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Lessons from the past 
(Cont. from page 7.) 

from shareholders. Wh.iie it is true· that 
Crocus was a privately held fund, as· 
opposed to the MDF, both the previous 
Filmon government and the current Doer 
government had a direct involvement in 
many facets of the CIF, going beyond the 
mere appointment of one representative to 

loans it made. 

the board.) 

(Again, compare the MDF's secrecy with 
. the Crocus Fund. The Crocus Fund consis
. tently fell back on excuses of "confidentiali
ty" when it came to keeping information 

In January, 2005, had an. 
exchange of e-mails with Judith 
Baldwin, who is coordinator of 
Premier Doer's secretariat. I had 
written to Premier Doer, asking why 
the government had ignored so 
many warning signs about the 
Crocus Fund for year~ .. 
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In her reply, Ms. Baldwin offered 
up the same kind of reasoning that 
Duff Roblin's government had used· 
as an excuse over 40 years ago 
when it came to reigning in the 
Manitoba Development Fund: that 
old line about keeping an "arms 
length" distance. 

Here is what I had to say to Ms. 

other companies 
across Canada. 

Baldwin back in January about the 
"arms length" distance that the 
governmen~ kept from Crocus: 

one in five people will suffer a 
serious· illness before their 
time. The savings I may be 
able to obtain for you with your 
life insurance policy could help 
pay for a critical illness policy. 

Call today for details. 

For a copy of your free 
report call ~ 

885-6768 i 
or email Ri.chard at 

richard@icenter.net 

"I would suggest, Ms: Baldwin, 
that the. various requirements that 
the Crocus Fund seek ministerial 

. approval, that the fact that the gov
ernment held shares in Crocus 
Fund, and that the Crocus Fund was 
not allowed to amend its articles 
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without ministerial 
approval would con
firm ,that,. if the gov-

ernment had an "arms length" relationship 
with the Crocus Fund, those were pretty 
short arms.") 

In effect, in both ,the case of CFI and CIF, 
by maintaining that they were keeping an 
"arms length" distance between themselves 
and, in the one case, the MDF, while in the 
other c'ase, Crocus Investment Fund, gov
ernments were providing themselves with 
fall-back positions should things go wrong 
which they eventually did, with disastrou~ 
results for Manitobans. . . 

Without going into too much detail about 
what went wrong with the Churchill Forest 
Industries project, the major problem was 
that there was so little oversight of what 
kind of deal the MDF was entering into with 
what turned out to be an extremely shady 
group of European financiers. Astonishingly, 
in 1970 the Financial Post reported that 
"Premier Schreyer admitted publicly that he 
did not know who the owners (of CFI) were 
and inferred the Conservatives did not 
either." 

As it turned out, the Swiss companies that 
hoodwinked the MDF and successive gov
ernments eventually reaped $43 million in 
"unduly excessive and very high' fees", 
according to Phil Mathias. (Other reports 
suggest the figure is somewhat lower than 
this,) 

The fallout from the CFI debacle was dra
matic. As has' already been noted,the 
Schreyer government drastically amended 
the manner in which what. had been the 
(Cont. on page 9. See "Lessons from 
the past".) 
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Lessons from the past 
(Cont. from page 8.) 

Manitoba Development Fund and what 
became. the Manitoba Development 
Corporation operated. It was required to 
disclose details of any of its loans. It was also 
al.lowed to take equity positions in compa
nies. Unfortunately, the MDC's track record 
of investments also proved to be less than 
stellar and eventually, it was disbanded. . 
. In 1971 a criminal investigation into the 

activities of the principals behind Churchill 
Forest Industries was commenced by the 
RCMP, Twelve years later, after much legal 
maneuvering the provincial government 
dropped 34 charges of theft, fraud and con
spiracy it had laid against four men: 
Alexander Kasser, Oskar Reiser, Alfred 
Zingre, and Kurt Wuest, in return for one 
plea of guilty to theft over $200, for which 
Churchill Forest Industries was fined $1 mil
lion, . 

liThe formula for duping politicians 
into buying into extremely risky 
projects, therefore, is to tantalize 
them . with prospects of· success 

. based on economic theories that 
have no basis in reality." 

It might be noted that the costs for prose
c!-clting the case, including the commission 
of inquiry, amounted to $4.3 million. This 
might serve as a ca'utionary warning to any
one who places much hope that the current 
RCMP investigation into possible criminal 
wrongdoing at Crocus will ever lead to any 
charges being successfully prosecuted. 
Given the length oftime it took for the crim
inal proceedings to play out, no one should 
expect any criminal charges that might 
ensue from the current Crocus investigation 
to be dealt with anytime soon. 

Finally, in 1971 Premier Schreyer appoint
ed a three-man commission of inquiry into 
.Churchill Forest Industries, In 1974'the com
mission produced a six volume report 
which, according to news reports of th~ 
day, did not exactly fly off the presses. 

With all this in mind, what lessonS' can we 
take from the CFI debacle insofar as they 

might relate to the current CIF debacle? 
1. Governments are still easily 
manipulable by promises of job cre
ation. 

In the .one case the Roblin government 
had a dream for harnessing the north's 
forests. Certainly there was substantial rea
son to believe that there was great poten
tial in that dream, but all the normal safe
guards that a prudent fiscal manager 
would have adopted in protecting the 
public purse were abandoned. 

In the case of Crocus, much of the evi
dence thus far is based upon the findings 
of the province's auditor general, who 
released his report over ten months ago. 
Over and over again, the auditor general 
cites instances where investments that 
were of dubious value were either initiated 

. and then overvalued or kept alive against 
what should have been the better judg
ment of anyone who was fiscally prudent. 

Again, we see the same pattern of indif
ference to normal safeguards when it 
came to protecting what were, in this 
case, the interests of shareholders, in com
parison with the Roblin government's fail
ure to protect the interests of taxpayers. 
. This inability to maintain a reasonable 

perspective as to what can be considered 
a prudent and appropriate investment is 
endemic to areas where job creation is 
more difficult to achieve than other high
er-growth areas. 

Unfortunately, given Manitoba's chronic 
insecurity about its ability to create jobs, 
there is always going to be the temptation 
for governments here, no matter what 
their political colour, to abandon prudeh~"' ,. , ' 
safeguards for the sake of luring anyone 
who promises t6 .. 
create jobs here. 

2. Manitobans 
are so insecure 
about the ability 
to raise invest
ment capital that 
(Cont •. on page 
10. See "Lessons 
from the past".) 

. 

More money 
for your money. 

We are Custom House Global 
Foreign Exch.ange, North 

America's largest independent 
foreign exchange broker, 

In Winnipeg, we offer: 

> Over 100 currencies· 
bought and sold 

> Travellers cheques 

> International bank drafts 

Visit our Winnipeg Branch at 
243 Portage Avenue. 

Mon., Tues., Wed. 9:00 - 4:00 
Thurs. & Fri. 9:00 - 5:00 
Sat. 10:00 - 3:00 

Mention this ad to receive a 
preferred rate. 

CUSTOM HOUSE 
GLOBAL FOREIGN EXCHANGE 

"" " . ; ", . 1 

www.customhouse.com 

different needs. 
different industries. 
different companies. 
different sizes. 
one common goal: 
growth.* 

Goals are only achieved by truly 
understanding every aspect of your business. 
From accounting to auditing to tax and 
advisory services, we have the knowledge 
you need and an understanding of local and 
global business climates to help you reach 
your goals. To get started, contact one of our 
partners or visit www.pwc.com 

Your finances can go further when 
you r advisor does too. 

*connectedthinking 

Kirsten S, Albo,CA 
Tony N. Catanese, CA, C8V 
Chris O. Couture, FCA 
Gten M. Dyrda, FCA 
B. Jeffrey Johnson, CA, CIRP 
Serena H. Kraayeveld, FCA 
David Loewen, CA 
Brent J. McLean, FCA 
Robert J. Reimer, CA, CISA 
Gerard H. Rodrigue, FCA 
Lloyd A. Thomas, CA 
Dan H. Torbiak, CA 
Myron I. Klysh, CA 

© 2006 PrlcewalerhouseCoopers LLP, Canada. "PricewaterhouseCoopers" refers to 
PricewaterhouseCoopers LLP, Canada, an Ontario limited liability partnership, or, as the context requires, 
the network of member firms of PricewaterhouseCoopers International Limited, each of which Is a separate 

_ and Independent legal entity. 'connectedthlnking Is a trademark of PricewaterhouseCoopers LLP . 

Every RBC Investment and Retirement Planner (iRP) has one goal- to help you 
make the most of your finances. That's why I come to you. At home or at work. 
Through me, you can enjoy the expertise of a team of specialists helping you plan 
for all your financial needs - from insurance to mutual hInds. At RBC we go further 
to put you first. 

for more information or to make an appointment. give me a ealt 
lynn M,le.n, CfP 
financial Planner 
Royal Mutual Funds Inc. 
(OIYdon VHlage Mall 
Winnipeg, MB R3N OK1 
Cel: 204· 795·9662 
Fax: 204·/,88·9728 
lynn.mclean@lbc.com 

9 

.' --. 


