plus intéres-
sant, c’est qu’on y vante les qualités d’un avion, le Gulfstream
IV, que cette société ne s’est pas encore, & ce que je sache,
engagée 4 construire, et qui, le cas échéant, serait un avion
tout 4 fait nouveau, et non une version améliorée d’un produit
existant.
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Mr. Bennett: It is actually a bit of both. It will be the first
time they have ever done anything like this.

Senator Austin: That they brought a new product forward
on that scale. They are selling a hypothetical aircraft against
our existing Challenger. That is the sort of free market
competition that goes on.

Senator Roblin: 1 believe you were selling a hypothetical
Challenger before the thing ever flew. So why are you com-
plaining? It is just part of the business.

Senator Austin: I am saying that it is part of the business.

The Chairman: It is one of the disadvantages of government
being in this sort of business. There is a conflict between your
obligation to disclose the use of the funds that the public puts
in, as against your problems with your competitors and the
revealing of information that may be of disadvantage to your
company.

Senator Austin: Mr. Chairman, there is a long history of
federal and provincial companies operating in that kind of
environment.

The Chairman: And history does not make it any more
comfortable.

Senator Austin: It does not make it comfortable, but there
are precedents. I guess the bottom line is that nothing excuses
you from the responsibility of making a good judgment as to
how far you can go in your ultimate responsibility, which is the
stewardship of the public’s money.

The Chairman: Is it the wish of the committee that we
accept the minister’s offer to have an in camera meeting with
him under the conditions that he has outlined? The minister
has a Cabinet meeting at 4.45 p.m.

Senator Roblin: Mr. Chairman, I have a number of ques-
tions, but since the minister has to leave, I will restrain myself.
However, I would like to ask one question. Mr. Minister, have
you ever met a man named Sam Gibbons? The answer prob-
ably is “No”.

Senator Austin: It is “No”.

Senator Roblin: Sam Gibbons is a member of the House of
Representatives in the United States. He is now holding
hearings on a very interesting piece of legislation, which ways
that any foreigner who tries to export anything into the United
States, in which there is an element of subsidy, and which as a
result of that subsidy, is harmful to American industry, will in
some way be forced to compensate for that. I just warn you
that these Gulfstream people will probably latch onto that if it
comes into law, because it may be assumed that the forgive-
ness of $1,350,000,000 might constitute a subsidy. I do not
know what it will mean with all of the helicopters. I believe
this is a horrendous possibility that overshadows the whole of
Canadian trade with the United States. If you would care to
pass this hot information on to one of your colleagues, you
might start working on Sam Gibbons’ bill in Washington. He
scared the pants off me when I heard it last weekend, and so I
pass the information on to you.

[Traduction)

M. Bennett: C’est en fait un peu des deux. Ce sera la
premicére fois que la société fait quelque chose comme ga.

Le sénateur Austin: La premiére fois qu’elle lance un nou-
veau produit 4 cette échelle. Elle vante un avion théorique pour
faire concurrence & notre Challenger qui existe déja. C’est un
peu ¢a la concurrence sur un marché libre.

Le sénateur Roblin: Vous-méme avez vendu le Challenger
avant méme qu’il n’ait volé. De quoi vous plaignez-vous donc?
Ceest la régle du jeu.

Le sénateur Austin: C’est exactement ce que je dis.

Lg président: On touche 13 un des désavantages de la
participation du gouvernement a ce genre d’entreprises. Il y a
conflit entre votre obligation de révéler I'utilisation des fonds
publics et les problémes de concurrence résultant de la divul-
gation de renseignements qui pourraient nuire A votre
entreprise.

Le sénateur Austin: Monsieur le président, il y a depuis trés
longtemps des sociétés fédérales et provinciales qui fonction-
nent de cette fagon.

Le président: Et cela ne rend pas les choses plus faciles.

Le sénateur Austin: Non, mais il y a des précédents. Je crois
que finalement, rien ne peut vous décharger de la responsabi-
!1té de poser le bon jugement au sujet de la question de savoir
Jusqu’ou vous pouvez aller dans votre responsabilité ultime,
c’est-a-dire la gestion des fonds publics qui vous sont confiés.

Le président: Les membres du Comité sont-ils d’accord avec
la pfoposition du Ministre de témoigner 4 huis clos aux
conditions qu’il a stipulées? Le Ministre doit assister 4 une
réunion du Cabinet 4 16 h 45.

Le sénateur Roblin: Monsieur le président, je voudrais poser
de,s questions, mais puisque le Ministre doit nous quitter, je
mabs_tlendrai. Je tiens quand méme a poser une question.
Monsieur le Ministre, avez-vous déja rencontré un homme
nommé Sam Gibbons? Probablement pas.

Le sénateur Austin: Non.

Le sénateur Roblin: Sam Gibbons est membre de la Cham-
bre .des représentants des Etats-Unis. Il tient actuellement des
§ud1ences sur un projet de loi trés iptéressant selon lequel tout
Ctranger qui tente d’exporter aux Etats-Unis un produit pour
]a.fabnf:ation duquel il a regu des subventions et qui, de ce
fait, nuit aux intéréts de I'industrie américaine, devra d’une
fg(;on ou d’une autre compenser cet avantage. Je vous préviens
simplement que les gens de Gulfstream vont probablement
Invoquer cette loi si elle est adoptée parce qu'on pourrait
considérer que le fait de renoncer a une créance de 1 350 000
000 $ constitue une subvention. Je ne sais pas ce qui va arriver
avec tous les hélicoptéres. Ce projet de loi fait planer une
ombre inquiétante sur I’ensemble des échanges commerciaux
du Canada avec les Etats-Unis. Si vous voulez communiquer
cette nouvelle toute fraiche a4 un de vos collégues, vous pour-
riez commencer a travailler sur le projet de loi déposé par Sam
Gibbons & Washington. Lorsque j'en ai entendu parler la fin
de semaine derniére, j’en ai été trés secoué et j’ai pensé qu'il
valait mieux vous en informer.
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[Text]

Senator Austin: I do not recognize the name, but I am
certainly aware of the process. We have been tracking it. All 1
can say is that it is not the policy of the U.S. administration. If
it ever became the policy of the U.S. administration, interna-
tional trade would suffer one the greatest setbacks in modern
history.

Senator Roblin: The trouble is, of course, that trade in the
United States belongs to Congress. It is in their Constitution,
and so it has to go through Congress.

Senator Austin: I do not want to comment further on the
U.S. political process; but certainly we are constantly monitor-
ing protectionist measures in the United States.

Senator Roblin: Watch out for Sam. He is on your trail.

Senator Austin: I will take your word on that. Thank you,
Mr. Chairman. You and I will arrange another time at our
mutual convenience. It may possibly be in two or three weeks
from now.

The Chairman: Thank you, Mr. Minister, and Mr. Bennett,
for appearing before us today and for giving us the benefit of
your knowledge. May I ask the committee for a motion to
report the estimates?

Hon. Senators: Agreed.
The Chairman: That concludes today’s meeting.

The committee adjourned.

[Traduction]

Le sénateur Austin: Son nom ne me dit rien, mais je suis au
courant de la question. Nous suivons la situation. Tout ce que
je puis dire, c’est que ce n’est pas la politique de ’administra-
tion américaine. Si cela le devenait un jour, le commerce
international connaitrait I'une des plus graves crises de I’his-
toire moderne.

_ Le sénateur Roblin: L’embétant, évidemment, c’est qu’aux
Etats-Unis, le commerce reléve du Congrés. Cela est prévu
dans leur Constitution et le projet de loi doit donc passer par le
Congrés.

Le sénateur Austin: Je ne tiens pas a parler davantage du

processus politique américain. Une chose est sire, nous nous
tenons au courant des mesures protectionnistes des Etats-Unis.

Le sénateur Roblin: Méfiez-vous de Sam. Il est a vos
trousses.

Le sénateur Austin: Je vous crois sur parole. Merci, mon-

sieur le président. Je m’entendrai avec vous sur une date qui
nous convienne. Ce sera peut-étre dans deux ou trois semaines.

Le président: Je remercie le Ministre et M. Bennett d’étre
venus témoigner devant nous aujourd’hui. Le Comité
approuve-t-il une motion en vue de faire rapport du budget
supplémentaire?

Des voix: D’accord.
~ Le président: Voila qui met un terme a nos travaux de ce
jour.

La séance est levée.
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EXECUTIVE SUMMARY

Canadair Limited, a major international aircraft manufacturer,
has a 40-year record of technological excellence and
achievement. However, the company's commercial viability has
been called into question as a result of massive losses
incurred in connection with the Challenger business aircraft
program and the company's resulting negative net worth. This
report sets out the steps taken in 1983 to restructure the
management and operations of the company to make it more
efficient. 1In addition, it outlines the the financial
restructuring planned for 1984 to re-establish Canadair as a
free-standing and profitable corporation, with a healthy
balance sheet and no longer dependent on annual appropriations
from Parliament. The combination of the 1983 reorganization
and the 1984 financial restructuring should give Canadair the
basis for future healthy growth, providing export dollars and
stable employment for the country and new opportunities for an
array of subcontractors and suppliers.

The first chapter of the report following deals with the major
steps taken in 1983. These include: a restructuring of
management, including the departure of four senior officers and
a reduction in the number of vice presidents from 22 to 12; a
25 per cent reduction in overall company employment; a cutback
in the production rate of the Challenger business aircraft to
lower inventory and other costs; the introduction of tighter
financial controls as well as the restoration of the internal
audit function; and a review of marketing activities to improve
sales performance. While many of the savings from 1983 actions
will not be realized until 1984 due to severance and other
costs, nonetheless, Canadair's operating loss, before interest,
was reduced to $83.8 million in 1983, compared to $145.1
million in 1982.

The second chapter of the report discusses the financial
results for 1983.

The third chapter of the report outlines the funding and
proposed capital restructuring of the company. For Canadair to
achieve commercial success, its debt and equity must be
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reorganized to leave Canadair as a free-standing, financially
viable business organization. Only in this way will the
marketplace be assured that Canadair is here to stay as a
manufacturer of technologically-advanced aircraft, aircraft
components and surveillance systems. To achieve this, CDIC
will create a new Canadair corporation. Canadair will transfer
all of its assets to this corporation. It will be the new
Canadair and carry the Canadair name. However, Canadair's debt
of $1.35 billion will remain with the old Canadair; this debt
is currently costing the company close to $160 million a year.
The debt will now become the responsibility of CDIC. As a
result of the reorganization Canadair will have a positive net
worth of about $160 million and should have no reason in future
years to seek Parliamentary appropriations to cover operating
or interest costs for existing programs.

The fourth chapter outlines the business plan for the
Challenger business aircraft. The Challenger is the most
technologically-advanced business aircraft of its class and is
accepted as such by the marketplace. Canadair believes that it
can earn a profit on the Challenger program provided it can
sell just 15 a year, a conservative estimate, at current
prices. This section discusses marketing and other objectives
for the program.

The fifth chapter deals with Canadair's Waterbomber program.
The Waterbomber is the only aircraft of its class manufactured
in the world today. It is an important source of export
dollars and more than 70 per cent produced to date have been
exported to other countries. The company is currently working
on a federal-provincial contract for 29 aircraft but is also
pursuing other additional export opportunities.

The sixth chapter outlines Canadair's unmanned surveillance
drone program. Canadair has an important lead in this
technology and this lead will be strengthened as a result of
$23 million in development funding contained in the 1983-84
supplementary estimates. Canadair's CL-289 surveillance drone
will reach the production stage by 1986. It is a joint venture
with German and French aerospace companies and should generate
600 jobs when the production stage is reached. The CL-227
drone is at a much earlier stage of development but could
generate a similar number of jobs by 1986. Military agencies
in Europe and the United States have shown strong interest in
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these programs and they are expected to be an important source
of future earnings, exports and jobs.

The seventh chapter deals with Canadair's role as a
sophisticated producer of major aircraft components. Canadair
is a subcontractor to Boeing, McDonnell-Douglas, Lockheed and
Grumman Corp., in both the civil and military markets. This
section outlines the current major subcontracts - all of which
are profitable programs - and discusses ways in which Canadair
can generate additional subcontract business.



15-3-1984

Finances nationales 2A

CHAPTER ONE - 1983: WHAT HAD TO BE DONE

The Government of Canada had a number of important objectives
when it acquired Canadair Limited in 1976 from the company's
U.S. parent, General Dynamics Corp. The investment was seen as
much more than simply the preservation of jobs. In particular,
Government had the following objectives:

(1)

(14)

(iii)

To secure offset activity for Canadian industry as a
condition of major government purchases of foreign
military and civilian aircraft. Canadair and its work
force represented Canada's most significant pool of
aerospace design and manufacturing capability; the
disappearance of that pool would have entailed the loss
of the more sophisticated of Canada's two aircraft
manufacturers, an event which would have substantially
reduced the country's capacity to obtain and perform the
offset work otherwise available as a result of Canadian
purchases of foreign-sourced military and commercial
aerospace products.

To reduce Canada's trade deficit in manufactured
products. Canadair was a major exporter of
manufactured goods in the form of surveillance drones,
water bombers and aircraft components. Termination of
production of those goods would have increased - rather
than decreased - Canada's trade deficit in manufactured
products.

To ensure Canadian participation in high technology
industry. The aerospace industry was seen as a
desirable field for Canadian participation and expansion
in high technology in view of the fact that Canada was a
significant market and because Canadair had a proven
record of accomplishment in this industry:; the effective
withdrawal of Canadair from the indgstry would have
constituted a major set-back for the development of the
industry in Canada.

Assuming Canadair could be successful in these objectives, it

would bring benefits to Canadian industry generally through

spin-offs and subcontracts and would create highly skilled jobs
in the fields of design, systems engineering and
manufacturing.
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In line with these objectives, the Government of Canada
approved the launch of the Challenger business aircraft program
shortly after the Canadair acquisition. Approval was given on
the basis of the following representations by Canadair's board
and management:

(i) The aircraft could be brought to the point of commercial
production by late 1976 for a non-recurring cost of $106
million;

(ii) Canadair's peak cash requirement for the program would
be $128 million, with this peak requirement occurring in
the third quarter of 1979;

(iii) The $106 million of design and development costs would
be fully recovered if a total of 136 Challengers could
be sold and delivered by mid-1982; and

(iv) at least 150 Challengers would be sold and delivered by
mid-1982.

For reasons which have been explained in a statement to the
Standing Committee on Public Accounts made on June 7, 1983 by
Senator Jack Austin, Minister of State responsible for CDIC,
Canadair's advice to government proved to be incorrect.

In fact: the Challenger was brought to the point of commercial
production in early 1982; non-recurring costs (exclusive of
interest) are estimated ultimately to total $460 million:
Canadair's peak cash requirement for the Challenger program has
not yet occurred; net cash used in the program to November 30,
1983 totalled $1.511 billion (including $569 million of
interest payments); the $460 million of non-recurring costs
incurred to bring the Challenger to commercial production and
the $569 million of interest payments will almost certainly
never be recovered; and by mid-1982, Canadair had sold and
delivered 54 Challengers.

The first Challenger model, the CL-600, did not meet the origi-
nal performance specifications promised by Canadair. The new
Challenger, the CL-601, was developed with a view to overcoming
the shortfalls in the CL-600's performance. The CL-601 has
fulfilled the promises made for it by Canadair, with the result
that the aircraft is highly regarded amongst knowledgeable
aircraft operators. Were it not for Canadair's difficulties
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with the CL-600 and the adverse publicity which Canadair and
the Challenger have received over the last year, the CL-601
could reasonably be expected to capture a significant share of
the large business jet market.

To be fair to Canadair's board and management, the requirement
to be certified under tough new standards laid down by the U.S.
Federal Aviation Administration (standards that have not had to
be met by the Challenger's main competitors due to earlier
introduction), the financing of the high-risk Challenger
program on debt rather than equity capital at a time of sharply
rising interest rates, and the severe recession of 1982-83 all
had highly damaging effects on the company.

The initial shortcomings of the Challenger program were attri-
butable to both mismanagement and external factors. As Senator
Austin told the Public Accounts Committee on June 7, 1983: "The
plane cost more and took longer to develop than was expected,
failed to meet its presold specifications, was delayed because
of problems with its initial engine manufacturer and, in the
certification process, encountered break-in problems, failed to
achieve projected sales targets and ran head-on into the recent
global recession."

The Government review of Canadair's emerging financial problems
began in April 1981 with the creation of interdepartmental task
force. It was organized under the chairmanship of the
Department of Finance to produce a report for cabinet on the
company's difficulties and possible commercial strategies to
deal with those difficulties. The task force completed its
report in January, 1982. The report led, in early 1982, to
commitments by the board and management of Canadair to
Industry, Trade and Commerce Minister Gray to (i) live within a
government-guaranteed loan ceiling of $1.35 billion as the peak
cash requirement, (ii) to achieve a long-term rate of return of
20 per cent on capital and (iii) to comply with a monitoring
agreement reached earlier in 1982 to ensure greater shareholder
control and greater Canadair accountability.

As the situation at Canadair continued to deteriorate rapidly
through 1982, the Department of Industry, Trade and Commerce
undertook a further and intensive review of the operations of
Canadair. The review led to the decision to provide $200
million in equity capital for Canadair in late 1982, the
transmittal of a letter from Industry, Trade and Commerce
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Minister Lumley to Canadair's board and senior management
imposing new restrictions on the company and the transfer of
responsibility for Canadair to CDIC.

The letter from Minister Lumley to Canadair made it clear that
the infusion of $200 million in new equity was contingent upon
Canadair living up to strict new conditions. "I recognize that
these are stringent conditions," Minister Lumley wrote.
"However, they are being imposed in conjunction with the
interim funding as a partial response to a deteriorating
situation which has developed with respect to the financial
exposure of the Crown."

On assuming responsibility for Canadair, CDIC found the
following problems:

1. A failure by management realistically to identify and
address the business problems of Canadair.

2. Inadequate disclosure by management of corporate
information to Parliament, Government and the board to allow
for meaningful awareness and resolution of corporate
difficulties.

3. The over-aggressive use of an accounting method that
failed to reveal the full extent of the company's true
financial difficulties.

4. A Challenger production rate in excess of market demand,
with consequent excessive and costly inventory buildup.

5. Outstanding delivery commitments of Challenger aircraft
at prices less than the cost of parts and labour.

6. Marketing projections which were excessively optimistic
and which were not subject to critical review.

7 A Middle East distributor agreement that was not in
Canadair's best interests.

8. A corporate structure that lacked clear lines of
accountability.
9. A level of production and managerial employees whose

numbers were excessive in relation to the production and sales
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rates which the company could reasonably expect to achieve in
the forseeable future.

10. A board of directors that did not adequately participate
in the key decisions of the company.

Over the past year CDIC and Canadair have taken a number of
steps to help assure the company of a viable long-term future,
with prospects for growth. These steps include:

1. Personnel changes to strengthen the management group.
The president of the company was replaced and four senior
officers have departed.

2. A commitment to full and timely disclosure, including an
audited annual report and unaudited quarterly reports.
Parliament was provided with an audited financial report for
1982, along with extensive financial data for earlier years.
Canadair has produced and published quarterly financial
statements as at June 30 and September 30, 1983. Those
statements, together with the accompanying notes and
commentary, were designed to meet the reporting and disclosure
rules applicable to companies whose securities are traded on
Canadian stock exchanges. CDIC is committed to the publication
by Canadair of such financial statements for each of the first
three quarters in every fiscal year. As is the case with
publicly-traded companies, the last quarter's financial results
will be incorporated in the annual audited financial
statements.

3. The adoption of conservative accounting practices. As
explained in the June, 1983 report, CDIC is of the opinion that
Canadair used an overly-aggressive form of program accounting
in recording certain costs and revenues for purposes of
Canadair's audited financial statements for 1981 and prior
years. Canadair's 1982 audited statements were, therefore,
prepared on the basis of a conservative, more traditional form
of program accounting. In CDIC's opinion, those financial
statements presented a more realistic view of Canadair's assets

and liabilities.

4. The strengthening of financial controls through the
reinstatement of the office and function of internal auditor.
The function had been eliminated in 1982.
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5. The establishment of a lower Challenger production rate.
In February 1983, Canadair was producing Challengers at the
rate of 30 aircraft per year. CDIC and Canadair's management
concurred in reducing that rate to 24 aircraft per year. 1In
July of 1983, the Challenger production rate was again reduced
to 16 Challengers per year. In December of 1983, steps were
taken to permit production of 19 Challengers in 1984. The
foregoing- changes in production rate were made as a result of
CDIC's assessment of the probable rate of Challenger sales in
1983 and 1984. To date, that assessment appears to be valid;
by December 31, 1983, Canadair had delivered all but one of the
Challengers built in 1983. No Challenger sales have been lost
in 1983 by reason of the unavailability of aircraft. The
production rate reductions resulted in cash savings to Canadair
in 1983 of $37 million and will result in further cash savings
of $141 million in 1984.

6. The enforcement of sound sales practices. All new
Challenger orders are being signed at a price which recovers
all costs, except interest on past debts and which, on the
basis of 15 deliveries a year results in a profit before that
interest for the program. With the capital restructuring
described later in this report, Canadair's debt burden will be
removed and the Challenger, at 15 sales per year at current
prices, will yield a profit.

7. Changes in forecasting and marketing. Canadair has
adopted a more realistic sales forecasting approach and is
taking other steps to reorganize its marketing efforts. A new
Canadair office - Corporate Vice President, Marketing - has
been created. Canadair has adopted a conservative method of
counting new orders. It lists only firm orders, and to be
considered firm an order must (a) be legally enforceable by
Canadair, (b) be with a customer who has a clear ability to pay
for the plane, and (c) be with a customer who has not indicated
any desire not to take the plane. In addition, Canadair has
employed two major outside groups to provide a view of market
prospects for the Challenger. On the basis of that view and
other analysis, CDIC and Canadair have concluded that with a
prudently conservative view of market share, the Challenger

program can generate a profit, including overhead but excluding
interest on past debt.

8. The modification of Canadair's Middle East distributor-
ship. Canadair has concluded a new representative and




15-3-1984

Finances nationales 2A:

13

distributor agreement with TAG Aeronautics (Saudi Arabia) Ltd.,
and has settled an arbitration claim made by TAG through the
International Chamber of Commerce. The two companies will be
co-operating closely to realize Challenger sales opportunities
in the Middle East.

9. Changes in management and management structure. After
making a careful assessment of Canadair's management structure,
CDIC concluded that signficant changes were required. The
structural changes which have been made were designed to
produce a management team organized along functional lines.
Authority and responsibility have been reallocated in accor-
dance with the new structure and the management team is now
functioning satisfactorily. The number of vice presidents was
reduced from 22 to 12. The previous and new organization
charts are included in this report, demonstrating the clearer
lines of responsibility and accountability within Canadair.

10. The implementation of cost reductions. Significant
reductions have been made in corporate overhead and operating
costs. CDIC concluded in early 1983 that general and adminis-
trative costs at Canadair were unnecessarily high. Commencing
in the spring of 1983, action was undertaken to reduce those
costs. The methods adopted were:

(i) to reduce the number of "indirect" employees by
25 per cent from the level which prevailed on
January 1, 1983, and

(ii) to eliminate all support functions which were of
questionable value or which could be acquired
more cheaply from outside sources.

The planned reduction in the number of indirect employees was
accomplished by December 31, 1983. The elimination of certain
support functions has been ongoing since early summer and will
continue indefinitely. The annualized rate of general and
administrative costs for January, 1984 was 74 per cent of the
annualized rate of those costs for January, 1983. The savings
to Canadair, once severance costs have been absorbed, will be
$27.5 million a year.

Canadair today is a downsized company, leaner but stronger.
With a proposed capital restructuring it now has the potential
to return to profitability, to make an important contribution



2A:

14

National Finance

15-3-1984

to the growth of Canadian high-technology products and skills,
to generate additional manufactured exports and to provide
significant capacity for new subcontracts and other programs.
The company has strong Government support, a new management
team, a proposed capital restructuring that will give it a
sound financial base, a credible business plan for the future
and superior products.
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canadair

AEROSPECIALISTS
FOR THE EIGHTIES

BACKGROUND INFORMATION

Canadair Limited is Canada’s foremost aircraft manufacturer. Since its
incorporation in 1944, the company has manufactured over 3900 air-
craft, of which 580 were supersonic, as well as unmanned airborne
surveillance systems and numerous other products including com-
ponents for most of the major North American aircraft manufacturers.

Since 1976, Canadair has been wholly owned by the Canadian Govern-
ment and is now a subsidiary of the Canada Development Investment
Corporation, a Crown corporation.

Canadair has three plants located at Cartierville Airport in Saint-
Laurent, a suburb of Montreal, Canada, and a fourth plant at nearby S
Dorval International Airport. Total land area is 224 acres (90.65 hec- ¥
tares) while the building area under cover is 2.7 million square feet [
(250,830 sq. metres). Canadair
Inc., a subsidiary responsible for
the marketing and support of the
Challenger aircraft program,
operates from Westport, Conn.
Challenger Service Centers are
located near Hartford, Conn. and
Munich, Germany.
Canadair currently employs
4350 people.
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Maximum landing
Max. zero fuel
Typical Operating
weight empty

Max. fuel load
Payload ~ full fuel

Engines: Two Avco Lycoming ALF 5021
Thrust
Alrcraft Wing span
Dimensions: Length
Height
Cabin Length
D Width ( Hoe)
Headroom
Area
Volume
Weights: Maximum take-off

Technical Data

7.500 Ib.

61 ft. 10 in.
68ft. Sin.
20ft. 8in.
28 ft. 3 In.
8ft. 2in.
6ft. 1in.
202 sq.ft.
1150 cu.ft.
41,100 1b.
36.000 Ib.
28,500 Ib.

23.170 Ib.
14,900 Ib.
3,180 Ib.

3.402 kg
1885 m
2085 m
630 m
.8.61lm
249 m
185 m
18.81 m?
32.56 m3
18,643 kg
16.329 kg
12.927 kg

10,510 kg
6.759 kg
1,442 kg

CHALLENGER 600

The Challenger is a twin-engined jet aircraft which
features a wide-bodied fuselage, advanced technolo-
gy wing and quiet, fuel-efficient turbofan engines.

The transcontinental Challenger 600 is powered by
Avco Lycoming ALF 502L engines.

Performance:

Speed: Normal cruise

Range: NBAA IFR at long
range cruise (5 pass.)

Celling: Max. operating
altitude

Airfield

Performance: Balanced field length
at max. take-off weight
Landing distance at
max. landing weight
Noise Level: Take-off
Approach
Sideline

Mach kts mph km/h
0.77 442 507 819
nmi. staml km

2800 3.222 5186
41,000 fr. 13.716 m
5.700 ft. 1737 m
3.900 ft. 1189 m
84.7 EPNdB
91.6 EPNdB
89.5 EPNdB

Technical Data

Engines: Two General Electric CF34-1A
Thrust 8.650 Iv.
Atrcraft Wing spen 64 ft. 4in.
Ditmensions: Length 68ft. 5im.
Height 206 B8in
Cabin Length 28 1. 3 in.
DW Width ( H Sft. 2.
Headroom 6t 1im.
Area 202 oq.f2.
Volume 1150 cu.fe.
Welghts: Max. take-off 43,100 Is.
Maximum landing 36.000 Ib.
Max. zero fuel 29.500 In.
Typical operating
welght empty 24525 v,
Max. fuel load 16.725 .
Payload — fuil fuel 2,000 Is.

3.924 ks
1961l m
2085 m
630 m
861l m
249 m
1.85m
18.81 m?
32.56 m?
19.550 kg
16,329 ky
13.381 kg

11,124 kg
7.586 kg
907 ke

CHALLENGER 601

The intercontinental Challenger 601 is powered by
General Electric CF34-1A engines and is equipped
with winglets for improved cruise efficiency.

Performance:

Speed: Normal cruise

Range: NBAA IFR at long
range crulse (5 pass.)

Celling: Max. operating
altitude

Airfleld

Performance: Balanced fleld length
at max. take-off weight
Laoding distance at
max. landing weight

Noise Level: Take-off
Approach
Sideline

Mach kts mph km/h
0.77 442 507 819
nmi. staml. km

3460 3982 6.408

41.000 f. 13.716 m

5.400 fe. 1.646 m

3,950 fe. 1.204 m
79.9 EPNdB
89.4 EPNdB
84.8 EPNdB

NOTE: Chailenqer data are based on actual flight expenence. for performance guarantees. see Technical Specificatons
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THE CL-215

The CL-215 is a twin-engined amphibious aircraft.
Primarily intended for forest firefighting, the CL-215 is
adaptable to a wide variety of roles involving water
operations and flight at low speeds and low altitudes.
As a firefighter, the aircraft’s main operational advan-
tage lies in its ability to scoop 1176 Imperial gallons
(1410 U.S. gal., 5347 litres) of water in ten seconds as it
skims over the surface of any suitable body of water.

Engines: Two Prart & Whitney R 2800 — CA-3: 2.100 bhp each
Dimensions: Wing span 93ft. 10ia. 28.60m
Length 651 05in. 1982 m
Height 29#.5.5in. 898 m
Weights: Maximum take-off
{land) 43,500 pounds 19.731 kg
(water) 37,700 pounds 17.100 kg
Maximum landing
{land) 34.400 pounds 15.604 kg
(water) 37.000 pounds 16.783 kg
Max. payiced 12,000 Ib. 5443 kg
Speed: Maximum cruise 190 mph 30Skm/'h
Range: with 3,500 1b. (1.588 nmi stami. km
kg) payioad @ long
range cruise power 1.130 1.300 2.095
Endu: Typical firefi g time 4.5 hours
Scooping: Time: 10 seconds

Distance (50 ft. to 50 ft.):
Passenger Capacity: 26 seats
Most drope by ome alrcraft in one day: 225, Yugoslavia 1982
Moet drops by ome abrcraft in one hows: 31, Quebec 1975
Operstors:  Canade. Spain. France, Greece, Italy, Yugoalavia,
Thailand, Vemezuela

3.940 ft. 1200 m

SURVEILLANCE SYSTEMS

These are intelligence-gathering devices for battlefield commanders. The CL-89 and CL-289 drone systems consist
of unmanned air vehicles (d ) plus related support equip t. The drone is launched from a zero-length laun-
cher by a rocket booster. Thrust for sustained flight is provided by a turbojet engine. The drone flies a programmed
course and is recovered by parachute. The CL-227 Surveillance and Target Acquisition System is a remotely piloted
air vehicle plus support equipment. The air vehicle can take-off and land vertically, hover and fly horizontally. its sen-

sor transmits real-time data.

CL-227

CL-89 CL-289

Length: 8 ft. 6.5 in. (2.6 m): Diameter: 13 in. (33 cm) Length: 11 ft. 10 in. (3.61 m): Diameter: 15 in. (38
Weight at launch (less booster) 238 Ib. (108 kg) cm)

Speed: 460 mph (741 km /h) Range: 57 sta.mi. (140 km) Weight, Speed and Range: Chadﬂcndd e
Sensors: Photographic or Infra-red Line Scan Sensors: phic and Infra- Scan

: Photogra
% with real-time data fink.
Users: West Germany, U.K.. Italy, and France 5 1 i by Canadair and Dornier

GenbH for West Germany.

Height overall: 5 ft. 5 in. (1.64 m)

Fuel 81 Ib. (37 kg)

Rotor disc diameter: 8 ft. 4 In. (2.54 m)
Weights: max. take-off 339 Ib. (154 kg):

systems and laser designating equip-
ment
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MAJOR CURRENT
SUB-CONTRACTS

BOEING 767

Canadair manufactures the
rear fuselage section for the
new Boeing 767 aircraft. The
section is a truncated cone
31 £t.(9.5 m) long.

LOCKHEED C-5B

Canadair is producing wing
leading edge ribs and islands,
slats, slat tracks, ailerons and
aft cargo doors for the C-5B
Military Transport.

LOCKHEED P3C ORION

Canadair manufactures com-
nents for the Orion Long
ange Patrol Aircraft in-
cluding outerwing and center-
wing boxes, aft body, forward
and aft radomes, and elec-
trical load centers.

MCDONNELL
DOUGLAS F/A-18A

Canadair has a contract to

.+« produce forward fuselage
' nose barrels for the CF-18 and

F/A-18A strike fighters.

MCDONNELL
DOUGLAS F-15

Since 1974 Canadair has
been manufacturing com-
ponents for the F-15 Eagle.
All entail close-tolerance
machining from solid billets
or forgings.

GRUMMAN EF-111A

Canadair produces the ver-
tical stabilizer of this tactical
jamming version of the F-111
for Grumman.

AIRCRAFT
PRODUCTION
HISTORY

To-date Canadair has produced
over 3900 aircraft including
3200 jet aircraft of which 580
were supersonic. The com-
pleted programs are listed be-
low with numbers of aircraft
produced shown in paren-
theses.

PBY-5 CANSO
(369)
NORTH STAR

DC-4M
(71)

T-33
SILVER STAR
(656)

F-86 SABRE i :
(1815)

CL-28
ARGUS

(33)

CL-66
COSMOPOLITAN
(10)

CL-41

(212)

CL-44-D4
(27)

CL-44-6 YUKON
(12)

F-104G
(140

CF-104A
(200)
CL-84 VSTOL (4) (ﬁ'

CF5D/NF-5B (76) e
CF-5A/NF-5A (164) d
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CHAPTER TWO - 1983 FINANCIAL RESULTS

As shown in the 1983 audited financial statements of Canadair
which accomany this report, the company incurred a loss of
$334.2 million in 1983. Several aspects of the 1983 results
should be noted:

1e The 1983 loss from operations of $83.8 million compares
to the 1982 operating loss of $145.1 million. The improvement
resulted from cost reductions implemented in 1983 and from the
higher selling prices mentioned in item 2 above.

2. Sales for 1983 aggregated $387.1 million, compared to
$429.4 million in 1982. The lower sales for 1983 resulted from
the generally depressed 1983 market for executive jets and from
the adverse publicity which surrounded Canadair and the
Challenger throughout much of the year. :

3. The cost of sales for 1983 was $22.5 million less than
the sales revenue; in 1982, the cost of sales exceeded sales
revenue by $71.6 million. The turn-around in 1983 was due in
part to an improvement in the selling price of some products
and, in lesser degree, to a reclassification as "Operating
expenses" of some costs which had previously been included in
“"Cost of sales".

4. Operating expenses for 1983 were $106 million, compared
to $73.5 million in 1982. The increase for 1983 is
attributable to (i) the reclassification referred to in item 2
above, and (ii) the inclusion in operating expenses of 1983
engineering, development, marketing, product support,
financing, general and administrative costs related to the
Challenger CL-601, which costs had previously been included as
part of programs in process inventory.

5¢ Interest and other financing expenses for 1983 declined
by $60 million from the 1982 level. The decline was due in
part to generally lower interest rates on Canadair's debt and
in part to the fact that, because government contributed a
total of $440 million by way of equity to the company between
December 31, 1982 and June 30, 1983, the company's borrowing
levels were lower during 1983.
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6. In 1983, Canadair wrote off a further $95 million as
"Unusual items" to reduce Challenger inventories to net realiz-
able values and to provide for certain other anticipated costs
associated with the Challenger program. In 1982, the compar-
able write-off was $1.054 billion.

Te The losses incurred in 1982 and 1983 left Canadair with
a negative net worth of $1.255 billion as at December 31, 1983;
at December 31, 1982, the company's negative net worth was
$1.161 billion. As stated elsewhere in this report, the
company's ability to sell its products is seriously impaired by
the current financial condition. To overcome that difficulty,
a planned restructuring of Canadair's business is described in
Chapter Three of this report.

Canadair delivered 12 Challenger CL-600's and 14 Challenger CL-
60l's during 1983, bringing to 93 the number of Challenger
aircraft delivered to customers (78 Challenger CL-600's and 15
Challenger CL-601's). 1In 1982 the company delivered 34
Challenger CL-600's and one Challenger CL-601. At the end of
1983, the company had a $432 million backlog, consisting of
$379 million in commercial orders and $53 million in military
orders.

There are many other aspects of Canadair's 1983 results which
will be of interest to the Committee. All relevant information
is available to the Committee, with the usual qualification
that competitively-sensitive data will be provided to the
Committee in camera.
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CANADATR LIMITED
CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 1983
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THORNE
RIDDELL = =

POISSANT RICHARD

AUDITORS' REPORT

To the Shareholder of
Canadair Limited

We have examined the consolidated balance sheet of Canadair
Limited as at December 31, 1983 and the consolidated statements of
income (loss) and retained earnings (deficit) and changes in financial
position for the year then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly
included such tests and other procedures as we considered necessary in
the circumstances.

In our opinion, these consolidated financial statements present
fairly the financial position of the campany as at December 31, 1983
and the results of its operations and the changes in its financial
position for the year then ended in accordance with generally accepted
accounting principles applied on a basis consistent with that of the
preceding year.

We have been asked by the campany to give an audit opinion in the
form required by section 77 of the Financial Administration Act.
Accordingly, we further report that in our opinion proper books of
account have been kept by the campany, the financial statements are in
agreement therewith, and the transactions that have came under our
notice have been within the powers of the campany.

G L It

Chartered Accountants
Montreal, Canada
February 10, 1984

International /Klynveld Main Goerdeler
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CANADAIR LIMITED
(Incorporated under the laws of Canada)

QONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1983

ASSETS
1983 1982
(in thousands of dollars)
CURRENT ASSETS
Cash ) S S,115 $ 5,497
Accounts receivable 35,248 43,045

Contracts and programs in process and
inventories less advances and progress

billings (notes 3 and 4) 149,838 127,651
Prepaid expenses 2,358 5,040
192,559 181,233
PROPERTY, PLANT AND EQUIPMENT (note 5) 120,931 118,353
Less accumulated depreciation 66,011 60,174
54,920 58,179

OTHER ASSETS s
Term receivable, net of current portion 5,138 5,129
Deferred charges, net (note 6) 24,111 22,483
29,249 27,612

$ 276,728 S 267,024

Ap, ed on behalf of the Board
i:, J‘vw Director

Director
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LIABILITIES
1983 1982
- (in thousands of dollars)
CURRENT LIABILITIES
Bank loans (note 7) $ 20,440 $ 10,575
Accounts payable 86,105 79,063
Accrued liabilities 257,269 273,886
Custamer deposits 1,386 2,620
Principal due within one year on
long term debt 38,874 86,062
404,074 452,206
LONG TERM DEBT (note 8) 1,127,652 975,605

SHAREHOLDER'S BQUITY (DEFICIT)
CAPITAL STOCX (note 9)

251,700 Preferred shares, Class B 25,170 25,170

3,102,206 Cammon shares, Class A 17,244 17,244

42,414 42,414

CONTRIBUTED SURPLUS (note 2) 440,000 200,000
EXCESS ‘OF APPRAISED VALUE OF LAND OVER COST

(note 5) 10,760 10,760

DEFICIT (1,748,172) (1,413,961)

( 1,254,998) (1,160,787)

$ 276,728 § 267,024

Contingencies (notes 2, 16 and 19)
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CANADAIR LIMITED
CONSOLIDATED STATEMENT OF INCOME (LOSS)
AND RETAINED EARNINGS (DEFICIT)

YEAR ENDED DECEMBER 31, 1983

1983 1982
(in thousands of dollars)
Sales $ 387,136 § 429,379
Cost of sales 364,612 500,971
GROSS MARGIN 22,524 (71,592)
Operating expenses (note 3) ‘ 106,321 73,500
LOSS FROM OPERATIONS (83,797) (145,092)
Interest and other financing expenses (note 12) 155,294 215,477
LOSS BEFORE UNUSUAL ITEMS AND INCOME TAXES (239 ,091) (360,569)
Unusual items relating to Challenger Program (note 3) 95,042 1,054,327
LOSS BEFORE INCOME TAXES (334,133) (1,414,896)
Incame taxes (note 11) 78 26
LOSS FOR THE YEAR (334,211) (1,414,922)
RETAINED EARNINGS (DEFICIT) AT
BEGINNING OF YEAR (1,413,961) 961

DEFICIT AT END OF YEAR $(1,748,172) $(1,413,961)
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CANADAIR LIMITED
CONSOLIDATED STATEMENT OF CHANGES IN
FINANCIAL POSITION

YEAR ENDED DECEMBER 31, 1983

1983 1982
(in thousands of dollars)

SOURCE OF FUNDS

Fram Operations

Net Incame (Loss) $ (334,211) $(1,414,922)
Adjustments for non-cash items
Depreciation 5,837 6,126
Anortization of deferred charges 13,639 11,981
Unusual items relating to Challenger Program 95,042 1,054,326
Total from Operations (219,693) (342,489)
Long term debt, net of discount and expenses of
$0.3 million (1982 - $22 million) 547,008 620,087
Contributed surplus 240,000 200,000
Decrease in accounts receivable 7,797 22,471
Decrease (Increase) in prepaid expenses 2,682 (1,718)
Total sources, net 577,794 498,351
USES OF FUNDS
Adaitions to equipment 2,578 8,532
Reduction of long term debt 395,268 255,086
Increase in term receivable 9 5,129
Additions to deferred charges 14,960 26,463
Increase (Decrease) in contracts and programs
in process and inventories, net 72,249 (25,742)
Decrease (Increase) in accounts payable and
accrued liabilities, net 54,555 (59,830)
Decrease in custamer deposits 1,234 10,566
Decrease (Increase) in current portion of
long term debt 47,188 (35,850)
Total uses 588,041 184,354

INCREASE IN CURRENT BANK LOANS, NET OF CASH $ 10,247 $ 313,997
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1.

CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 1983

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Basis of presentation and consolidation

The financial statements have been prepared in accordance
with generally accepted accounting principles applicable to
a cawpany as a going concern. The campany's ability to
continue as a going concern will depend upon obtaining
additional financing (see note 2).

The consolidated balance sheet and consolidated statements
of incame (loss) and retained earnings (deficit) and changes
in financial position include the assets and liabilities,
results of operations and changes in financial position of
the wholly-owned subsidiaries, Canadair Services Limited,
Canadair Inc. and Challenger Aviation Service GmbH.

Accounting for long temm contracts and programs

In accordance with industry practice, work in process under
long term government contracts and cammercial contracts and
programs is classified as a current asset on the balance
sheet even though a portion is not expected to be realized
within one year.

Govermment contracts in process are stated at costs incurred
(including general and administrative expenses), plus
estimated earnings on such costs, less advances and progress
billings. Sales and earnings are recognized primarily using
the percentage-of-campletion method, whereby sales are
recorded as costs are incurred or as units are delivered and
include that proportion of estimated earnings at contract
campletion that costs incurred to date bear to estimated
costs at contract campletion.

Commercial contracts and programs in process, including
aircraft programs, are accounted for primarily under the
program method of accounting and are stated at actual
production costs incurred (including factory overhead and in
certain circumstances engineering, support, general and
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 1983

(b) Accounting for long term contracts and programs (Cont'd)

administrative expenses) 1less advances and progress
billings. The allocation of costs to cost of sales for
delivered units is based upon the estimated gross profit
margin of the units expected to be produced conservatively
estimated. Sales and earnings are recognized as units are
delivered.

Under long temm contracts and programs, the campany does not
recognize earnings until such time as sufficient production
has been accamplished and there is minimum risk in
estimating total contract earnings. At such time, earnings
are recorded based on the work campleted to date. Estimated
losses are recorded in full as soon as they are identified.
Earnings and losses recorded in the current year may include
the cumulative effect of adjustments to prior years'
estimates.

Estimated earnings or losses on contracts and programs are
determined fram projected revenues and manufacturing costs
taking into account factors such as expected sales, price
levels, production costs and other variables which are
beyond the campany's control. Because these factors can not
be measured with precision, the estimates are subject to
periodic revisions. If future assessments indicate that any
unamortized costs are not recoverable, the excess will be
charged to earnings immediately.

Development costs which qualify for deferral are inventoried
and amortized over the number of units to be produced. When
the recovery of amounts deferred to future periods becames
uncertain, such costs are written off as a charge to
earnings in the year.

Title to work performed under certain contracts in process
and to related inventories is vested in the custamer in
accordance with contract provisions.
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(b)

(c)

(d)

CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

Accounting for long temm contracts and programs (Cont'd)

Contract and program costs relating to claims by the campany
arising out of contractual disputes are included in
contracts and programs in process when management is of the
opinion that the amount of such costs does not exceed the
net realizable value of the claims. Losses on claims are
recorded in full as soonsas they are identified.

Foreign currency translation

Foreign currency assets and liabilities, including those of
foreign subsidiaries Canadair Inc. and Challenger Aviation
Service GmbH, are translated into Canadian dollars in
accordance with the temporal method. Under that method,
monetary assets and liabilities are translated at the
year-end rate; non-monetary assets and liabilities are
translated at rates in effect on the dates of the
transactions.

Exchange variances resulting fram the translation of temm
bank loans and other long term debt are deferred and
amortized over the life of the debt.

Forward exchange contracts

Forward exchange contracts entered into by the campany are
intended to hedge foreign currency transactions; the effect
of a change in exchange rates is

(i) included in the detemination of net incame for the
year in which the change occurs, if the life of the
contract expires in the current or following fiscal
year; or

(ii) amortized over the life of the contract, if the life of
the contract extends beyond the end of the following
fiscal year.

The discount or premium on such contracts is amortized over
the life of the contracts.
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

(e) Inventories

Inventories of cammercial products, materials and spare
parts are stated at the lower of average cost or net
realizable value.

(£) Property, plant and equipment

Buildings, machinery and equipment are stated at cost. Land
is stated at the 1974 appraised value net of disposals.

Depreciation is provided principally on a declining balance
basis. The depreciation rates for buildings vary fram 4% to
108 and for machinery and equipment fram 20% to 30%. The
depreciation of certain machinery is based on usage over the
estimated life of the machinery.

The excess of appraised value of land over cost is reduced
proportionately when land is sold.

(g) Unamortized discount and expenses on long term debt

Discount and expenses on long term debt are amortized on a
straight-line basis over the life of the debt and included
in interest and other financing expenses.

(h) Pension costs

Current service costs under campany pension plans are
charged to costs incurred as they accrue and are funded as
necessary following the most recent actuarial review of the
plans. Past service costs are charged to costs incurred
over varying periods as they are funded.
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CANADATR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

2. GOVERNMENT GUARANTEES AND FINANCING REQUIREMENTS

The Goverrment of Canada has the authority to guarantee certain
financial arrangements of the campany with financial institutions
to a maximum of $1,350 million. The campany's forecast cash
requirements indicate that, without additional financing
arrangements, the total debt for which the campany expects to need
Government guarantees will exceed the authorized limit of $1,350
million in the second quarter of 1984. On December 30, 1982, and
June 30, 1983, the Govermment of Canada contributed $200 million
and $240 million respectively to the campany's equity account.
Additional capital subscriptions or an increase in the guarantee
limit, or both, will be necessary to provide the campany with the
working capital required to ensure that the campany will continue
as a going concern, the basis on which these financial statements
have been prepared. The Goverrment of Canada has confimmed its
intention to increase the equity of the campany by an amount of
$310 million, through approval of additional funding authority
included in supplementary estimates to be introduced in the
Parliament of Canada before March 31, 1984.
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

3. CHALLENGER PROGRAM

The Challenger 600 program cammenced in late 1976 with first flight
in November 1978 and type certification in November 1980.
Modifications developed through the certification process were
incorporated in the aircraft in production during 198l1. As a
result of continual review and monitoring of production throughout
1982, management detemmined that the program development process
for the Challenger 600 was completed by December 31, 1981 and that
cammercial production commenced in 1982. Type certification of the
Challenger 601 was received in March 1983, and cammercial
production was detemmined to have cammenced in January 1983. At
December 31, 1983, 78 aircraft had been delivered under the
Challenger 600 program, and 15 aircraft under the Challenger 601
program.

Prior to 1982, costs such as engineering, development, marketing,
product support, general and administrative expenses and financing
costs had been included as part of programs in process inventory
because management of the campany believed at the time that all
such inventoried costs would be recovered in the future.
Concurrent with the cammencement of commercial production on each
program, the campany ceased charging these costs to programs in
process inventory and such costs incurred have been included in
operating expenses in the relevant year.

Management detemmined as at December 31, 1982, that there was no
longer reasonable assurance that the inventoried costs discussed in
the preceding paragraph would be recovered fram future sales and,
accordingly, those costs incurred prior to 1982 were written off in
1982 as Unusual items. Unusual items written off in 1982 in the
amount of $1,054.3 million also included estimated excess early
production cost, development costs for the Challenger 601,
provisions for claims, surplus and obsolete materials and other
related estimated losses, aggregating $361.2 million. In 1983, $95
million was written off as Unusual items to reduce inventories to
estimated net realizable values and to provide for other costs
associated with the Challenger Program.
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

CHALLENGER PROGRAM (Cont'd)

The campany is currently producing Challengers at the rate of
approximately 1.5 aircraft per month, which rate is believed by
management to be consistent with the market prospects for the
Challenger. The campany is continuing to acquire material, parts
and supplies to maintain production at the current rate.

CONTRACTS AND PROGRAMS IN PROCESS AND INVENTORIES

1983 1982
(in thousands of dollars)

Challenger Program:

Finished goods including aircraft, less
advances of $15.9 million
(1982 - $19.1 million) $ 69,584 S 66,915

Work in process, materials, parts and supplies
less advances of $56.9 million
(1982 -~ $147.6 million) 33,372 13,419

102,956 80,334

Other Commercial Programs, Contracts and Products:
Finished goods including aircraft 19,729 16,479

Work in process, materials, parts and
supplies less advances and progress
billings of $39.2 million
(1982 - $33.3 million) 19,445 29,089

39,174 45,568

Govermment Contracts:

Work in process 7,708 1,749

$ 149,838 § 127,651
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

5. PROPERTY, PLANT AND EQUIPMENT

1983 1982
Accumulated Net book Net book
Assets depreciation value value
(in thousands of dollars)
Buildings, at cost $ 43,909 $ 18,870 $ 25,039 $26,604
Machinery and
equipment, at cost 64,954 47,141 17,813 19,507
108,863 66,011 42,852 46,111

Land, at 1974 appraised
value, net of disposals 12,068 - 12,068 12,068

$120,931 $ 66,011 $ 54,920 $58,179

6. DEFERRED CHARGES
1983 1982
(in thousands of dollars)

Unamortized expenses and unamortized foreign
exchange variance on long temm debt $21,610 $18,280

Unamortized foreign exchange variance, net
of unamortized premium on forward
exchange contracts 2,501 4,203

$24,111 $22,483

7. BANK LOANS

Bank loans (including long term bank loans - note 8) are secured by
a general assigmment of accounts receivable and, to a maximum of $400
million, by trust deeds providing a first fixed charge over land,
buildings, machinery and equipment and a floating charge over all other
assets of the campany.
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 1983

8. LONG TERM DEBT
1983 1982
(in thousands of dollars)

Loans covered by Goverrment of Canada
guarantee or other Goverrment support:

Notes due June 15, 1983 with
interest at 8 1/2% (U.S. $70 million) $ - $ 86,058

Term loan due October 4, 1984
with interest at 9 3/4% (U.S. $30 million) 37,332 36,882

Term bank loan due January 14, 1985 with
interest at one year LIBOR plus 7/8%
renewed annually and annual payments
of principal of U.S. $1.25 million
(U.S. $22.5 million) (note 7) . 27,662

Term loan due August 22, 1985
with interest at 9 3/4% (U.S. $10 million) 12,444 12,294

Term bank loan due May 7, 1986 with
interest at LIBOR plus 1/2% (U.S.
$187.5 million) (note 7) 233,325 230,513

Term loan due December 1, 1986
with interest at LIBOR plus 3/8%
(U.S. $75 million) 93,330 92,205

Term notes due March 15, 1987
with interest at 15 1/2%, callable after
March 15, 1985 at 101% of principal
amount; 100 1/2% after March 15, 1986
(U.S. $150 million) 186 ,660 184,410

Notes due June 1, 1987
with interest at 16 3/8% (U.S.
$50 million) 62,220 61,470

Term bank loan due November 11, 1988
with interest at LIBOR plus 3/8%
or U.S. prime rate, revolving to
November 11, 1986, with payments
equal to 25% of the outstanding
balance cammencing fram May 11, 1987
and continuing semi-annually until
maturity (U.S. $60 million) (note 7) 74,664 61,470

Carried forward $ 699,975 $ 792,964
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

8. LONG TERM DEBT (Cont'd)

1983 1982
(in thousands of dollars)

Brought forward $ 699,975 $§ 792,964

Syndicated temm loan due March 6, 1989,
with interest at LIBOR plus 3/8% or
U.S. prime rate to March 12, 1985 and
LIBOR plus 1/2% or U.S. prime rate plus
1/8% thereafter, revolving to
March 6, 1987, with payments equal to
25% of the outstanding balance cammencing
from September 6, 1987 and continuing
semi-annually until maturity
(U.S. $50 million) 62,220 122,940

Notes due November 15, 1989 with interest
at 12 1/2%, callable at a maximum of
105% of principal amount
(U.S. $175 million) 217,770 215,145

Term loans due March 22, 1992 with interest
at prime rate less 3/4%, revolving until
March 22, 1987, with payments equal to
5% of the outstanding balance cammencing
fram March 22, 1988 and continuing
semi-annually with the balance repayable
at maturity 42,444 20,000

Term loan due March 22, 1992 with interest
at prime rate less 3/4%, with payments
equal to $5 million cammencing fram
March 22, 1988 and continuing
semi-annually with the balance repayable
at maturity 100,000 =

Discounted note due April 26, 1992
with interest at 8 1/2%
(U.S. $30 million) 37,332 36,882

Less unamortized discount on issuance X
of long temm debt (10,455) (11,741)

Sub~total - carried forward $1,149,286 $1,176,190
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

8. LONG TERM DEBT (Cont'd)

1983 1982
(in thousands of dollars)

Brought forward $ 1,149,286 § 1,176,190

Loans not covered by Goverrment guarantee
or other Goverrment support:

Mortgage loan due January 1, 1994 with
interest at 7 1/8% to January 1, 1989
and 7 1/4% thereafter with semi-annual

yments cammencing January 1, 1987

(U.S. $6 million) 7,466 7,376
Defence Industry Productivity Programs
funding 2,063 1,863
Other 7,711 6,238
Total long term debt $ 1,166,526 $ 1,191,667

Less funds held on deposit at December 31,
1982 obtained from contributed surplus,
used for reduction of long temm debt
prior to January 26, 1983 - (130,000)

1,166,526 1,061,667
Less principal included in current

liabilities (38,874) (86,062)

$ 1,127,652 $ 975,605

Estimated repayments on long term debt in the years 1984 to 1988,
inclusive, are as follows:

(in thousands of dollars)

1984 $ 38,874
1985 14,684
1986 328,628
1987 343,970

1988 139,819
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

9. CAPITAL STOCK

The campany's authorized capital consists of an unlimited number of
Class A cammon shares and Class B redeemable preferred shares with
a nomr-cumulative dividend entitlement of 44% of their paid-up
value. The Class B shares are convertible into Class A shares at
the rate of three Class A shares for one Class B share.

10. LEASE COMMITMENTS

Future lease cammitments under operating leases with temms of more
than one year are as follows:
(in thousands of dollars)

1984 $ 13,645
1985 5,286
1986 1,739
1987 658
1988 595

Subsequent years to 2024 14,740
$ 36,663

Certain of the foregoing lease cammitments have been provided for
in accrued liabilities as at December 31, 1983.

11. INCOME TAXES

As at December 31, 1983, the campany has a tax loss carried forward
of $1,391 million, $1,121 million of which is available to offset
taxable incame for taxation years through 1987. The balance of
$270 million, representing the campany's 1983 tax loss, is
available for carry forward through 1990.

In addition, the campany has unclaimed capital costs of depreciable
assets for tax purposes of $147 million in excess of book value and
additional expenses unclaimed for tax purposes of $282 million
available for use in future years in detemmining taxable incame.

The potential future benefit of the foregoing items is not recorded
in the accounts.
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 1983

12. INTEREST AND OTHER FINANCING EXPENSES

Interest and other financing expenses consist of the following:

1983 1982
(in thousands of dollars)

Interest on long term debt (including
anortization of discount on issuance

of long term debt) $133,797 $147,673
Intetest on other debt 6,554 44,303
Foreign exchange 14,943 23,501

$155,294 $215,477

13. PENSION PLANS

The campany's pension plans cover most employees. Pension costs
incurred in the current year, including the funding of liabilities
resulting fram the most recent plan amendments and actuarial
reviews, did not exceed the accumulated surpluses of the plans, and
consequently no contribution was required by the campany (1982 - $1.5
million).

14, SALES BY CLASS OF BUSINESS

Substantially all of the campany's operations are in the aerospace
industry. Sales are distributed as follows:

1983 1982
(in thousands of dollars)
Aircraft $370,091 $409,778
Surveillance systems 12,595 15,301
Other 4,450 4,300

$387,136 $429,379

The campany had export sales in 1983 of $342.8 million (1982 -
$371.4 million).
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

15. RELATED PARTY TRANSACTIONS

The campany is a wholly-owned subsidiary of Canada Development
Investment Corporation, a Crown corporation, and is dependent on
the Govermment of Canada for its financing requirements (note 2).

Sales to the Goverrment (including entities controlled by the
Goverrment) amounted to $18.3 million in 1983 (1982 - S42.1
million). Amounts due fram and owing to the Goverrment at
December 31, 1983 are $2.5 million and $26.2 million, respectively
(1982 - $7.1 million and $24.5 million, respectively). Related
party sales during the year were made on the same terms and
conditions as similar sales to unrelated parties. A management fee
of $1.2 million was paid to Canada Development Investment
Corporation in 1983.

16. GOVERNMENT ASSISTANCE

In 1983, the campany received fram the Goverrment of Canada $6.2
million (1982 - $38.6 million) under established Goverrment
programs to finance production programs and equipment acquisitions.
Of the assistance received in 1982, $33.6 million is repayable by
way of a royalty on each unit delivered and paid for under a
specific production program. All other assistance is repayable as
to 50% by scheduled installments and as to the balance fram any
profits realized on the related production contracts. Amounts
payable fram 1983 production have been provided for in the 1983
accounts.

17. SALES AGENTS' REMUNERATION

During the year, remuneration and expenses paid to the following
sales agents and representatives, including payments made for
technical and operational services in connection with foreign
sales, aggregated $2.1 million (1982 $1.7 million):

M. Augustin, France; Avionic, Greece; Cammonwealth Group
Incorporated, U.S.A.; Campania Importazioni Exportazioni
Rappresentage, Italy; Dismatica Industrial CA, Venezuela;
East Asiatic Co., Hong Kong; S. Kittivat R.0.P., Thailand;
Metropolitan Airmotive Corp., U.S.A.; Salta Aviation S.A.,
Venezuela.
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

18. DIRECTORS AND OFFICERS' REMUNERATION

The following table shows the remuneration paid by the campany

during 1983 to the directors (as such) and the officers (as such)
who held office at December 31, 1983:

Nature 'of Remuneration Earned
(In thousands of dollars)

Directors' Salaries
Fees and Benefits Total
Remuneration of
12 directors (as such): $ 120.8 s - $: 120.8
Remuneration of
14 officers (as such): = 1,659.8 1,659.8
$ 120.8 $ 1,659.8 $ 1,780.6

The campany's management structure was reorganized during 1983, as
a result of which five officers left the employ of the campany and
eight officers were reclassified as management personnel. The
salaries and benefits of the thirteen former officers (as such)
during the year totalled $1,800 thousand, exclusive of amounts paid
as retirement entitlements to the five officers who left the employ
of the campany.

The salaried employees of the campany may contribute, on a optional
basis, to the Employees' Savings and Investment Plan. The campany
also contributes to the Plan a certain percentage of the employees'
contributions, which amounts became vested after a period of three
years. Amounts contributed by the campany during the year for the
fourteen officers who held office at December 31, 1983, aggregated
$72.5 thousand. Amounts contributed by the campany during the year

for the above mentioned thirteen former officers aggregated $39.7
thousand.



2A : 44 National Finance 15-3-1984

CANADATIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

19. LITIGATION

On May 30, 1983, the campany filed suit in the Province of Quebec
against the Avco Corporation of Greerwich, Connecticut, U.S.A. for
damages in the amount of $109.6 million. The campany's suit
alleges a failure by Avco to fulfill contract obligations involving
the development, manufacturing and delivery of engines for the
Challenger 600 aircraft. On August 3, 1983, Avco filed suit
against the campany in the State of Connecticut claiming U.S. $100
million on the basis of the campany's alleged unilateral
temination of the Challenger 600 engine contract, non-payment of
monies owed and damages to Avco's reputation. In addition, Avco
claims unspecified punitive damages. On December 21, 1983 the
canpany amended its action against Avco, increasing the damages
claimed to $480 million. Any proceeds or costs that may result
fram such claims will be recorded in the year of settlement.

On August 2, 1983, the campany received fram TAG Finances S.A. et
al a formmal request for arbitration before the International
Chamber of Cammerce. The request contained a claim against the
campany for damages in connection with the Challenger 600 program
and for an injunction or further damages relating to the Challenger
601 program. A settlement was reached between the parties on
January 11, 1984, under which TAG will remain a distributor of
Challenger aircraft. All costs associated with this settlement
have been reflected in the financial statements of the campany for
the year ended December 31, 1983.
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CANADAIR LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 1983

20 . SUBSEQUENT EVENT

Under recently-enacted tax legislation, the campany is entitled to
transfer to a designated party a tax credit equal to 50% of the
campany's qualified expenditures on scientific research incurred in
the period fram April 20, 1983 to December 31, 1984. Pursuant to
that legislation, the campany has entered into an agreement under
which the campany will transfer a tax credit of $12.5 million to a
third party, and will receive net proceeds of $12.4 million, which
will be included in incame in 1984. The campany has no prospect
of being able to benefit directly fram this credit in 1984 because
of tax losses carried forward (note 11).

21 . COMPARATIVE FIGURES

Certain 1982 camparative figures have been reclassified to conform
with the financial statement presentation for 1983.
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CHAPTER THREE - CANADAIR FUNDING AND RESTRUCTURING

A. FUNDING

Canadair's forecast cash requirements for the period to March
31, 1985 have been calculated by Canadair's internal accounting
and estimating staff and have been reviewed anda approved by
senior management of Canadair and CDIC.

It is assumed that Canadair's cash requirement for the forecast
period will be met by the maximum use of Canadair's authorized
borrowing facility and by means of Government equity infusion.
Use of the borrowing facility from January 1, 1984 will cover
$123 million of the total requirement. If the balance of the
requirement is provided by means of a single equity investment
made by April 1, 1984, (i) the total requirement is forecast to
be $433 million and (ii) accordingly the single equity
investment will be $310 million.

The cash which Canadair borrows from its lenders and receives
from Government by way of equity will be used to cover the
shortfall between Canadair's cash receipts and its cash
expenditures. The shortfall 1s attributable primarily to the
following factors:

Non-Discretionary ($ millions)
(i) Interest and other financing costs for
the 15-month forecast period 208
(ii) Refunds of customer deposits on cancelled
"soft" orders 41
(iis) Non-recurring payments to suppliers
resulting from various schedule slow-downs 65
(iv) Loss on aircraft delivered (including
settlement of multi-aircraft contract) 34
Discretionary
(v) Inventory build-up (net of customer
advance payments) and program start-up 85

TOTAL 433
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All of Canadair's programs, including the Challenger program,
are expected to become incrementally profitable, disregarding
interest costs on Canadair's existing authorized borrowing
facility. By 1985, the company will almost certainly earn an
operating profit (before interest), assuming 15 Challenger
aircraft are delivered. As a result of measures taken,
Canadair's operating loss was cut from $145.1 million in 1982
to $83.8 million in 1983 and the company should essentially
break even in 1984. Canadair could be marginally profitable in
1984 on an operating basis. Although several of the programs,
including the C-5B and the Boeing 767, are incrementally
profitable, they will not produce positive cash flows until
1987 and will require cash within the buildup period. The
Challenger program will generate a small positive cash flow in
1985 and will produce a modest but increasing positive cash
flow in 1986 and subsequent years. There is, therefore, a high
level of assurance that cash invested in inventory and program
start-up costs will ultimately be recovered. Cash expended to
meet interest costs, customer refunds, non-recurring payments
to suppliers and losses on aircraft delivered are not expected
to be recovered but must be paid by Canadair in any event. In
other words, before servicing past debt, the forecast cash
requirement is $225 million, and of that amount $85 million -
for inventory buildup and start-up costs - is discretionary.

The incremental viability of Canadair's various programs has
been assessed on the basis of assumptions which management of
Canadair and CDIC believe to be reasonable. As is the case
with the cash requirements forecast, however, the assumptions
do not reflect the worst conditions which Canadair could
encounter.

Canadair has also prepared forecasts of its annual cash
requirements for the years from 1984 to 1988 inclusive. Those
forecasts are, of course, based on assumptions as to future
conditions which will impact Canadair's cash receipts and
disbursements. Those assumptions are sufficiently conservative
to justify a high degree of confidence in the forecasts.
However, the forecasts are not guarantees; they are the best
estimates of Canadair's future cash requirements which can be
made at this time. The appropriate Parliamentary Committee may
wish to review in detail the assumptions upon which Canadair's
cash requirements forecasts are based. Because those assump-
tions include much information which would be of considerable
advantage to Canadair's competitors, the assumptions should be
disclosed to the Committee in camera.
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I1f Canadair receives equity infusions to fund all cash require-
ments in excess of Canadair's authorized debt level of $1.35
billion, then for the full five-year period covered by the
forecasts, Canadair's aggregate cash requirement is estimated
to total $1.002 billion. During that period, interest payments
on Canadair's debt are forecast to total $820 million;

Canadair is, therefore, forecasting cash requirements (before
interest payments) of $182 million for the five year-forecast
period. The majority of the non-interest cash requirements are
needed in 1984.

B. RESTRUCTURING

At December 31, 1983, Canadair had a negative net worth of
$1.255 billion, a condition which resulted from the large
losses incurred by the company in 1982 and 1983. The company's
precarious financial state has seriously impaired the company's
ability to sell its products, primarily because Canadair's
future as an on-going business entity clearly depends upon
continuous financial support from government. Potential
purchases of high-cost aerospace products are deterred by the
prospect of acquiring products which may become "orphans" by
reason of the termination of production or support of such
products.

In the opinion of CDIC and Canadair's management, Canadair
cannot attain commercial success unless the company is re-
established as a free-standing, commercially viable
organization. With that fact in mind, a restructuring of
Canadair's debt and equity has been initiated. The restructur-
ing is intended to take place coincident with the funding of
the company referred to above.

In essence, the restructuring consists of the separation of
Canadair's business, assets and current liabilities from the
company's long-term debt. The method by which that separation
will be accomplished is as follows:

(a) CDIC will incorporate a new subsidiary corporation
("New Canadair"):;

(b) New Canadair will acquire from the existing Canadair
Limited ("0l1d Canadair") substantially all the assets of 0ld
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Canadair; New Canadair will also assume virtually all the
current liabilities of 0ld Canadair; and

(c) New Canadair will change its name to "Canadair Limited

- Canadair Limiteé"; Old Canadair will also adopt a new name.

As a result of the restructuring, New Canadair will continue to
carry on business with the benefit of a balance sheet which
reflects no long-term debt and a positive net worth. 014
Canadair will be left with no significant assets and with debt
aggregating approximately $1.35 billion by March 31, 1985.

(The funding referred to above will be used in part to pay
interest on 0ld Canadair's debt until March 31, 1985.)

New Canadair should no longer require annual equity infusions
from government to remain in business. It is anticipated that
New Canadair, relieved of the interest costs which now burden
it, will be profitable by 1985, if not sooner; any short-term
cash requirements will be met pursuant to conventional banking
arrangements between New Canadair and its bankers, without the
need for further government guarantees. T A

The outstanding debt is not yet due. It will be the responsi-
bility of CDIC to work out with the government how to handle
this debt as it does become due. However, a number of points
should be noted with respect to the restructuring:

1. the long-term debt of Old Canadair remains in existence
and will require annual funding after March 31, 1985;

2. the government guarantees of Old Canadair's long-term
debt will remain in existence;

3. the restructuring is not merely a "paper exercise" from
the standpoint of New Canadair and its customers; New Canadair
will be, legally and practically, a free-standing, viable
organization with a net worth in excess of $150 million,
superior products and an ability to continue as a long-~term
participant in the aerospace industry:

4. no new burdens are placed on government by the
restructuring; as stated above, the government remains liable
under its guarantees of Old Canadair's debts, but that
liability exists independently of the restructuring; similarly,
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annual government funding of Old Canadair's debt servicing will
be required whether or not the restructuring takes place; and

S. following the restructuring, the incremental financial
performance of New Canadair will be accurately reflected in the
company's quarterly and annual financial statements; evaluation
of that incremental performance will not be confused by the
need to make allowance for the cost of servicing old debts.



15-3-1984

Finances nationales 2A:

51

CHAPTER FOUR - THE CHALLENGER PROGRAM

General

The June 7, 1983 report to Parliament presented by Senator Jack
Austin recounted the history of the Challenger program from its
inception in 1976 to the recognition of the §$1.4 billion loss
reported as at December 31, 1982. This report lists the
actions taken with respect to the program in 1983, assesses the
incremental viability of the program and outlines the
strategies to be followed in order to derive maximum benefits
from the program for Canada.

Actions Taken in 1983

(1) Production Rate Reductions: In response to the recession
and the resulting decline in Challenger orders, the rate at
which Challengers were being produced was reduced in February
1983 from 30 per year to 24 per year. In July of 1983 that
rate was further lowered to lé6 per year. Those production rate
cuts resulted in cash savings of in excess of $37 million in
1983 and $104 million in 1984.

(2) Contract Renegotiations: As reported in June, Canadair was
then a party to a number of Challenger-related contracts which
were extremely unfavourable to Canadair. Since June, a signi-
ficant number of those contracts have been renegotiated. 1In
the area of Challenger sale contracts alone, the renegotiations
have saved Canadair in excess of $23 million.

(3) Claims. In May, 1983, Canadair initiated legal proceedings
against Avco Lycoming, the manufacturer of the engines for the
Challenger CL-600. In the proceedings, Canadair claimed $§110
million in damages from Avco Lycoming, which amount represents
losses suffered by Canada as a result of a number of alleged
failures by Avco Lycoming to meet its obligations to Canadair
for the Challenger-600 aircraft. In August, 1983, Avco made
claim agains Canadair for a similar amount, on the basis of
Canadair's alleged unilateral termination of the Challenger-600
engine contract, non-payment of monies owed and damages to
Avco's reputation. In addition, Avco-Lycoming claimed
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unspecified punitive damages. In December, 1983, Canadair
amended its action against Avco-Lycoming, increasing the
damages claimed to $480 million. Settlement negotiations are
currently underway between Avco Lycoming and Canadair.

In November, 1983, a settlement was reached in a major claim
against Canadair by the manufacturer of the Challenger's engine
nacelles (the metal "capsules" which house the aircraft's
engines). The claim represented extra costs incurred by the
manufacturer as a result of Canadair's failure to provide
timely and accurate information to the manufacturer during the
period when the nacelles were designed.

(4) Middle East Distributorship. In the spring of 1983,
discussions were opened between Canadair and Canadair's
Challenger distributor for the Middle East, TAG Finances of
Geneva. Canadair's desire was to improve the terms of the
distributorship agreement, which are extremely disadvantageous
for Canadair. The distributor's objective was to obtain
compensation for expenses and lost profits allegedly suffered
by the distributor as a result of the failure by the Challenger
CL-600 to meet its advertised performance specifications. The
initial discussions failed to produce a mutually acceptable
solution. In August TAG instituted, through the International
Chamber of Commerce, an arbitration claim against Canadair (i)
for U.S. $105 million in connection with the Challenger 600
program, and (ii) an injunction or further damages of U.S. $30
million relating to the Challenger 601 program. In January,
1984 Canadair and TAG announced the signing of a new agreement
for the sale of Challenger aircraft in the Middle East along
with withdrawal of the arbitration claim made against Canadair
by TAG in 1983.

Incremental Viability of the Challenger Program

The single most critical decision to be made at Canadair in
1983 was whether to continue or to terminate the Challenger
program. The information relevant to that decision was:

(1) the probable market outlook for the Challenger;
(ii) the financial implications of building and delivering

Challengers at a rate consistent with the Challenger's
market prospects; and
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(iii) the financial implications of terminating the program.

Market Outlook: Two independent market forecasts of Challenger
sales through 1992 were commissioned by CDIC and Canadair in
the spring of 1983. One survey was carried out by a major U.S.
aerospace manufacturer; the other was conducted jointly by a
Canadian aviation consulting firm and a U.S. aerospace
consultant. The studies proceeded from the same basic assump-
tions and used essentially the same methodology in developing
forecasts. The basic finding was that sales levels of business
jets follow closely changes in the levels of annual U.S.
corporate profits. The steps in developing the forecasts

were:

(i) forecast annual U.S. corporate profits for the years from
and including 1983 to and including 1992;

(ii) forecast sales of business jets in each of those years:

(iii) forecast the percentage and number of total business jet
sales which will be represented by large (Challenger-
class) jets; and

(iv) forecast the percentage and number of large jet sales
which will be captured by the Challenger.

The two studies, which proceeded independently and in ignorance
of each other, came to almost identical conclusions with
respect to the number of total annual business jet sales which
will be represented by large (Challenger-class) jets during the
forecast period. The most significant point of difference
between the two studies was in their forecasts of the
percentage of large jet sales which would be captured by the
Challenger: the more optimistic study predicted that the
Challenger market share would be more than triple the market
share predicted by the more pessimistic study. Both studies
predicted that, without endangering the Challenger's market
share, "real" increases could be made in the current Challenger
offering price.

For purposes of making a conservative assessment of the
viability of the program, it has been assumed that:

(i) the Challenger market share will be the lowest share
predicted by either of the studies, and
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(ii) the average number of Challenger-class jets sold in each
year will be lower than the average number forecast by
the studies.

One final, vital point should be noted concerning the market
studies: both studies proceeded and relied on the stated as-
sumption that the performance and continuity of the Challenger
would cease to suffer from media and parliamentary scepticism.

Financial Implications of Selling and Delivering Fifteen
Challengers per Year: Estimates were prepared, on a per
aircraft basis, of the average annual costs which would be
incurred and the average annual revenues which would be receiv-
ed by Canadair in selling and delivering 15 Challengers per
year. In estimating average annual unit costs, interest costs
on Canadair's estimated debt at December 31, 1983 were excluded
because it was the incremental viability of the program that
was being assessed.

In estimating average annual unit revenue, Canadair assumed
that aircraft covered by existing firm orders would be sold at
the prices and times specified in those orders.

There are still some losses to be incurred on the delivery of
aircraft under old contracts. These are obligations that must
be met and these losses are unavoidable. But sales are now
being made which at 15 a year will yield a profit. This is a
conservative view of market share. Consequently, the program
is worth continuing.

Financial Implications of Terminating the Challenger Program:
The above analysis shows how the conclusion was reached that
the Challenger program should be continued. This conclusion is
reinforced by the fact that termination of the Challenger would
result in significant costs. For purposes of estimating those
implications, Canadair's financial and estimating personnel
estimated the non-recurring and recurring costs and revenues
which would flow from a program termination.

It should be noted that Canadair is not actually in a position
to terminate the Challenger program in its entirety. There are
contractual and business obligations which require Canadair to
maintain certain aspects of the Challenger operations.
Specifically, a minimum level of engineering, technical and
field service effort will always be required if Canadair is to
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meet its existing contractual product support commitments. In
fact, a program termination decision would actually be a deci-
sion to cease new aircraft production and product improvement.

Termination of the program would involve (i) non-recurring or
"one-time" costs and revenues and (ii) annually recurring costs
and revenues. In each case the costs would greatly exceed the
revenues. Total net termination costs over a five-year period
would be $400-$420 million.

Non-recurring revenues would be derived from the sale of the
inventory of completed aircraft, parts and materials on hand at
the time the program termination decision was taken. Non-
recurring costs would include primarily the costs of (a)
completing nearly-complete aircraft, (b) settling suppliers'
termination claims, and (c) terminating employees. It is
estimated that non-recurring termination costs would exceed
non-recurring termination revenues by between $180 million and
$200 million. ;

Recurring revenues would be received from the sale of spare
parts and service. Recurring costs would consist of the cost
of (a) engineering, technical and field support for the
Challenger fleet, (b) a spare parts and service function, (c)
the portion of the company's fixed overhead which had previous-
ly been absorbed by the Challenger program, and (d) the
interest cost on the non-recurring loss referred to above. The
estimated annual recurring loss following program termination
is approximately $44 million.

A significant part of the non-recurring and recurring losses
attendant upon a program termination are attributable to
Canadair's obligation to make termination payments to suppliers
of material and components. Those payments, which are called
for under Canadair's supply contracts, are designed to compen-
sate the suppliers for the non-recurring costs and inventory
expenses which the suppliers would, but for the program
termination, have recovered over a longer period of supply. It
follows, therefore, that the amount of the payments which
Canadair would be required to make diminishes as program
termination is moved further into the future.

Sale of the Program: In light of the adverse financial impli-
cations of terminating the Challenger program, consideration
was given to the possibility of selling the program to a third
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party. For various reasons which can be discussed in camera
with the Committee, it has been concluded that a sale of the
program is not attractive.

Conclusion: Any forecast of the economic viability: of a pro-
duct involves the use of assumptions as to future conditions.
The reliability of the forecast depends upon the validity of
the assumptions employed. There is always the risk that one or
more of the assumptions will prove to have been overly
optimistic; that risk is present in the case of the assessment
of the incremental viability of the Challenger, even though
every effort has been made to use reasonably conservative
assumptions. Based on CDIC and Canadair's best judgment, the

decision to continue the Challenger program is the proper
commercial one.

It should be noted that all Challengers currently covered by
firm sales contracts will be sold at prices which exceed the
direct production costs of the aircraft. Thus the Challenger
program will make a significant contribution to Canadair's
fixed overhead costs in 1984 and subsequent years and all new
sales will make a profit on a fully allocated basis.
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Challenger Strategies

A. Short-term. The primary objectives for the Challenger

program are to increase the volume of aircraft sales and to
reduce the costs associated with building and selling
Challengers.

The methods for increasing Challenger sales, all of which are
being actively pursued, are the following:

(1)

(ii)

(144}

Eradicate from the marketplace the unfavourable
impression of the Challenger created by the initial
shortcomings of the CL-600. The methods being employed
are (A) improving the CL-600 (by means of modifications
such as winglets, engine improvement packages and new
nosewheel steering gear); (B) advertising and demonstrat-
ing the performance characteristics of the CL-601, and
(c) providing a high level of marketing and service
support for both the CL-600 and the CL-601.

Remove the apprehension in the marketplace that the
Challenger may be discontinued. The methods being
employed are (A) explaining to the media and the customer
community that continuation of the Challenger program
makes good business sense, (B) acting in a manner which
is consistent with continuing the program but
inconsistent with terminating the program (ordering long-
lead items, improving the CL-600 and seeking aircraft
contracts which would involve deliveries over an extended
period), and (C) having Canadair's shareholder take a
decision and announce publicly its determination to
continue the Challenger program and in support of this to
approve a financial restructuring of the campany.

Identify new uses for the Challenger. At present,
canadair and potential customers are jointly examining
the technical feasibility and cost of adapting the
Challenger for use as a cargo plane; as well, the company
is actively exploring with two foreign governments the
use of the Challenger for military and quasi-military
purposes, including airborne early warning systems.



2A : 58

National Finance

15-3-1984

(iv) Give more positive direction to marketing efforts.

The methods for reducing the costs of manufacturing and selling
Challengers are the following:

(1) reduce the cost of component parts of the aircraft
through negotiation of lower component acquisition
prices;

(ii) cut the direct marketing costs; and
(iii) cut overhead and excess production levels.

Negotiations have been held with major component suppliers and
some price concessions have been obtained; discussions are
continuing. Steps have been taken to bring most aspects of the
marketing costs under control. Canadair annualized overhead
was reduced by 25 per cent between January 1 and December 31,
1983. As stated earlier, Challenger production rates have been
brought into line with realistic sales prospects.

B. Medium-to-Long Term. The financial restructuring of
Canadair will end marketplace uncertainty over the future of
the program and will allow the company to pursue a comprehen-
sive marketing strategy. Due to the commercial sensitivity of
our business plans, the longer term strategies for the
Challenger program should be discussed in camera with the
Committee.

1983 Sales Performance

During 1983, Canadair obtained orders for two CL-600s and four
CL-601s. The reasons for that relatively poor performance
are:

(1) the recession of 1982-1983, which recession resulted in
an almost total absence of sales of Challenger-class
aircraft during the first half of 1983; and

(ii) the uncertainty in the marketplace concerning the conti-
nuation of the Challenger program, which uncertainty was
created by unfavourable publicity received by Canadair
and the Challenger during the first six months of 1983.
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Market confidence in the continuation of the Challenger program
is a prerequisite to the successful marketing of the aircraft.
No potential purchaser of any aircraft wishes to buy a plane
which is about to become an "orphan" by reason of the manufac-
turer's discontinuing production. Aircraft purchasers properly
expect that aircraft built under long-term production programs
will enjoy improvements which are developed over the life of
the program; "orphan" aircraft are rarely improved after
discontinuation of production. The earlier-described financial
restructuring of Canadair is intended to be a positive signal
to the marketplace that both Canadair and the Challenger are
here to stay.
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CHAPTER FIVE - CL-215 WATERBOMBER PROGRAM

Product

The CL-215 Waterbomber is the most widely-used firefighting
aircraft in production anywhere in the world today. It is a
twin-engined, multi-purpose aircraft capable of operating from
both land and water. While the CL-215's primary role is fire
fighting, it can also be used for aerial spraying, maritime
patrol, search and rescue and passenger/utility
transportation.

History

The CL-215 was designed and developed in response to a specifi-
cation prepared by a committee of forest fire-fighting experts
established by the National Research Council. Following
program go-ahead in February, 1966, development costs of $17.7
million were incurred, of which $5.2 million was paid by the
federal government by way of a repayable assistance grant under
the Program for Advanced Industrial Technology. The first CL-
215 flight took place in October of 1967; the aircraft obtained
certification in March of 1969.

Sales

While the Waterbomber was developed to appeal to the Canadian
market, it has become an important earner of export dollars.

Of the 74 CL-215s delivered to customers to date, 54 have been
exported. Foreign purchasers of the CL-215 include France,
Spain, Italy, Yugoslavia, Greece, Thailand and Venezuela. 1In
Canada, Quebec, Ontario and Manitoba use the aircraft in forest
protection service. Sales in the period from program go-ahead
to December 31, 1982 amounted to $216.4 million; sales in 1983
totalled $20.7 million.

Current Status

Waterbombers have been built in Series or batches, each Series
comprising 15 to 20 aircraft. Series IV, with 15 aircraft,
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has just been completed; five CL-215s remain in inventory.
Canadair recently received a letter of commitment from a
foreign government for two of the inventory CL-215s; negotia-
tions are ongoing with a number of potential purchasers of the
remaining three aircraft.

In September of 1983, Canadair entered into an agreement with
the federal government to provide a total of 29 CL-215s to the
federal government and a number of provincial governments.
Canadair has commenced production of Series V CL-215s at a rate
of one aircraft per month. The first CL-215 of Series V is
scheduled for completion in September of 1985.

Employment
At present, 100 employees of Canadair are directly occupied

with the CL-215 program. By early 1985 employment on the
program is scheduled to rise to 600 persons.

Program Financial Results

Program development, tooling and start-up costs were written
off by Canadair in the years from 1968 to 1971. Primarily
because of that write-off, Canadair had realized a loss on the
program to December 31, 1982. 1In 1983 Canadair recorded a
profit on its CL-215 activities, leaving a modest net loss on
the program to the end of 1983. 1In 1984, Canadair expects to
record a profit as a result of the sale of the remaining Series
IV CL-215's, which profit will more than offset the net loss on
the program existing at December 31, 1983. The 29 aircraft and
spares to be delivered under the joint federal-provincial
procurement arrangement referred to above will be profitable.

Market

The market for CL-215s is almost entirely represented by
government departments charged with the conservation of
resources, particularly forests. With persistent serious
losses of forests due to fire and insects, there is a
continuing market, limited only by the buyers' financial
resources. There is no comparable aircraft in production or
design anywhere. Other aircraft used for forest fire fighting
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include helicopters and a variety of smaller World War II
vintage aircraft, most of which are not capable of delivering
as much water to a fire as the CL-215.

Waterbomber Strategy

The Waterbomber is a mature product with no real direct
competitor. The recent joint federal-provincial commitment to
purchase 29 Waterbombers over the next four years has provided
Canadair with an opportunity to mount a concerted, long-term
marketing effort directed at achieving:

(i) additional sales of the aircraft to foreign purchasers
for conventional fire-fighting purposes, and

(ii) new sales of the aircraft to domestic and foreign
purchasers for new uses.

Canadair is also now able to examine the technical feasibility
and financial consequences of improving the airplane, primarily
through modification of the aircraft to accept turboprop
engines.

In short, then, Canadair's strategy for the Waterbomber is to
market the aircraft vigorously in its present configuration and
to investigate over the next three years the question of making
significant changes and improvements to the plane.
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The CL-215 is the only aircraft in the world specifically designed to fight forest fires. It is in
widespread use in-the Mediterranean area as well as in North and South America. Its success as 2
firefighter is due to its ability to drop large volumes of water on a fire without loss of time by scoop-
ing from sources near the fire.

The Fire Fighting System

The firefighting installation comprises
two tanks, each with a fiberglass section
above the floor and a lower portion
formed by the hull permanent structure.
The floor of each tank incorporates a
hinged door. The doors can be opened
simultaneously, individually, or in train
by means of a thumb switch on the
pilot's control column,

Two hydraulically operated low drag
probes, mounted behind the hull step,
scoop water and deliver it to the tanks as
the aircraft planes along the water sur-
face. A simple flapper valve prevents
back flow.

; o )
The tanks may also be filled on the
REERGLATS

ground by means of hose adaptors on
either side of the fuselage.

Water Scooping

The CL-215 takes on board its load from
a suitable source of fresh or salt water.
The probes are lowered on the approach,
and power is applied immediately after
touch-down, and is maintained to acce-
lerate to maximum speed while scooping.

When the tanks are full, after about 10 LOW ORAG
seconds, the probes are retracted and o
the aircraft lifts off.

- 1,200 m —»

] (3.948 1) R

—r""_ | WSS
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Water Release

The drop pattern is controlled by varying
speed, altitude and release sequence.
Drops can be made at speeds between 175
km/h (95 kts) and 240 km/h (130 kts).
Normal drop height is 30 m (100 ft.) above
the forest canopy. The diagram illustrates
the drop patterns produced by simul-
taneous and train opening of the doors,
under typical conditions.

The area shown receives a density of at
least 1 litre per sq.m (2 U.S. gal/100
sq.ft.).

Mission Performance

The table below shows the amount of
water that a CL-215 can drop on a fire
each hour it is in action. It carries sufficient
fuel to fight a fire for 4 to 5 hours before
returning to base.

Water Dropped Per Hour
Statute Miles Kilometres
Water to fire distance 5 10 15 5 15 30
Drops per hour 10 6 4 13 6 35
Litres per hour 53,500 | 32.000 | 21,400 | 69.500 | 32,000 | 18.700
U.S. gallons per hour 14,100 8.500 5.600 | 18.300 8.500 4.900

Drop Accuracy

The capability of a fire fighting aircraft to
position its water load accurately is fun-
damental to its overall effectiveness. While
pilot expertise is a major factor in accurate
load placement, aircraft attributes such as
low drop speed, excellent visibility and
high manoeuvrability are also important.

All of these were considered carefully
during the design of the CL-215. As a
result consistently precise drops can be

made safely, even over terrain which is
inaccessible to other aircraft adapted to the
role.

Fire Fighting Availability

As a result of its basic design and simplified
systems, the CL-215 has proven to be an
extremely reliable aircraft in service
capable of operating with a minimum of
maintenance support. It has regularly
achieved close to 100% dispatch avail-
ability throughout the fire season.
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DIMENSIONS
Wing span 2860m (93 ft. 10in.)
Overall length 1982m (65 0.2in))
Overall height (on land) 898m (29ft 55in))
Wing area 100.3 m2 (1.080 sq.ft.)
Cabin
Length 938m (30f.95in.)
Maximum height 190m 6ft 3in)
Maximum width 239m (7 ft. 10 in.)

DESCRIPTION

The CL-215 is a twin-engine amphibious flying boat used primarily for the purpose of firefighting from the air. It has
integral tanks with a water capacity of 5,346 |. (1,410 U.S. gal.)

The engines are the well-proven Pratt & Whitney R-2800 series producing 2,100 BHP each on take-off.

PERFORMANCE !in firefighting operations)

Cruise speed at 3,000 m (10,000 ft.)
Firefighting circuit speed (average)
Stalling speed. 15° flap. 19.731 kg

143.500 Ib.)

Take-off distance

Land. 19.731 kg 143.500 Ib.)

Water. 17,100 kg

Landing distance
Land. 15603 kg

37.700 b.)

(34400 b )

Water. [6.783 kg (37.000 Ib )

Scooping distance (including safe

clearance hewght)

304 km/hr 164 kts
241 km/hr 130 kts

144 km hr 78 kts

707 m (2.320 f1)
799 m (2.620 ft)

733 m (2.405 &
835 m 12.740 )

1.200 m (3.940 f)

Rate of climb. SL. 19.731 kg
{43.500 |b.) max. continuous power 305 m/mun (1,000 ft./min.)

Ferry range. 450 kg. (1.000 b.}
paylcad

Fuel consumpnon (typical)

2.965 km (1.600 n.m)
727 litres/hr. (192 U S gal 'hr )

WEIGHTS lin firefighting operations)

12.672 kg. (27.938 Ib.)
19.731 kg. (43.500 Ib.)
15,195 kg. (33.500 b.)
19.731 kg. (43,500 Ib.)
5.443 kg. (12.000 b.)
4,246 kg. ( 9.360 Ib)
+325q - 104

Typical operating weight empty
Max take-off weight (land)
Max prescooping weight

Max  afterscooping weight
Max payicad

Max fuel lcad

Design limit load factor
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CHAPTER SIX - SURVEILLANCE DRONE PROGRAMS

Surveillance drones are intelligence-gathering unmanned
vehicles employed by the military in battlefield and other
situations. The surveillance drone programs at Canadair
represent one of the most promising business and technology
opportunities available to the company. Canadair is recognized
worldwide as possessing the most advanced technology and
systems engineering capability in this field. Canadair's
capacity has attracted joint venture participation by leading
European aerospace companies and proposals by U.S. aerospace
companies. The need for battlefield surveillance systems is
now widely recognized with the result that significant future
demand is expected, largely in export markets. Canadair has a
strong base for future growth in this key product as a world
specialist.

A. CL-89 PROGRAM

Product

The CL-89 is a system consisting of reusable, jet-propelled,
pre-programmed missiles (drones) and related launch, recovery
and maintenance equipment. The system is used at the army
division commander level to obtain photographs of enemy
positions. A drone is launched on a pre-selected course,
photographs are taken by the drone during its flight and the
drone then returns to a selected recovery area for re-use.
Most information on the CL-89's performance capabilities is
classified.

History

The CL-89 system was developed by Canadair between 1961 and
1968 at a cost of $34.6 million. The cost was borne in equal
amounts by the governments of Canada, West Germany and the
United Kingdom.
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Sales

Since 1968, 20 CL-89 systems (including over 500 drones) have
been delivered to the armed forces of West Germany, the United
Kingdom, Italy and France. Sales in the period from production
start-up to December 31, 1982 totalled $185 million. Although
no CL-89 systems have been or will be delivered in 1983, sales
of spare parts totalled approximately $5 million for the year.

Current Status

Although no CL-89 systems are currently in production, Canadair
recently provided to an existing system user, at the user's
request, a proposal to supply between 20 and 25 drones.

Employment
At its peak of production, the CL-89 program employed 500

persons; currently, only 20 employees work directly on the
CL-89.

Program Financial Results

During the CL-89 program's l5-year production period (1968-
1982), Canadair's profits from the program were substantial.
For 1983 profits from system support activities were modest.

Market

A surveillance drone system such as the CL-89 constitutes a
relatively inexpensive method of gathering intelligence. It

is expected that a market for such systems will persist
indefinitely. A number of governments have recently expressed
interest in acquiring CL-89 systems.

CL-89 Strategy

The CL-89 is a mature product which will continue to be profit-
able for Canadair by virtue of (i) new sales of complete
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systems and (ii) the continuing sale of replacement equipment
to existing owners of the product. Canadair's strategy is to
promote the sale of the product in its present configuration
because, in view of Canadair's other surveillance systems,
there is no scope for significant improvement to the CL-89.
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B. CL-289 PROGRAM

Product

Like the CL-89 the CL-289 is a system of reusable, jet-
propelled, pre-programmed drones and related launch, recovery
and maintance equipment. The CL-289 represents state-of-the-
art technology; it provides greater range than the CL-89 and
also supplies "real time" data transmission. It is a system
designed to meet the battlefield intelligence requirements of
the 1980s army corps commander.

History

In the early 1970s Canadair was asked by the government of West
Germany to develop a proposal for a drone system based on the
CL-89 concept but having greater range. In 1973, Canadair
joined with Dornier, a West German firm, to prepare the
proposal and, ultimately, to develop the system which became
known as. the CL-289. Initially, funding for the system
development was provided by the governments of Canada and West
Germany; in 1976, the government of France joined the program
and agreed to fund French industry in developing the CL-289's
data link and infra-red line scanner.

Current Status

The CL-289 drone and its related ground equipment have reached
an advanced stage of development. The next phase in the
program is the completion of the final development tasks and
the preparation of facilities and tooling for the commencement
of production in 1986. To date, approximately $140 million has
been expended on the program; a further $100 million will be
required to complete the next phase.

As stated earlier, program funding has been and will be shared
between Canada, West Germany and France in accordance with
international agreements. Canadair, as the main contractor,
has carried out approximately one-half of the development
work.
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Employment

At present the CL-289 program employs 120 persons at Canadair.
When production of the system begins, it is expected that
approximately 500 Canadair employees will be involved in the
program.

Program Financial Results

All development and pre-production work on the CL-289 program
is carried out by Canadair on a cost-recovery basis; accord-
ingly, no investment has been required of Canadair and no
profit or loss has been recorded on the program.

Market

As is the case with the CL-89, a surveillance drone system such
as the CL-289 is an efficient, safe and relatively inexpensive
method of gathering intelligence. For that reason, Canadair
expects that the market for such systems will be active for
many years to come. Based on expressions of intention by
potential purchasers of the system, CL-289 sales of $200
million are forecast for 1986-1987.

CL-289 Strategy

Canadair plans to give strong support to the CL-289 so that its
significant market potential can be realized. However, the
details of Canadair's strategy with respect to the CL-289 are a
matter which can be discussed in camera with the Committee.
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C. CL-227 PROGRAM

Product

The CL-227 is a system consisting of a small, remotely-
controlled, helicopter-like air vehicle and related ground
support and maintenance equipment. The air vehicle, which is
driven by two counter-rotating propellers, takes off and lands
vertically, flys horizontally and hovers. The vehicle is
capable of carrying a variety of sensors, including television
and infra-red cameras which transmit "real time" data to a
ground receiving station. The CL-227 has attracted active
interest from the military in the U.S. and Canada as well as
sparking interest on the part of U.S. aerospace companies in
possible joint ventures.

History

Canadair developed the concept of the CL-227 in 1968 in
response to a perceived requirement for a short-range battle-
field surveillance system. In 1972 the government of the
United Kingdom funded a Canadair feasibility study of the
concept. The Government of Canada initiated funding support
for technology development in 1978. Since that time, more than
380 flights have been conducted and the system has been demon-
strated to officials of NATO and the United States Army. To
date, $8 million has been spent in designing the CL-227 system
and building and flying the prototype vehicles. Approximately
50 per cent of that $8 million was provided by the Government
of Canada; the other 50 per cent was provided by Canadair.

Current Status

Although the CL-227 system is still in the early stages of its
development, the system gives Canadair a significant techno-
logical lead over Canadair's competitors in the surveillance
drone field. 1If Canadair is to maintain and exploit that lead,
the development of the CL-227 system must be expedited.
Canadair estimates that the system could be fully developed by
1986, but the estimated development costs are substantial. The
1983-84 Supplementary Estimates contain $23 million for further
CL~-227 development funding. A major development effort would
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entail cost approaching $130 million and would permit
production of the CL-227 system to commence in late 1986 or
early 1987.

Employment
At present the CL-227 program employs 30 engineers. In full

production, the program would occupy approximately 600 Canadair
employees.

Program Financial Results

As indicated above, Canadair has spent approximately $4 million
of its own funds in developing the CL-227, all of which has
been expensed as research and development costs. The program
has produced no revenues and will produce none unless and until
full-scale production of the system is undertaken.

Market

It is our view that a significant, world-wide market exists for
a system having the performance capabilities of CL-227.

That view is supported by the fact that comparable systems are

currently being developed by competitors in the United States,

the United Kingdom, West Germany and France.

CL-227 Strategy

Canadair's strategy with respect to the CL-227 covers the fund-
ing of development and pre-production costs, the production of
hardware and the marketing of the system. The strategy in each
of these areas is highly confidential and should, therefore, be
discussed in camera with the Committee.
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canadair

AIRBORNE SURVEILLANCE SYSTEMS

4

Canadair's family of unmanned airborne surveillance systems is designed to meet specific
intelligence gathering needs of military commanders on the modern battlefield.

Program Milestones: CL-289 Program Milestones: CL-89
First flight 1980 In service 1972
Troop trials complete 1983 Product improvements 1985
In service 1987 Service life 2000

Program Milestones: CL-227
First flight 1980
Troop trials 1985
In service 1987

FACT SHEET
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1) CL-289 (NATO designation AN/USD-502)
Airborne Surveillance Drone System (Unmanned)

Designed to meet extended range needs for timely and accurate battlefield intelligence, the CL-289 is be-
ing developed jointly by Canadair and Dornier GmbH of Germany. La Société Anonyme de Télécom-
munications (SAT) of France is developing the infra-red line scan (IRLS) sensor and data link. The
navigation system is by Canadian Marconi and Dornier. The sustainer engine is by Kléckner-Humboldt-
Deutz AG (KHD).

The system consists of reusable air vehicles plus related ground support and operational maintenance
equipment.

The air vehicle carries both photographic and IRLS sensors. Real-time IRLS imagery is provided by a
data transmission link.

The air vehicle is launched from a mobile zero-length launcher by a rocket booster. Thrust for sustained
flight is provided by a turbojet engine. The navigation system includes a doppler velocity sensor and an
onboard digital computer. The air vehicle homes to a ground beacon is slowed by a drogue parachute
and lowered by a main parachute. Automatically inflated airbags absorb landing impact.

SYSTEM DATA
Air Vehicle .

Dimensions
Length overall (excl. air distance measuring unit)

with booster 468m 15ft. 4in
without booster 361lm 11ft 10in
Body diameter 038m 1ft 3in
Wing span 1.32m 41t 4in

Performance Data Classified
DESCRIPTION
Weight and Body
Cylindrical metal body with curved nosecone and tapered tailcone.
Wings and Canards

Four tapered stub wings in cruciform arrangement at 45° to vertical and horizontal centrelines. Upper
pair is ejected when air bags are inflated. Aileron on LH upper and RH lower wings: two pairs of
canards on vertical and horizontal centrelines control pitch and yaw. Dorsal canard ejected when air-
bag inflated.

Sustainer Engine

One 1.07 kN (240 Ib.) thrust KHD T117 turbojet. Single-stage centrifugal compressor. annular
reverse-flow combustor, single-stage turbine. Length 77 cm (30.3 inches), max. diameter
32.9 cm (13.7 inches), weight 22.8 kg (50.3 Ib.).

Booster

One 32.0 kN (7200 Ib.) max. thrust Bristol Aerospace booster rocket motor, jettisoned after launch.
Weight 44 kg (97 Ib.).
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2) CL-89 (NATO designation AN/USD-501)
Airborne Surveillance Drone System (Unmanned)

The CL-89 was designed by Canadair to meet the medium range needs on the modern battlefield. The
system consists of reusable air vehicles plus related ground support and operational maintenance equip-
ment. The air vehicle carries either a photographic or infra-red line scan sensor. It is launched from a
zero-length launcher by a rocket booster and powered in flight by a turbojet engine. Flight path. altitude
and sensor on/off commands are controlled by a preset programmer which receives information from an
onboard air distance measuring unit. The vehicle homes to a ground beacon and is recovered on a two-
stage-parachute system. Automatically-inflated airbags absorb landing impact.

SYSTEM DATA

Air Vehicle
Dimensions Weights
Length overall
(excl. air distance measuring unit) Weight dry (less fuel. oil. payload) 78.2 kg 1724 b
with booster 373m 12ft. 3in. Payload 17-20 kg 37 5-44 b
without booster 260m 8ft 6.5in. Max. launch weight with booster 156 kg 343 Ib.
Body diameter 033m 1ft. 1in. Max. launch weight without booster 108 kg 238 Ib
Wing span 094m 3ft. lin.
Canard span 048m 1ft.7.3in.
Performance
Max. speed 400 kts 741 km/h 460 mph
Max. altitude 3000 m 10.000 ft
Max. range 140 km 75 n.mi. 87 sta.mi. (with extended range tank)
DESCRIPTION
Body

Cylindrical metal body. Curved nosecone, tapered tailcone. Three detachable dorsal packs for forward
and rear airbags and flare container. Two detachable ventral packs for sensor equipment and
parachute recovery system.

Wings and Canards

Four rectangular stub wings in cruciform arrangement at 45° to vertical and horizontal centrelines. Up-
per pair fold when airbags inflated. Ailerons on LH upper and RH lower wings. Two pairs of canards
on vertical and horizontal centrelines control pitch and yaw.

Sustainer Engine

One 0.56 kN (125 Ib.) thrust Williams Research WR2-6 turbojet. Single-stage centrifugal compressor.
annular reverse-flow combustor, single-stage turbine. Length 57.9 cm (22.8 in.), diameter 27.4 cm
(10.8 in.), weight 13.6 kg (30 Ib.).

Booster

One 22.3 kN (5000 Ib.) average thrust Bristol Aerojet Wagtail booster rocket motor, attached to body
by three V-shaped thrust arms and cable, and jettisoned 2.5 seconds after launch.

Equipment

Engine-driven alternator provides electrical power in flight. Photographic sensor, Carl Zeiss KRb
8/24C camera system. Infra-red line scan system, British Aerospace Dynamics Type 201. Twelve
photoflares.

<t
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3) CL-227 Unmanned Airborne Surveillance and Target Acquisition System

The CL-227 is a Canadair-designed. medium range system consisting of a remotely piloted air vehicle
(RPV) plus ground support and maintenance equipment.

The air vehicle can take off and land vertically, translate to horizontal flight. and hover. It is highly sur-
vivable due to its very low noise level, small size and low radar signature. Its sensor transmits real-time
data.

The air vehicle can be launched from a platform mounted on a truck or a small ship. Two contra-rotating
rigid propellers mounted amidships provide lift and attitude control. During recovery the vehicle is winched
onto the landing platform or can be landed free onto the ground.

SYSTEM DATA
Air Vehicle
Dimensions ~ Weights
Height (including landing gear) 1.64 m 5 ft. 4in.  Fuel 37kg 8llb.
Body diameter 064m 2ft 1in. Payload 31kg 681b.
Rotor disc diameter 254m 8ft. 4in. Max. take-off weight 154 kg 339 Ib.
Performance (estimated)
Max. level speed 130 km/h
Max. operating altitude 3000 m 9843 ft.
Typical operating radius 50 km
Typical mission endurance 2 to 3 hours
DESCRIPTION
Body

Hourglass-shaped. Upper sphere houses the power plant; lower sphere, the sensors and autopilot.
Power Plant

The air vehicle is powered by a Williams International (WR34) gas turbine engine.

Equipment

TV camera or infra-red sensor and laser designator.
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CHAPTER SEVEN - SUBCONTRACT COMPONENT MANUFACTURE

Subcontract work is a significant part of the overall activity
of Canadair, providing employment for about one quarter of the
company's workforce in 1983. Canadair's subcontract work
reflects the company's international reputation for high-
precision engineering and manufacturing performed under strict
requirements to meet high-standard quality controls within
negotiated budgets. 1In view of the fact that Canada is a major
purchaser of foreign-made military and civilian aircraft, and
that Canada's strategy is to obtain major subcontract offsets
in connection with these purchases, the existence of this
capacity at Canadair is of importance to the country as well as
to the company. A subcontact capacity of the level possessed
by Canadair will enable the company to participate in
international joint ventures which are becoming a factor of
growing importance in the world aerospace industry.

A. BOEING 767 AFT FUSELAGE

Product

Canadair builds the rear fuselage section of the Boeing 767
airplane. The section is a truncated cone 31 feet (9.5m)

long and 15 feet (4.6m) in diameter at the forward end tapering
to a diameter of 2 feet, 6 inches (0.76m) at the aft end. The
assembly includes the pressure dome bulkhead, vertical stabili-
zer mounting structure, horizontal stabilizer pivot bulkheads,
screwjack mounting structure and the auxiliary power unit
mounting.

History

In February of 1979, Canadair received an initial contract from
Boeing for 200 shipsets plus an option for a further 100
shipsets. Tooling started in June of 1979 and the first
shipset was delivered in October of 1980. A peak production
rate of 4 shipsets per month was reached during 1982.
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Sales

To December 31, 1983, 89 shipsets had been delivered by
Canadair to Boeing. For the period from program start-up to
December 31, 1982, sales aggregated $58.6 million. Sales for
1983 totalled $22.2 million.

Current Status

Canadair is currently producing Boeing 767 components at the
rate of 3 shipsets per month.

Employment

At present, 380 Canadair employees are occupied with the Boeing
767 program.

Program Financial Results

Because the program is still in its early stages, no profit or
loss has been booked on the shipsets delivered to date. The
balance of sales on the initial order is forecast at $56.8
million in the period from 1984 to 1986. Canadair expects to
begin booking a modest profit on the program, commencing in
1984.

Deliveries under the option quantity of 100 shipsets are
projected to begin in 1986; forecast sales for 1987 and 1988
are $61 million with additional forecast profit.

Market

There is no market or competition for Canadair's 767 components
other than Boeing. Canadair's market prospects for those
components depends entirely upon Boeing's success in marketing
the aircraft. To the present time, Boeing has announced 182
sales of 767's.
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B. LOCKHEED P-3C ANTI-SUBMARINE AIRCRAFT COMPONENTS

Product

Canadair manufactures outer wing boxes, stub wings, aft
fuselages, forward and aft radomes and main electrical load
centres for the Lockheed P-3C anti-submarine aircraft.

History

Canadair was awarded the component contract in August of 1976
and the first component was delivered in June of 1977.

The Canadian Armed Forces purchased 18 P-3C aircraft from
Lockheed which were delivered between 1980 and 1982. 1In
Canada, the aircraft is known as the Aurora CP-140. Canadair
also produced wing tips, storage racks and aircraft system
maintenance trainers for the Auroras.

Sales

By December 31, 1983, 110 shipsets had been delivered of the
126 currently on order. Sales for the period from program
start-up to the end of 1982 totalled $109 million. Sales for
1983 were $16 million.

Current Status

Canadair is currently producing P-3C components at the rate of
1 shipset per month.

Employment

At present, the P-3C program occupies 390 Canadair employees.
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Program Financial Results

Canadair experienced some difficulties with the P-3C program in
its early stages and, as a result, a small loss was incurred

on the program to December 31, 1982. A profit was achieved in
1983. For the period from 1984 to 1987. Canadair anticipates
a modest profit on forecast sales of $51 million.

Market

Lockheed represents the only market for Canadair's P-3C
components. The only competitor equipped and tooled to build
those components is a Japanese company. As is the case with
Canadair's Boeing 767 component program, Canadair's prospects
for selling Lockheed P-3C components are tied to the success
achieved by the airframe manufacturer in marketing the
aircraft.

C. LOCKHEED C-5B MILITARY TRANSPORT AIRCRAFT COMPONENTS

Product

Canadair has contracted with the Lockheed Georgia Company to
produce 50 shipsets of leading edge slats and tracks, leading
edge ribs and moving islands, ailerons and aft cargo doors for
the C-5B military transport.

History

Canadair built 81 shipsets of components for the Lockheed C-5A
program between 1966 and 1972, and retained the tooling. In
February of 1983, Canadair signed the current contract with
Lockheed for the manufacture of the above-mentioned 50 shipsets
over the next six years.

Sales

Sales of C-5A components in the period 1965 to 1972 totalled
$142.7 million. Sales of C-5B components under the current
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contract are estimated at $197 million in aggregate.

Current Status

Production commenced in August, 1983. Work is progressing on
schedule with first delivery planned for March of 1985.

Employment

A total of 140 Canadair employees are now involved with the
C-5B component program. The number of employees working on the
program will peak at 800 in 1987.

Program Financial Results

Canadair incurred a loss on the C-5A program, primarily because
of the high level of engineering changes made in the aircraft
when it was first introduced. A profit (in excess of the C-5A
loss) is forecast on the 50 shipsets of C-5B components
scheduled to be delivered by the end of 1988.

Market

There is no market or competitor for Canadair's C-5B components
other than Lockheed. Delivery of the 50th and final shipset is
scheduled for 1988, following which only "spares" sales are
foreseen.

D. McDONNELL F-18 NOSE BARREL

Product

Canadair manufactures the foreward fuselage nose barrel
assembly for the F-18 fighter aircraft.
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History

In June of 1981, Canadair received an initial order for 16
shipsets; an additional order for 44 shipsets was awarded to
Canadair in January of 1983. The first shipset was delivered
in April, 1983.

Sales

By December 31, 1983, 13 shipsets of F-18 nose barrel
assemblies had been delivered by Canadair. Sales under the

program to the end of 1983 were $12.6 million. Sales potential
between 1984 and 1994 is estimated at $80 million.

Current Status

Canadair is now building F-18 assemblies at the rate of 3
shipsets per month.

Employment

The F-18 program occupies 140 Canadair employees.

Program Financial Results

To date, no profit or loss has been recorded on the F-18
program. A profit is forecast for the period 1984 to 1988.

Market

There is no market or competitor for Canadair's F-18 nose
barrel assembly other than McDonnell. A total of 254 F-18
aircraft have been ordered from McDonnell; Canadair's future
production of F-18 components will depend directly on
McDonnell's success in selling the aircraft.
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E. OTHER SUBCONTRACTS

Canadair manufactures various other less significant components
and machined parts for other aircraft manufacturers. Total
sales for 1983 are estimated at $16.5 million and a reasonable
profit is forecast. Canadair employs 60 persons in the
production of those components and parts.

F. SUBCONTRACT COMPONENT STRATEGY

General

Canadair's major medium-term objective is to assure the
company's access to an adequate volume of subcontract work
which the company is competent to perform on a profitable
basis. The success of Canadair in securing additional
component subcontracts will turn on several factors, the most
significant of which are the following:

(i) Volume of Available Work

The level of activity in the world-wide aerospace
sector will, of course, influence the volume of
component work which Canadair may reasonably expect
to secure.

(ii) Industrial Competitiveness

Purely in terms of technological competence and
price, Canadair must be competitive with other
aerospace manufacturers in the world.

(iii) Domestic Military Purchases

Canadian military purchases of foreign-built aero-
space products have frequently been accompanied

by awards of "offset" component manufacturing
contracts to Canadair and other Canadian aerospace
companies. The magnitude and nature of such
purchases in the future and the vigor with which
the Canadian government and Canadair pursue the
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available offset contracts will impact directly on

the component manufacture contracts available to
Canadair.

(iv) Domestic Commercial Purchases

The comments made above concerning Canadian
military purchases of foreign-built aerospace
products apply to some lesser degree to Canadian
purchases of foreign-built commercial aerospace
products.

(v) Pre-Selection of Suppliers

The development and manufacture of new aircraft
are, with increasing frequency, being undertaken
by international consortia, each of which usually
consists of a lead manufacturer and suppliers of
major components. Suppliers are required to make
risk (equity) investments in the consortia. A
supplier tends to be selected for inclusion in such
a consortium partly on the basis of his participa-
tion in the project risk, partly on the basis of of
the supplier's industrial competitiveness and
partly on the basis of the market access which the
supplier's participation can make available to the
consortium. The extent to which Canadair is
included in or excluded from such consortia will

be an important determinant of the volume of future
component work secured by Canadair.

Strategies

Canadair cannot expect to influence the world-wide level of
aerospace activity or the magnitud? of Canadian purchases of
foreign-built military and commercial aerospace products.
Further, the relatively low availability of funds for refearch
and development in Canada means that Canadair cannot aspire to
those levels of technological sophistication posse§s?d by
manufacturers in countries where the umbrella of military ‘
spending subsidizes new projects without regard to industrial
and commercial measures of profitability. There are, however,
strategies available to Canadair by which the other factors
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referred to above can be influenced in Canadair's favour.
Those strategies are as follows:

()

(ii)

Industrial Competitiveness

Canadair's current high level of technological
competence is attributable in part to the modern
equipment utilized in Canadair's plants and in part
to the ongoing research, development and training
programs at Canadair. The decision to proceed with
the Challenger led to a significant upgrading in
Canadair's engineering and manufacturing capacity.
The company can maintain its position and
reputation as a reliable subcontractor by
continuing to spend relatively modest amounts of
money on equipment and on research, development and
training. Further, the company can continue to
stress internally the need to meet its subcontract
obligations in a timely manner, thereby requiring
Canadair personnel to maintain subcontract perform-
ance and efficiency at a high level. Finally, the
company can pursue new component manufacture work
involving increasingly complex technology; obtain-
ing such work will facilitate the upgrading of
Canadair's technological capabilities in the
subcontract area.

Pre-Selection of Suppliers

Canadair can seek membership in various interna-
tional aerospace consortia by investing risk
capital in such consortia and by exploiting the
fact that Canada is a significant market for
aerospace products. Canadair will require the
assistance of Canadian governments in carrying out
this strategy; the governments may be called upon
to assure foreign-based consortia of the govern-
ment's interest in promoting Canadian usage of
products at least partly built in Canada. Canadair
can promote and participate in joint efforts by
Canadian aerospace companies and government to
develop to the maximum the "clout" which Canada has
in extracting from foreign manufacturers work
commitments in view of the significant size of the
Canadian marke*.
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(iii)

Domestic Military and Commercial Purchases

While Canadair cannot influence the magnitude of
Canadian purchases of foreign-produced aerospace
products, Canadair can press Canadian federal and
provincial governments and government agencies to
insist on Canadian industrial offsets as a precon-
dition to such purchases. Canadian governments are
already inclined to seek such offsets; Canadair's
strategy will be to identify for government the
desirable offset work which can properly be per-
formed in Canada. "Desirable offset work" might
well prove to be work concentrated on the same
component in several different aircraft (for
example, fuselage construction), which work could
permit Canadair to develop a specialty in which it
would enjoy a higher degree of efficiency.
Canadair will also work more closely with the
Canadian Department of National Defence for the
purpose of understanding the Department's require-
ments, assisting the Department in developing the
specifications for required new products so as to
facilitate Canadian opportunity and, ultimately,
providing those products. Canada should try to
participate with those countries which make signi-
ficant investments in aerospace. In the case of
the U.S. military and space programs, Canadian
companies may have a geographic advantage over
firms outside North America: as a matter of
policy, almost all U.S. military and space program
requirements are sourced in North America.
Canadair will seek access to those programs,
probably through association with U.S. suppliers.
But there will be opportunities to participate in
programs in other parts of the world as well.
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canadair

MAJOR CURRENT SUB-CONTRACTS

GENERAL

The largest sub-contract in Canadair's 39-year
history is the manufacture and supply of the rear
fuselage section for Boeing's new 767 jetliner.

The Boeing 767 is designed to carry over 200
passengers and 40,000 pounds (18,145 kg) of
cargo and baggage, over a distance of 3.000
miles (4,800 km), at a cruising speed of 530 mph
(850 km/h). The aircraft is 159 feet (48.5 m)
long and has a wing span of 156 feet (47.5 m). It
is powered by two Pratt and Whitney JT9D or
General Electric CF6 engines.

PROGRAM MILESTONES

IBBHCOTHYREE! . oo - a5 e s 2 February 1979
Toolingstart . .................. June 1979
Firstdelivery . . . .............. October 1980

BOEING 767

CONTRACT ITEM

The contract contains provisions for an initial 300
shipsets of the rear fuselage, know as Section 48.
Section 48 is a truncated cone 31 feet (9.5 m)
long, 15 feet (4.6 m) in diameter at the forward
end, tapering to 2 feet, 6 inches (0.76 m) at the
aft end. It includes the pressure dome bulkhead.
vertical stabilizer mounting structure. horizontal
stabilizer pivot bulkheads and screwjack mounting
structure, as well as the auxiliary power unit
mounting.

Assembly of the 767 parts is taking place at the
Canadair assembly plant at Dorval International
Airport, approximately 4 km from Canadair’s
main plant in Ville Saint-Laurent.

FACT SHEET
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GENERAL

Canadair will produce a number of components
for the C-5B military transport under licence from
Lockheed-Georgia Co.

Between 1966 and 1972, Canadair was sole
source of various major components for the C-5A
Galaxy under a contract with Lockheed-Georgia
Co. Canadair is presently producing C-5A slats,
slat tracks and ailerons under a spares contract
with the U.S. Air Force.

LOCKHEED C-5B

PROGRAM MILESTONES

Program go-ahead. . . . . .......February 1983
Production start scheduled . . . . September 1983
First component delivered :

aft cargo door scheduled . . . . December 1984

CONTRACT ITEM

The components covered by the C-5B contract
are: leading edge ribs and moving islands,
leading edge slats and slat tracks, ailerons and aft

cargo
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GENERAL

Canadair is producing a number of components
for the Lockheed P3C Orion long range maritime
patrol aircraft.

The Canadian Forces operates a version of the
P3C known as the CP-140 Aurora. Canadair
manufactured eight components for each of the
18 Auroras purchased by the Canadian govern-
ment as well as five Aurora aircraft systems
maintenance trainers for the Canadian Forces.

LOCKHEED P3C ORION

B

PROGRAM MILESTONES

Canadair contract go-ahead . . . . .. August 1976
Productionstart. ... ......... November 1976
First component delivered:

forwardradome . . . ............ June 1977

First maintenance trainer completed . . June 1979
Last maintenance trainer delivered . . . Jan. 1980

CONTRACT {TEM
Canadair produces outer wing boxes, stub wings,

aft fuselages, forward and aft radomes and main
electrical load centres for the P3C.

GENERAL

In June 1981, McDonnell Douglas awarded
Canadair a contract to produce fuselage nose bar-
rel assemblies for the F/ A-18A strike fighter.

PROGRAM MILESTONES
Initialcontract . ........ ....... .. June 1981
Biatdeluery ... oo b April 1983

McDONNELL DOUGLAS F/A-18A

CONTRACT ITEM

The F/A-18A fuselage nose barrel is the portion
of the fuselage immediately forward of the cockpit
and houses the aircraft's radar and 20 mm gun.

The total program is estimated at several hundred
units.
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GENERAL

The U.S. Air Force Grumman EF-111A is
designed and built around the General Dynamics
F-111 airframe. substantially modified to fulfill the
Tactical Jamming System role.

Canadair designed and built the vertical stabilizer
and rudder for the F-111 aircraft, and is also the
sole source for F-111 wing pivots and wing carry-
through fittings.

GRUMMAN EF-111A
PROGRAM MILESTONES

Initial contract .. ................. .. 1979
Firstdelivery. . . ............... August 1980
CONTRACT ITEM

One of the major modifications to the F-111 was
the new vertical stabilizer topped with an antenna
pod. This component is built by Canadair under
contract to Grumman.

GENERAL

Canadair is manufacturing components for the
F-15 Eagle under sub-contract to McDonnell
Douglas.

PROGRAM MILESTONES

Initial contract . ............ .. ... .... 1974
Firstdelivery. . .................. May 1975

MCDONNELL ADOUGLAS F-15 EAGLE

CONTRACT ITEMS

A number of aluminum F-15 Eagle parts are
presently in production; all entail close-tolerance
machining from solid billets or forgings.

The items include sculptured aluminum bulk-
heads and other frames. Current contracts call for
Canadair to make a total of 1,986 individual
parts.

36724-5
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RENSEIGNEMENTS SUR LA COMPAGNIE

Canadair Limitée, avionneur d'envergure internationale, a connu 40 ans
d'excellence et de progrés technologiques. Toutefois, sa viabilité
commerciale a €té remise en question & cause d'importantes pertes
relatives au programme de 1'avion d'affaires Challenger et & la valeur
rette négative qui en a résulté. Ce rapport met en lumidre les mesures
prises en 1983 pour réorganiser la direction et les activités de la
Compagnie, dans le but de rendre celle-ci plus performante. Il présente
aussi la restructuration financiére prévue pour 1984 qui vise 3 redonner &
Canadair un statut d'entreprise autonome et rentable, un tilan positif et
une autosuffisance par rapport aux crédits accordés par le Parlement.
Ensemble, la réorganisation de 1983 et la restructuration financiére de
1984 devraient fournir & Canadair les bases d'une croissance saine,
stabiliser 1'emploi, contribuer @ augmenter les exportations ainsi

qu'offrir de nouvelles occasions d'affaires 3 de nombreux sous-traitants
et fournisseurs.

Le premier chapitre du rapport traite des principales mesures de 1983:
remaniement de la direction par le départ de quatre cadres supérieurs et
la réduction du nombre de vice-présidents de 22 & 12; compression de 25 %
de 1'effectif de la Compagnie; coupure du taux de production de 1'avion
d'affaires Challenger pour écouler les stocks et diminuer d'autres
dépenses; instauration d'un contrile budgétaire plus sévdre et
réorganisation du service de vérification interne et révision des
techniques de mise en marché en vue d'augmenter le volume des ventes.
Bien oue bon nombre des économies attribuables & ces mesures ne seront pas
réalisées avant 1984 a cause des indemnités de licenciement et d'autres
dépenses, le déficit d'exploitation brut de Canadair est passé a

83 800 000 $ en 1983, par rapport & 145 100 000 $ en 1982.

Le deuxiéme chapitre du rapport traite des résultats financiers de 1983.
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Le troisidme chapitre porte sur la restructuration proposée pour le
capital de la Compagnie de méme que sur son mode de financement. Pour que
Canadair obtienne un succés commercial, elle doit redevenir une entreprise
financiérement autonome, ce qui suppose une révision préalable de sa dette
et de ses capitaux propres. C'est seulement de cette facon qu'elle
redonnera confiance au marché des avions de haute technologie, des
composants d'avion et des syst2mes de reconnaissance. A cette fin, la
CDIC créera une nouvelle société Canadair & laquelle la Compagnie actuelle
cédera tous ses éléments d'actif. Cette nouvelle société portera le nom
de Canadair. Toutefois, cette cession ne réduit pas la dette de

1 350 0CC 000 $ de la société Canadair actuelle, créance qui colte
maintenant prés de 160 000 000 $ par année. La dette deviendra la
responsabilité de 1a CDIC. Une fois la réorganisation terminée, Canadair
aura ure valeur nette positive d'environ 160 000 000 $ et ne devrait pas
avoir besoin dans les années & venir d'autres crédits du Parlement pour
couvrir les frais d'exploitation ou les intéréts débiteurs des prograrmes
en cours.

Le quatrime chapitre porte sur le programme de 1'avion d'affaires
Challenger. Le Challenger est considéré comme 1'avion d'affaires le plus
avancé de sa catégorie sur le plan technique. Selon une &valuation
prudente, Canadair croit qu'elle peut vendre avec profit, aux prix
actuels, 15 Challenger par année. Ce chapitre traite donc de la mise en
marché et des autres objectifs du programme.

Le cinquiéme chapitre traite du programme de 1'avion-citerne de Canadair.
Cet appareil est actuellement le seul de sa catégorie construit dans le
monde. I1 constitue une importante source de revenus d'exportation, plus
de 70% de la production ayant &té exportée jusqu'3d ce jour. Actuellement,
la Compagnie détient un contrat fédéral-provincial pour la fabrication de
29 appareils et cherche d'autres débouchés sur les marchés étrangers.

Le sixiéme chapitre porte sur le programme des engins de reconnaissance
aérienne té&léguidés. Canadair joue un rdle prépondérant dans ce domaine
technologique et son importance s'accroTtra grdce aux fonds de
développement de 23 000 000 § prévus dans le budget supplémentaire de
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1983-1984. La production de 1'engin de reconnaissance CL-289 de Canadair
devrait débuter en 1986 et créer alors 600 emplois. I1 s'agit d'une
entreprise menée conjointement avec des sociétés aérospatiales de
1'Allemagne et de la France. L'engin de reconnaissance CL-227, qui n'est
pas 3 un stade de développement aussi avancé, pourrait créer un nombre
semblable d'emplois d'ici @ 1986. Des services militaires européens et
américains ont manifesté un grand intér&t pour ces programmes qui sont
considérés comme une source importante de b&néfices, de revenus
d'exportation et d'emplois pour 1'avenir.

Le septiéme chapitre traite du rOle de Canadair en tant que producteur
expérimenté de gros composants d'avions. Canadair exécute des
sous-traités civils et militaires pour Boeing, McDonnell-Douglas, Lockheed
et Grumman. Ce chapitre présente les principaux sous-traités actuels -
tous rentables - et propose des solutions pour 1'expansion du secteur de
la sous-traitance a Canadair.
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CHAPITRE PREMIER - MESURES PRISES EN 1983

Quand le gouvernement du Canada a acheté Canadair Limitée en 1976 de la
société américaine General Dynamics Corporation, i1 avait des objectifs
plus importants que celui de sauvegarder des emplois, notamment:

(1)

(i1)

(i11)

Garantir @ 1'industrie canadienne des ententes compensatoires en
contrepartie de 1'achat par le Gouvernement d'appareils militaires
et civils étrangers. Canadair constituait le bassin le plus
important de spécialistes en conception et en fabrication
aéronautiques. La disparition de ce bassin aurait entratné la perte
de 1'avionneur le plus techniquement avancé du Canada, ce qui aurait
sérieusement handicapé le pays pour 1'obtention et 1'exécution de
travaux compensatoires offerts 3 la suite d'achats canadiens de
produits aérospatiaux militaires et commerciaux.

Réduire le déficit du Canada en matidre de produits manufacturés.
Canadair &tait un gros exportateur de produits de cette catégorie
(engins de reconnaissance, avions-citernes et composants d'avions).
Arréter la production aurait fait augmenter - plutdt que diminuer -
le déficit canadien en ce qui concerne les produits manufacturés.

S'assurer que le Canada participe 3 une industrie de technologie de
pointe. L'industrie aérospatiale &tait considérée comme un secteur
d'activité intéressant d cause de 1'importance du marché canadien et
des réalisations antérieures du Canada au sein de cette industrie;
le retrait de Canadair aurait signifi& un recul important pour
1'expansion de 1'industrie canadienne.

Si Canadair atteint ces objectifs, 1'industrie canadienne en général en
tirera profit par le biais de retombées et de sous-traités et par la
création d'emplois hautement spécialisés dans les domaines de la
conception, de 1'ingénierie fonctionnelle et de la fabrication.
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Considérant ces objectifs, le gouvernement du Canada a approuvé le
lancement du programme d'avions d'affaires Challenger peu aprés 1'achat de
Canadair. L'autorisation fut donnée en raison des prévisions suivantes
faites par le Conseil d'administration et la direction de Canadair:

(i) la fabrication commerciale de 1'appareil pourrait commencer vers la
fin de 1976 au colt non susceptible de se répéter de 106 000 000 §;

(i) les 1iquidités maximales dont Canadair aurait besoin se
chiffreraient @ 128 000 000 $ et seraient n&cessaires pendant le
troisiéme trimestre de 1979;

(ii4) les 106 000 000 $ imputés & la conception et au développement
seraient entiérement récupérés si un total de 136 Challenger étaient
vendus et 1ivrés vers la mi-82; et

(iv) au moins 150 Challenger seraient vendus et livrés vers le milieu de
1982.

Pour les raisons expliquées lors d'une déclaration faite au Comité
consultatif sur les comptes publics le 7 juin 1983 par le sénateur Jack
Austin, ministre d'Etat responsable de la CDIC, les prévisions faites par
Canadair au Gouvernement se sont révélées incorrectes.

Les faits: la production cormerciale du Challenger a commencé au début de
1982 et on estime & 460 000 000 $ les frais non susceptibles de se répéter
(intérgts non compris); le montant maximal de capitaux nécessaires au
programme du Challenger n'est pas encore atteint; le montant net de
capitaux qu'a nécessité le programme au 30 novembre 1983 s'élevait &

1 511 000 000 $ (dont 569 000 000 $ en paiements d'intérét); les

460 000 000 $ de frais non susceptibles de se répéter engagés pour
commencer la production commerciale du Challenger et les 569 000 000 $ en
paiements d'intér8t ne seront vraisemblablement jamais récupérés; au
milieu de 1'année 1982, Canadair avait vendu et 1ivré 54 Challenger.
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Le premier modéle de Challenger, le CL-600, ne répondait pas aux devis
initiaux de Canadair. Le nouveau Challenger, le CL-601, a &té mis au
point dans le but de combler les insuffisances du premier. Avec ce
modéle, Canadair a tenu ses promesses, ce qui signifie que le CL-601 a
acquis une trés bonne réputation auprés d'exploitants d'avions. Si ce
n'était des difficultés que Canadair a &prouvées avec le CL-600 et de la
mauvaise publicité dont ont fait 1'objet l1a Compagnie et 1'appareil au
cours de la derniére année, le CL- 601 aurait pu s'emparer d'une bonne
part du marché des gros avions d'affaires & réaction.

I1 faut &tre juste envers le Conseil d'administration et la direction de
Canadair et admettre que certains facteurs, soit la nécessité d'homologuer
1'appareil selon les nouvelles normes rigoureuses imposées par la Federal
Aviation Administration des Etats-Unis (normes qui n'étaient pas en
vigueur lors de la production des principaux concurrents des Challenger),
le financement du programme du Challenger & coefficient de risque élevé
par emprunts plutdt que par 1'utilisation de capitaux propres & une époque
ol les taux d'intérét grimpaient rapidement et 1'importante récession de
1982-83, ont eu des répercussions néfastes sur 1'exploitation de la
Compagnie.

Les faiblesses initiales du programme du Challenger étaient attribuables &
une mauvaise gestion et & des causes extérieures. Comme 1'affirmait le
sénateur Austin au Comité des comptes publics le 7 juin 1983: «L'appareil
a colté plus cher et a été plus long 3 mettre au point que prévu; il ne
répondait pas aux spécifications techniques de pré-vente; sa production a
été retardée 3@ cause de problémes avec le motoriste initial; il a
expérimenté des bris en cours d'homologation; le chiffre de ventes n'a pas
atteint celui des prévisions et i1 a &té une des victimes de la
récession.»

Le Gouvernement a commencé 2 &tudier les premiers probldmes financiers de
Canadair en avril 1981 par la création du groupe de travail
interministériel, dirigé par le ministére des Finances, dont la fonction
était de dresser un bilan des difficultés de la Compagnie et d'élaborer
des stratégies commerciales visant i les régler. Le groupe de travail a
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terminé son rapport en janvier 1982 et, un peu plus tard dans 1'année, le
Conseil d'administration et la direction de Canadair ont assuré le
ministre Gray de 1'Industrie et du Commerce (i) qu'ils respecteraient le
plafond des garanties de 1 350 000 000 $ de facon & en arriver & un taux
de rendement & long terme du capital de 20 % et qu'ils se soumettraient a
1'accord intervenu peu de temps auparavant visant @ permettre &
1'actionnaire d'exercer un meilleur contrdle sur son actif et & rendre
Canadair plus comptable de ses actions.

Comme la situation a continué de se détériorer rapidement & Canadair en
1982, le ministére de 1'Industrie et du Commerce a entrepris une &tude
plus poussée de cette société. R la lumiére des faits révélés, le
Gouvernement a décidé d'injecter 200 000 000 $ en capitaux propres dans
Canadair & la fin de 1982 et d'imposer des restrictions @ la Compagnie,
restrictions qu'il lui a fait connaTtre en méme temps que la prise en
charge de Canadair par la CDIC par le biais d'une lettre adressée par le
ministre de 1'Industrie et du Commerce Ed Lumley au Conseil
d'administration et & la haute direction de Canadair.

Ladite lettre indiquait que 1'injection de capitaux de 200 000 000 § était
assortie de contraintes sévéres auxquelles Canadair &tait tenue de se
plier. «J'admets que ce sont 13 des restrictions importantes, a déclaré
M. Lumley dans sa lettre. Cependant, elles représentent, avec le
financement provisoire que nous vous consentons, un élément de solution au
probléme relatif & 1'augmentation du passif de 1'Etat.»

En prenant la responsabilité de Canadair, la CDIC a découvert les
problémes suivants:

1. 1'inaptitude de la haute direction & cerner les difficultés de la
Compagnie;

2. la divulgation inadéquate de 1'information par la direction au
Parlement, au Gouvernement et au Conseil d'administration, tenant ceux-ci
dans 1'ignorance des difficultés réelles de la Compagnie;
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3. 1'utilisation hardie de méthodes comptables qui ne permettaient pas de
saisir 1'ampleur de ces difficultés;

4. une cadence de production de Challenger trop élevée par rapport @ la
demande du marché&, ce qui a résulté en des accumulations de stocks
excessives et coliteuses;

5. des engagements & livrer des Challenger & des prix inférieurs au colt
total des piéces et de la main-d'oeuvre;

6. des prévisions de vente trop optimistes qui n'avaient pas été soumises
d une étude critique;

7. une entente avec un distributeur du Moyen-Orient qui ne servait pas au
mieux 1'intérét de Canadair;

8. une structure administrative qui dénotait un manque de lignes de
conduite précises pour la justification de ses comptes;

9. un niveau de production trop haut et un nombre trop &levé de cadres par
rapport aux taux de production et de vente auxquels la Compagnie pouvait
s'attendre;

10. un Conseil d'administration dont les membres ne participaient pas
activement aux décisions-clés se rapportant & la Compagnie.

Depuis un an, la CDIC et Canadair ont pris des mesures importantes - dont

les principales sont décrites ci-aprés - visant & assurer & la Compagnie
une rentabilité & long terme et des espoirs de croissance.

1. Modifications au sein du personnel pour renforcer la direction. Le

président a été remplacé et quatre membres de la haute direction ont
quitté la Compagnie.

2. Engagement & divulguer régulidrement toutes les informations

pertinentes, y compris le rapport annuel vérifié et les états trimestriels
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non vérifiés. Le Parlement a pris connaissance du rapport financier
vérifié de 1982 et de données financiéres détaillées pour les années
précédentes. Canadair a produit et publié des états financiers pour les
trimestres se terminant les 30 juin et 30 septembre 1983. Ces é&tats
accompagnés de notes et de commentaires sont destinés & respecter la loi
qui régit les sociétés dont les actions sont cotées & la bourse
canadienne. La CDIC s'est engagée & ce que Canadair publie ces &tats pour
les trois premiers trimestres de chaque exercice financier. Comme on le
fait dans les sociétés ouvertes, le dernier état financier est incorporé

au rapport annuel vérifié.

3. Adoption d'une méthode de comptabilité plus prudente. Tel que le
précise le rapport de juin 1983, la CDIC est d'avis que Canadair a
appliqué, pour 1981 et les années antérieures, une méthode de comptabilité
par programmes trop hardie en inscrivant certaines dépenses et certains
revenus aux fins des états financiers révisés. Les états vérifiés de 1982
ont donc été préparés d'une facon plus prudente, selon une méthode plus

traditionnelle de comptabilité par programmes. D'aprés la CDIC, ces états
financiers présentaient une vue plus réaliste de 1'actif et du passif de
Canadair.

4. Resserrement des contrdles financiers par la réinstauration du poste de
vérificateur interne qui avait &té aboli en 1982.

5. Diminution de la cadence de production de Challenger. En février 1983,
Canadair fabriquait 34 Challenger par année. La CDIC et la direction de
Canadair se sont entendues pour réduire ce nombre & 24. En juillet 1983,
ce chiffre est tombé @ 16 par année. En décembre 1983, des démarches ont
6té entreprises pour permettre la production de 19 Challenger en 1984.

Ces changements correspondaient 3 une estimation par la CDIC du volume des
ventes du Challenger pour 1983 et 1984. Jusqu'd aujourd'hui, cette
évaluation s'est révélée exacte; au 31 décembre 1983, Canadair avait livré
tous les Challenger fabriqués en 1983 sauf un. Aucune commande de
Challenger n'a &té perdue en 1983 & cause d'un manque d'appareils. La
baisse du rythme de production a permis & Canadair de réaliser en 1983 des
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&économies de 37 000 000 $ et lui fera &conomiser encore 141 000 000 $ en
1984.

6. Encouragement @ des pratiques commerciales valables. Toutes les
nouvelles commandes de Challenger sont signées @ un prix qui couvre tous
les frais, sauf 1'intér8t, et qui, sur une base de 15 livraisons par
année, résulte en un profit brut pour le programme. Grdce 3 la
restructuration de capitaux décrite plus loin dans ce rapport, Canadair
sera soulagée de sa créance et le programme du Challenger deviendra

rentable & condition de vendre 15 appareils par ann&e, aux prix en cours.
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