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Preface

The task of managing any enterprise through the current period of
"transition™ and safely into the 21st century-promises to present new and
unprecedented challenges .... as well as opportunities.

This will certainly be the case for the Canadian Public Service!

The pace of change and the need to constantly adapt to global economic
pressures (during what will almost certainly be a long period of financial
restraint) make this task all the more daunting. Those individuals and
organisations who manage to succeed will almost undoubtedly be the ones
who thrive and excel on the process change. Their reward will be in
meeting the challenge of improvement and adaptation in an increasingly
competitive and demanding world.

Those who achieve this success will be those:

"Who can see beyond the practical... to the possible”
This Report outlines a "Blueprint for Action” by the those who are
responsible for overseeing Canada’s insolvency system during this difficult
period. [t attempts to do so in a way which responds to the challenge
before us and overtly seeks to "reposition” the Office of the Supenntendent
of Bankruptcy in a new and modern context.

It offers a bold "shift" in both emphasis and approach which, we believe, is

" consistent with the initiatives established by PS 2000 and is also in keepmg

with the more general trends we find in effective busmess management
philosophy today.

It seeks to place the "management" of the insolvency process in a new I|ght
with a commitment to four basic principles.

1. Consultation
2. Partnership

3. Effiéiency and

4.

Quality service

We make no excuses for recommending a sharp break with the past and in
advocating the-need for radical solutions in the future.
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The Governments Commitment
, to
Partnership and Consultation

"The word partnership appears frequently in this document
and will be heard often during the consultations. Our success
will require the cooperation of many, some of whom

have profound differences"

"Discussion, consensus and partnerships will allow us to
improve our competitiveness.and learning."

"Canada’s future prosperity.... depends on the willingness of
Canadians to develop a new sense of partnership"

"The willingness of Canadians to work together in a wide
range of partnerships - within and between firms; between.

- management and labour; among all levels of government and

between the public and private sectors - will serve as the
mortar." _ g :

"A greater degree of partnership among the principal
stakeholder in the private and public sectors is required to
achieve a more innovative... economy."

Extracted from the Federal Government’s
Consultation Paper

"Prosperity Through Competitiveness"

November_ 1991
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The Government’s Commitment

to
The Renewal of The Public Service of Canada
PS 2000

"These challenges call for a Public Service....that'is much
more open in its relationship with Canadians and much more
flexible in its internal procedures. A new consultative service-
oriented culture needs to be created.”

"A fundamental rethmklng is necessary of what. the Public
service does and the way it does it."

"The government wants to create a client oriented Public
service a major change since the Public service has not been .
used to regarding Canadlans as clients"

"Consultation and partnershrp are mcreasmgly lmportant

" aspects of service to Canadians”

"Until recent years the policy making process.was‘essentially
internal to government.... There is a growing realization that

government is not the only Iocus of responsrbrhty for solving

particular problems and issues"

Extracted from the Federal Government’s Synopsrs

on Public Service Reform

Decembe_r _1 990
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| The' Government’s Commitment
- to
The Business Government Executive Exchange Program

b *-' - 7- - -
- ‘
v .

“Partnership and cooperation between the business
community and the Federal Government will assure Canada [
continued economic prosperity well into the 21st century.”

"For-anyone who thrives on challenge and change the 1990's
will be an exciting era.... the future can only be achieved if
business and government establlsh a closer ‘working
partnershlp

' "'We need to build a stronger spirit of cooperatlon a
partnership of excellence

Extracted from th'e Prime Minister’s
Message to the Executive Exchange
Program for 1990
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- Introduction

It has become a well accepted fact of life that organizations (of
all types) will spend a considerable amount of their time and
energy in establishing a formal "Mission Statement™” and in
crafting a "vision" to which they, their employees and their
clients can subscribe. A statement which serves as a clear, self
explanatory and motivating commitment.

The emphasis of managerhent has shifted in recent years from

- "control and procedure” to "effective execution”. To this end,

the Mission Statement has developed as a means for
organizations to address the demand:
- for simplification and persohalisation
- as a means to focus the attention of constituents
- for differentiation in a demanding market

- as a means to gain support from diverse groups and

to ensure there is common interest and purpose

As we move into the next century, the pressures being placed on
organizations are unlikely to subside and the complexity under
which we will all be forced to operate will inevitably grow. In
this kind of rapidly changing and uncertain environment, only
those organizations who are in tune with the world around them
and who can effectively communicate with their constituents
(and/or clients) will survive. Furthermore,only those who take
the time to develop a well thought out and coherent "blueprint”
for action will even be given -the opportunity.

/5




The challenge is to seek out the new "paradigm” and find ways_
to manage nothing less than a "quantum shift” in thinking and
practice.

In the specific case of the Canadian bankruptcy and insolvency
system these general "environmental” factors will be
supplemented by some unique pressures and realities.

These include:

- the likely continuing restraint under which Government
will be forced to operate (from both a financial and a
manpower point of view)

- the broad management and cultural influences which are
part of the PS 2000 initiative and

- the changing nature of relations with the Provinces

Fihally, we are about to enter the Iong awaited (but uncharted)
territory of modernized insolvency legislation in the "post”
Bill C-22 era.

This will provide it’s own challenges but also the opportunity to
establish a mechanism to ensure the legislative development
process is sustained and that future amendments to the
legislation do not suffer from the same divisive, unhealthy and
protracted circumstances which have led to the sad hlstory of

insolvency reform in the: past

.16




- Mission Statement

To this end, it is both appropriate and necessary for us to
establish a theme or "Mission Statement” that fully addresses
this new set of circumstances and more accurately
communicates a "wsuon" of the insolvency process and its
purpose.

One such statement might be:
"Managlng the insolvency process

through
effective consultation”

'This theme has several attractive attributes which address the

key issues and concerns we face today, as well as those we are

- likely to face in the future.

These include recognition of the importance- we must place on:

Managing - which helps to project a more "pro-active"
leadership role (on the part of the
“Government) and one which shifts
-emphasis to "action” rather than
"re-action” and to being in control of
'events, rather than a witness to them.

-t sets a profeSSIonal standard for a new,
wider "market oriented” approach on the
part of the Superintendent of Bankruptcy.

Process - a recognition that bankruptcy is not an end
‘ - in itself, but rather only one part of a more
"all encompassing” phenomenon within the

s




Effective

Consultation

much broader context of financial distress

an acknowledgment of the increasing need
for any Government process or program to
be seen to be worthwhile and efficient and
for its basic value to be easily measured
from a productivity standpoint

reflecting the role of the Government, as
"custodian™ of the insolvency process, but
also as the "facilitator” for greater private
sector involvement and with joint .
responsibility for the system, its integrity
and its professronahsm .

As we proceed into this "new era" there is a unique opportunity
for us to significantly redefine the role we wish to play and the
way we choose to play it! .

In short there is an opportunity to make ourselves more
~ "relevant™ to the world around us and more "professional” in our
~deal|ngs wrth the prlvate sector.
" This implies recognition of some basic "guiding principles":

- a responsibility for the managerhent' of the process

a much wider vision of the agenda and

- a true commitment to new and sincere forms of
partnership with the private sector :

Y
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Consultation - Defining the Agenda

At the very "core" of this process of change and rejuvenation, is
a commitment to the need for ongoing consultation with the
private sector and to the negotiation of "service contracts” with

- our constituents. A "contract" wherein our role is defined,
-agreed upon and the terms of the partnership set.

This represents a new and progressive approach to our dealings
with the private sector but one which is totally consistent with

the direction in which the Government (and the Publlc Service in
particular) is committed ln moving.

It also represents a redefinition of the traditional role played by a
supervisory or regulatory function and attempts to move it into a
framework better suited to the 21st century.

‘Webster’s Dictionary defines "consultation” as:

"The act or procedure of consulting....a conference at which
advice is given or views are exchanged"

It goes without saying, this "act or procedure” must be effective
if it is to have any credibility at all. Achieving that credibility will
be the toughest part of the assignment, particularly as there will
mevntably be some initial scepticism on the part of the
"stakeholders” and possibly even some resistance to the idea of

| establishing a new partnership.
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To help alleviate these problems, there are four basic rules which
‘must be faithfully followed.

1. There must be a set and known procedure - not'just an
"ad hoc" series of occasional, informal meetings.

2. The emphasis must be on sustained commitment and ah
established format.

3. If we are truly seeking advice - then, there must be a
willingness to accept it and perhaps even more
significantly, to act upon it.

4. Finally, all of the parties. must be prepared to hear all of
the views - even those that are unfavourable.

Strict adherence and belief in these rules is an absolute

_prerequisite for any effective consultation process. Failure to

accept and enact these rules will inevitably lead to the failure of
the process. There are no short cuts to achieving the full-
benefits and there can be no compromises to the basic principles.

../10



Consultation - Why bother?

. S’everal leading management consultants and noted business

"gurus” have written and lectured extensively on the
consultation, partnership and alliance process. They have helped

set the concept within the framework of changing times and

global cnrcumstance

In recent years, the 'private sector” has sought answers to the
many problems which increased competition and new technology
have placed on both management structures and philosophy.

They have passed through the "productivity” and "excellence"
phase and businessmen now find themselves rapidly converting

to the latest "organizational religion”. Almost without exception,
they have become ardent followers of the new generation of
management philosophers who are promoting the twin concepts
of "quality service" and "networking” as the ultimate answer to:
success in the 1990’s. . .

While the Public Service may "lag" the private sector in respect
of the application of these practices ............ it does not do
so by very muchl!

There are clear signs the management and organisational agenda
for the Public Service of Canada is moving in the same direction
as the private sector. The Government has made it quite clear (in
number of different ways), that it wishes to create a new type of

"partnership"” between the public sector and the private
constituencies it serves. :
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The emphasis on these "partnerships or networks" is founded on
the belief they are a necessary ingredient in attempting to
achieve what will be the real measure of success in the future,
namely: '

"Ensuring superior execution in a volatile environment"

Indeed, governments everywhere have known for some time (and
certainly for a lot longer than the corporate world) that there is
both wisdom and benefit in the formation of strong alliances or
partnerships in a complex and uncertain world.

"~ While government has know this to be true in the conduct of

foreign affairs, there appears to have been somewhat of an
"allergy"” to the loss of control that partnership might seem to
imply when it comes to a regulatory or supervisory function like
bankruptcy.

It is this very fear we must seek to overcome because there is
simply no longer any future for a Public Service that is not totally

- committed to a sense of partnership.
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Reshaping Organizations - for results

One of the leading experts in the field of networking,partnership - -
and empowerment is Ram Charan, an American based consultant
who has advised many top global enterprises who are struggling
with the process of cultural and attitudinal change. Some of his

insights have direct application the process we are about to

undertake.

Reshaping Organizations - for Results

Networks imply a complex set of external relationships.... a web of
- alliances and joint ventures

- Networks mean informal ties..that work across functions.. and
manoeuvre through bureaucracy

- A network reshapes how and by whom decisions are made

Membership criteria are simple but subtle....select group(s) who by
virtue of their ...skills and judgement, personal motivations and
drive ....and positions at the juncture.of critical information flow
...are uniquely equipped to shape and deliver on the ...strategy.

The foundation of a network is in its social architecture.. which
differs in important ways from organizational structure

Social architecture does not imply ... harmony. The single most
important role is to surface and resolve conflict - to identify’
legitimate disagreements ...and to make difficult trade offs quickly

and skilfully.
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The pressures for change:

There are at least four levels of change currently influencing the

" business environment in general and the Public Service in

particular. Each is placing its own severe pressure on the
insolvency system to react.
These include:

- the "micro” financial end'struct‘ural pressures

- .overall "market“ -and societal pressures and

- the "macro” economie realities and

- the ‘process of covrporate/organizationaI renewal

The "micro” pressures

In the case of the. Government, the micro financial and structural

pressures are converging more rapidly than elsewhere.

They are mfluencnng the system in unique ways, well beyond
those found in the private sector and they are placing
unprecedented demands on the Public Servnce

These factors mclu_de:
- the severe financial and budgetary -pressures under which
~ the Public Service is likely to have to Iabour for many
years to come

- the manpower constraints (in both numbers and
qUaIifications) which arise out the above

- the public’s demand for Iess.._...but more effective
government : |

- the palnful process of re- deflnlng respons:blllty between
various levels of government
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All of this places a serious burden on the Public Service and it is
forcing a total (and fundamental) re - evaluation of the way in
which any Public Service funotlon is conceived and ultlmately
executed. ,

" This certainly applies to the bankruptcy and insolvency process!

Indeed, in light of the regulatory changes which will be brought
about as a result of the passage of Bill C-22, the need for this re-
evaluation is probably even more compelling than in many other
areas of Government.

The broad market pressures

At the next level of "pressure” we find a variety of market or
societal issues which are moreasingly coming to bear on the
insolvency system as they are, in fact, on aII other Government
regulated or supervrsed functions. .

These molude
- continued pressure towards privatiz'ation"

-~ -, growing demands for "de- regulatlon and or "self-
regulatron and

. the lmportance of mternatlonal harmonization

The realisation that Government can not (and perhaps should not)
strive to be "all thmgs to all people is forcing an examination of
the many ways in which services can either be made "self
fmancmg" or perhaps even passed over to the private sector.

In the professnonal insolvency world, there is a strong case which
can be made for the Trustee community to increasingly come
under the supervision of its own. regulatory body, be it the CIA or
some variation thereof

Over time, this is a subject which will have to be addressed.

../15
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The macro - pressures

Yet another level of "pressure” (and one quite specific to the
insolvency process) arises out of the "macro” economic climate
we face. These factors place their own pressure on the
insolvency process and together they will dramatically impact the
nature, volume and substance of the insolvency process.

These factors include:
- a continued rise in both consumer and business
. borrowing/debt levels
- . the increasing sophistication of the lending market

- enhanced levels of competition and innovation amongst
financial service institutions

- the contlnumg emergence of new, non tradltlonal
financial service '

- a resulting increase in the level of pressure being placed
upon the consumer and small business and

- -a continuation of the difficult and painful process of
- restructuring the business environment and establishing
Canada’s new role within the global (and partlcularly
North American) economy

These factors are irreversible. They will continue to place

extraordinary pressure on a system which, itself, needs to be
more closely integrated with the Government’s own economic

prosperity agenda.

The manner in which we treat businesses who run into financial

- difficulty and the system we apply to their administration are

both important (but not yet well understood) components of the -
W|der economic challenge.
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Factor 1 |

Risi'nq' levels of Consumer Credit

100

1 : | ) 1 1
1951 1955 1960 1965 1870 . 1975 1680 . ° 71985
YEAR
TOTAL CONSUMER CREDIT OUTSTANDING, CANADA 1951-1989

Source of data: Bank of Canada Review

As these figures indicate, there has been a 'C>onsist-ent'upward
trend in Consumer Debt levels since the 1950’s. However, the

trend in the post recession period of 1983-1987 is partlcularly
disconcerting.

The trend would support economic theory which attests to the

growing social acceptance of debt in Canada, as we have
become an even more "consumer driven" society.
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.Factor. 2

Rising Consumer Debt Ratios

YEAR
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RATIO OF TOTAL CONSUMER CREDIT OUTSTANDING TO PERSONAL
DISPOSABLE INCOME, CANADA, 1951-1989

Source of data:

Bank of Canada_Review

Combined with a rise in Consumer Debt has been a similar rise in

. the Debt Service Ratio. While it is true the ratio declined.in the

1980-1983 period, the ' core" level is more than double that of

30 years ago.

This has had the impact of making the consumer more vuinerable

- to interest rates movements and the economy overall and more

likely to incur financial dlstress for reasons directly outside their

own control
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Féctor 3
Expanding Credit Card Markets

35
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TOTAL SALES USING MASTERCARD AND VISA

Source: Consumer and Corporate Affairs

The availability of credit cards and their acceptance in the market
amongst consumers is often blamed for the rise in personal
bankruptcy. There is certainly evidence to indicate that Credit
Cards have enjoyed a boom in popularity during the past 15 or
SO years. |
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Factor b

Aggregate Small Business Balance Sheet Ratio’s

Percentage of Total Debt

TRADE  46.1%
BANKS  28.4%
OTHER  25.5%

Source: Banks and Small Business: UWO 'Study, 1991

A much misunderstood and certainly under appreciated factor in
the financing of Canadian business is the extent to which "Trade
Credit" is extended and the fact its share of the typical debt -
profile is larger than that of bank loans. ‘ '

This unregulated and unsupervised financial market is amongst
the most important and most innovative in the country. The
granting of what amounts to unsecured, short term finance on an
inter-corporate basis is one of the major cylinders for the smooth
running of the economic engine.

The losses incurred by "the tfade“, in bankruptcy, are

significantly larger than those incurred by the banks and the
other financial service institutions.
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Options and environment

These few, very basic statistics are meant to provide an
overview of the "macro" economic events taking place around
us. These events will take place regardless of changes to the
insolvency Ieglslatlon or the way in WhICh we choose to manage
the process.

They fortell a continued, lengthy and painful period of economic
instability, fundamental economic restructuring and attitudinal -
adjustment. This almost certainly means mounting levels of
pressure on the system and on those members of the Public
Service who are involved in the management of the insolvency
process. ‘

In blunt terms,even if the bankruptcy numbers decline in the
foreseeable future, it is likely the system will be faced with:
- pe.rmanently higher "core" levels of financial failure
~ - larger and more complex business failures
- a generally_ more adversarial environment
- far greater levels of insoIVency'Iitigation and
- more cases of financial failure with international and/or

cross border implications

There is every reason to expect that the pace of change will
require us to be in an almost continuous process of legislative
evaluation if we hope to ensure the insolvency regime keeps
pace with the world around it.
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We can choose to face this new and emerging reallty in several
different ways .... What we cannot affford to do is ignore the
need to meet the challenge head on.

We can attempt to:

Do more.... with more - although it seems unlikely
resources (of any type) will
become more readily available

'We can attempt to: |

Do less..... with less - which is certainly a possibility

We can attempt'to:
Do more..... with less - which the "public” might like
_ N |
We can attempt to:

Do more ............... in new and more productive ways

This last choice would seem to be the only justifiable option.

It is, therefore, the one we are promoting and the only one which

~can hope to produce the results necessary to meet the challenge.

While it may appear to be the "highest risk” alternative and the
most dlfflcult to execute it is the only one wuth a certain, long
term "payoff”.
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In the relentless search to "Do more, in new and different ways"
and to do so in an increasingly more cost effective manner, the
corporate world has chosen to place its emphasis on the
principles embedded in such widely accepted Quality Programs as
the Baldride Awards in the U.S.A. (and it various national

" counterparts elsewhere, including Canada).

Advocates of the Baldrige approach would claim:

"(it) has become the most important catalyst for
“transforming ...business and more than any other initiative,
public or private, it has reshaped .... thinking and
behaviour". ' -

The basic philosophy of the Baldrige approach can equally be
applied to the Public Service and to our efforts to create a
revitalised and forward thinking insolvency management process.

The Baldrige Categories

1. Leaderéhip

. Information and analysis
Strategic Planning

.-Resdurce utilisation

Quality a'séurance of sefvices

. Results

N o g b~ W N

Client satisfaction

.24




- Partnership for change - The Constituents

In order to better understand the need for change (as well as the
reasons and pressures which have conspired to make effective
consultation the only answer to the future effective management
of the insolvency system) we must look at the "constituency or
stakeholder universe” as it exits today...... and as it will likely
exist tomorrow. | -

In doing so, we must be prepared to accept two philosophical
cornerstones which support the entire consultation process.

Partnership and participation!
That is to say ...... a partnership ... in which there is an agreed

upon and shared sense of responsnblllty and .... participation.....
- that is both complete and energetic. ‘ ‘ :

To manage the overall process effectively we must therefore:

- seek out the widest range of 'possible "partners"

- ensure adequate and responsible representation by aII of
the various stakeholders -

- fully recognize the diversity (and perhaps even confllctmg
interests and concerns) of each group and

- strive to create a true partnership amo‘ngst equals

The role of the Government in this process (and more specifically
the Office of the Superintendent of Bankruptcy) should be to act
as the "facilitator" for the creation of an open and constructive
dialogue, amongst all the parties, leading to the development of
new prlvate sector initiatives tailored to the specn‘lc needs of the
community at large.
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10.

11.

12.

Keys to Successful Collaboration

Treat the collaboration as a personal commitment.
People make partnerships work.

Anticipate it will take up management time. If you can't
spare the time, don't start it.

Mutual respect and trust are essential. If you don't

trust the people you are negotiating with, forget it.

Remember that both partners must get soﬁething out of it.
Mutual benefit is vital. This probably mean you will have
to give something up. Recognize this form the outset.

Make sure you tie up a tight "contract". Don't put off
resolving unpleasant or contentious issues until "later".
However, once signed, the contract should be put away. If
you refer to it, something is wrong with the relationship.

Recognize that during the course of a collaboration,
circumstances and markets change. Recognize your
partner's problems and be flexible.

Make sure you and your partner have mutual expectations of
the collaboration and its time scale. One happy and one

unhappy partner is a formula for failure.

Get to know your opposite numbers at all levels socxally.
Friends take longer to fall out.

Appreciate that cultures - both geographic and corporate -

f are different. Don't expect a partner to act or respond

identically to you. Find out the true reason for a
particular response.

Recognize your partner's interests and independence.

Even if the arrangement is tactical in your eyes, make

sure you have corporate approval. Your tactical activity
may be a key piece in an overall strategic jigsaw puzzle.
With corporate commitment to the partnership, you can act
with the positive authority needed in these relationships.

.Celebrate achievement together. Share elation, you will

have earned it!
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The partnership universe - as it exists

At the heart of our historical relationship with the professional
insolvency world we find the 600 or so Trustee’s in Bankruptcy
who are licensed by the Superintendent. In the past, these

- professionals have (for the most part) been the only ones actively
involved with the Government in the insolvency area. Their
professional body, the Canadian Insolvency Association (CIA),

has similarly been the major private sector organisational
counterpart. The Joint Committee on Bankruptcy has, therefore,
become the primary forum for mterchange with the profession.

However, as thlngs have developed, the professional insolvency
world in Canada has now grown to include three separate bodies,
each of whom can claim to have a legitimate interest in
bankruptcy and/or insolvency as a specialized profession.

These include:

Members
The Canadian Insolvency Association Trustees only
The Canadian Bar - Insolvency Branch Lawyers only
The Insolvency Institute B - By invitation

The emergence of theSe separate "associations"” is a recognition
of the fact (particularly since the 1980 recession) that the
insolvency world has been forced to widen its scope in order to
include more than just the accounting profession.

It is also to fair to assume that the number of interested
professionals or para- professionals will increase over time.
Currently, there are a number of "para-legal” groups examining
the possibility of actively perusing "Proposal work" under the
new Act. Similarly, there are Debt Counsellors and Provincial
Departments: who can also claim to have an operational interest.
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Influences on the Existing Partnership

During the past several years the CIA has been subject to various
internal pressures and has been attempting to deal (somewhat

-unsuccessfully) with the need to represent both the "sole

practitioner” who chooses to specialise in Consumer Bankruptcy
work and the "larger, multi-discipline firms" who conduct
Receivership, CCAA filings, Corporate Reorganizations and
workouts, as well as traditional bankruptcy work.

| Consequently, it might be fair to say the CIA is.itself now

fragmented into at least two separate constituencies, the -
corporate and the consumer.

Without wushlng to enter into an analysis of the strengths
weaknesses or merits of each of these three (or four) groups,
suffice it to say it is no longer appropriate or desirable for the
Government to deal with the CIA as the sole or unanimous voice

- for the entire professional insolvency world.

This development or trend towards fragmentation or growth in

the "industry” has occurred for a number of reasons and points

out the need for us to review the manner in which we mterface
and consult with the private sector professionals.
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These reasons include:

- - the significant rise in the "core level” of Consumer
‘bankruptcies (since the early 1980's) which has led to a
rise in the available "market"” for the services of
specialized Consumer Bankruptcy Trustees

- an appreciable increase in the number of "informal
reorganizations” (including CCAA filings) for financially

distressed companies which has led to the rise in the role

of the lawyer as a "reorganization™ specialist

- the "complexity" of the larger corporate bankruptcies and
"workouts" which has led to the need for more
sophisticated linkages between senior legal and
accountmg professionals and thelr clients ..... the large
financial ‘institutions ‘

In short, there have been some very good and rationale "market
driven" reasons for the continuing development of the
professional insolvency community. In turn, these require an
appropriate response from the Government, both as regulator of
the process and as custodian of the public trust in this area.

It would not appear the existing "partnership” with the CIA has
been able to keep pace with these changes.
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The partnership universe - as it should be

While the relationship or partnership between with the A
professional insolvency community (lawyers and Trustees) and
the Government is vital, an equally important constituency is the
credit granting community and their clients .... the borrowers.

Each of these groups has a unique interest in the nature and
workings of the insolvency process and beyond that, they have a
direct financial interest or exposure WhICh they naturally wish to
secure, protect and manage. _

ln the same way as it is no longer appropnate to deal only with

- the CIA (as the sole representative for the professional insolvency
- world) it is no longer appropriate to think only of the large banks

when it comes to the financial services sector.

The number and diversity-of.players i'n this sector has grown in
recent years and is expected to continue to do so. The level of
sophistication, segmentation and specialisation in the provision of

‘both corporate and consumer debt will continue to grow and the

financial stakes will become larger and more complex to manage.

Indeed the interests, attitudes and concerns of each group of
credit grantors will vary substantially and the complexity -of
dealing with this sector can not be underestimated. The fact of .
the matter is, it is only right that those who put their money at
stake should have a greater direct voice and involvement in the

insolvency process... not as "single issue" lobby groups, seeking

to protect their own position..... but as part of a national, multi-
discipline professional forum. . :
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There are a least 7 major sectors in the financial services world
with whom we should deal (and no doubt several sub- -
components of each as well).

—

In approximate order of size and influence this are the:

1.

2.

The following section of this Report attempts to deal with this
topic in greater detail and explain the trends and influences which
- are impacting upon credit grantors in general.

. Credit cards

Banks - Domestic (Schedule A)
: - 'Foreign - (Schedule B)
- Offshore

Trust Companies

. Finance companies

. Non-financial

Automotive finance
General merchants

vendors

General... Visa, MC etc.
Specific.. Sears etc.

. Invéstmeni banks |

. Unsecured trade creditors
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The remainder of the universe

However, it is equally important we not overlook the remainder
of the insolvency universe who, although they do not have a
financial or legal stake in the process, nevertheless do have
interests of various sorts.

This is a sector which includes a diverse number of talents and
unique perspectives. It would be shortsighted and against our
best interest if we were to exclude any of the following groups
from active.involvement in the consultation process.

The Credit Bureaus In their capacity as the
only independent "record keeper" for
the financial community

The Academics In their capacity as both:
- unbiased analysts and
researchers of trends and
- developments and as

- educators of professionals in business
and finance

Financial Executives In their capacity as the managers of the
unsecured trade credit market
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Financial Sector partnerships

In his recent book "The Competitive Advantage of Nation’'s"

- Harvard Professor Michael Porter draws attention to the various

national differences in private sector/government partnerships
around the world

The same pomt has been made in Canada by Sylvia OStry
(amongst others), who believe we need to examine the

relationship between the risk capital providers in our economy

and the business they seek to assist. In particular, to examine
the way in which business, government and the financial sector

- can work together to share the costs of achieving competitive

global success.

Government’s and Corporations in a Shrinking World

A major determinant of competitiveness is investment. Differences
in the cost of capital among countries are very important in
influencing investment performance. While many factors affect the
cost of capital differences in capital, market structure also account
for significant differences in capital cost among countries.

One key. difference relates to the role of banks, which is much

greater with respect to corporate financing in Japan and Germany

than in North America and the United Kingdom. A Federal Reserve
- Bank of New York study points out the follownng

"Close relations between corporations and banks in Japan and
Germany and official efforts in these countries to reduce the private
costs of corporate distress permit corporations to finance
themselves in ways that cheapen the cost s of funds. In particular,
greater integration of industry and banking in Japan and Germany
has permitted higher leveraging without raising bankruptcy rates
much above those in the United States and Britain. The stronger
ties between corporate borrowers and their banks also reduce the
liquidity risk that a firm runs by borrowing so much at short term.
Backstopping private creditors’ management of difficulties is the
Japanese and German governments’ predictable willingness to
spread the adjustment costs beyond the immediately involved
workers, management, creditors and shareholders to business
customers, consumers and taxpayers." ,

Council on Foreign Relations - 1990
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The financial services industry - Managing failure and distress

The financial services industry has always had an interest in the
nature of the insolvency regime. However, as the market has
become more sophisticated and the volumes of both outstanding
business and personal debt have grown, these institutions can
rightfully claim to now have an even greater and growing stake.

‘This includes not only an interest in the nature and application of

insolvency legislation and in the general debate surrounding the
management of both consumer and business financial distress as
a whole, but it also includes a strong interest in the prevention of

. the problem in the first place.

The role for the financial institutions in this process has not yet.
been well defined. Indeed, it can be argued they are partly to
blame for adoptmg too narrow of a "special interest" attitude.
The fact remains, from the Governments standpoint, very like

- work has been done to quantify the way in which these

institutions manage their loan risk portfolios relative to the
bankruptcy process.

What we do know, is that financial failure and loss due to
bankruptcy and insolvency is a natural part of lending activity.
There is no known or possible way to totally avoid such losses
even were it to be deemed a desirable social and economic goal
which, in a free market economy, it is not.

In their recent brief to the Parliamentary Standing Committee, the
Canadian Bankers Association made the point, in their view,

there is a significant risk that changes to the insolvency
legislation will not only affect the way in which financially
distressed or bankrupt clients are managed by them but that
such changes are also likely to have an impact on those who are
financially sound and viable. .
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In other words they are claiming that, because the management
of financial risk is hot a pure science and lenders are
conservative by nature, there are likely to be broad policy and
lending practice changes which will be implemented by the
financial community as a direct result of Bill C-22 and these will

effect the entire market, not just the few who go bankrupt.

Unfortunately (and to the detriment of both sides in this debate)
there has been no readily available or objective statistical
evidence presented to either support or refute this contention.The
gap in understanding on this point and the lack of solid data to
support or test the thesis, places both sides at an unfortunate

- dlsadvantage

This, in itself, should be sufficient motivation for both sides to
work towards a broadening of the dialogue and a deepening of
the partnership as it relates to insolvency law and practice. It is
in the best interests of an efficient and competitive market, to
include all forms of lending institutions in the consultation
process and through that to develop a much deeper mutual
appreciation of market realities and behaviour.

To this end , The University of Western Ontario recently
published a study entitled "Banks and the Small Business
Borrower". This study contains some very useful data on the
market pract|ce of the major Chartered Bank lenders as it affects
their Small Business Clients.

A review of some of the more relevant facts exposed in that

study would help serve as a useful base from which to build a
better appreciation of the lenders perspective.
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Domestic loan losses of the Chartered banks
1987 - 1989

Chart 1

Losses as a % of average loans

1987 1988 1989 - Average
59 % .23 % .35%  .39%

In this Chart, it will be seen that actual annual loans losses (in

percentage terms) might be considered rather low - at less than

one half of one percent (.39 %) of the total loan portfoho of the
major Chartered banks. _

However, in reality, the actual dollar value of Iosses is quite high
given the size of the consolidated loan portfoho which will be
outstanding at any one time.
The total loss provisions in 1990 were as follows:

Domestic banks $ 1,692.4 million

Foreign banks 273.9 million

In other words, total loss ‘p.rovisioris from the banking sector only
were over $ 2 billion in 1990.
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Another useful way to look at the loss experience' numbers it to
compare the loan loss provisions (as a percentage) to the Total
interest Income earned by the banks.

Expressed in this way the losses range from:

6.3 % 10 1.2 % .eovrennen: for the 8 Domestic Banks

and from
91.2 % t0 .3 % .eeuenenns for the 39 foreign banks

It will be obvious, that while the rate of Ioés fluctuates from

~year to year (and very dramatically from institution to institution

in any given year) it has proven virtually impossible for the
industry to manage the losses at anything approaching a static or
core level.

This reality is sometimes confused with the impression that the

- banks are immune to certain level of loan loss and are prepared

to accept it as a simple cost of doing business. In reality, the
banks are relatively sophisticated in managing the portfolios and
assessing risk but can not, despite all their systems and all of
their expertise, ever hope to totally eliminate the losses.
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The Workout ‘Factor

- The more important factor to consider when evaluating the

actions and attitudes of lenders with respect to financial distress
and insolvency is, actually, the level of "non - performing” loans
they carry on their books at any one time. That is to say, the
portion of all loans which are not being properly serviced as to
interest and/or principal. '

The bankers will normally refer to these as "workout situations".

Chart 2

Non-performing loans as a % of Year end loans

1987 1988 1989 Average
2.00 % 1.13 % 67 % 1.27 %

As Chart 2 indicates, there are two fadtoré which are quite
different from the picture initially painted in Chart 1.

1. The actual percentage on non-performing loans has been
falling steadily since 1987 from 2.0 % to .67 % and

2. There are considerably more loans in the non-performing
category than there are in the loss category
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What .does this mean?

In the first instance, whereas the banks cannot possibly manage

‘the actual losses to the point of totalling eliminating them, they

can manage the process by which they informally work with

- clients (outside of the bankruptcy and or insolvency process) to -

overcome the obstacles and place the borrower back on a sound
footing without incurring a loss.

It would appear the banks, as a whole, have been doing a much
better job of resolving financial conflicts in this way than ever
before and this lends credence to the contention on.their part

. that they are dlsplaylng a more constructive and tolerant attitude

than |n the past
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The final point we can make with respect to these figures has to
do with a comparison of "loan losses" to those in the "non
performing” category. This provides as good an estimate as is
possible, to the extent of "financial distress"”, as opposed to
bankruptcy. ‘

Comparison of Non-Aperforming Loans
' : to '
Actual Loan Losses

1987 1988 1989 1990E 1991E

Losses .59 23 - .35 .42 .49
Non-performing 2.00 1.13 .67 157 . 1.65
Ratio - 3.38x 4.91x 1.91x 3.73x 3.36x

As we can see, while the extent of "non-performing” loanshas
been falling steadily, the ratio of "non-performing"” to "losses"
has been erratic, from a high of almost 5 times in 1988 to a low
of 2 times in 1989. '

The fact remains that due to better overall portfolio management
and a more responsive attitude towards "workout”, there are still
far more loans being worked out informally than are subject to
loss through bankruptcy.

.../40




§

Total Factor Analysis

If we place this "workout” factor against the Business
Bankruptcy numbers for the same years we note the following:

Actual | Workout : Total

Year - Bankruptcies | Factor ' Financial ‘Distress

1987 7,659 «338 25889 |

1988 8,031 ' x 4.91 39432 ‘
1989 8,664 x 1.91 | - 16,548

1990(E) 11,642 x 3.73 - 43424

1991(E) 15,000 | x 3.36 50,400

"This "total factor analysis" is a far more realistic ,gauge of the

financial distress universe than the bankruptcy numbers alone.

‘Regrettably, it is still far from scientific it provides and one

further reason for actively involving the banks in the
consultationship process as we must come to better understand
the magnitude of the universe impacted by the insolvency
regime.

ThIS may in fact, lead us to an acknowledgement that the . '

"market” impacted by the legislation is, in fact, far greater than
we understand and the bankers are correct when they become
concerned about the lmpact of the legislation on their entire
client base.
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Another piece of evidence pointing to the need to examine the
"wider universe" theory of insolvency.is contained in various
studies relating to the "corporate life cycle".

According to The Minister of State for Small Business (1989)
who examined this issue between 1978 and 1987, there is a
large number of businesses which can be expected to
"disappear" each and every year. While not all of them fail
through bankruptcy (and some are in fact merged with others),
the fact of the matter remains:

Corporate Life Cycle

53 % - of all business: formed in 1978 had
failed by 1987

" This ranged from 60% in the Business or Personal
Services sector to 29% in community services

23 % - failed to survived the first year

28 % - failed to survive the second year

48 % - failed to survive until the third year

In other words, not all businesses fail because of the withdrawal
of credit by lenders. In fact, quite the contrary. The majority fail
for a variety of other non-financial reasons.

\ .
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According to the same UWO study we referred to earlier, their
examination of 200 "sample failures™ were as follows

Reasons for the Company’s Failure in the Problem Loan Sample

Reason

Poor management skills:

Financial
- Marketing
Operations

Inadequate equity capital

Adverse developments in the economy
Personal problems of the principal
Unrealistic pIans(and projections
Difficulties with major suppliers
Problems in collecting receivables

Loss of key managément

Fraudulent business activities

Excessive cash drains by owner

%

46.0%
35.1
34.2

32.7

- 14.9
-13.4

8.0
7.4
6.9
6.4

3.0
2.5

* Adds to more than 100% because of multiple responses.
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Lenders and their Security

There is a final misconception about lending practice and the
behaviour of lenders in situations surrounded by financial
distress. This relates to the nature and extent of the security
which a bank may take to protect its risk position. It is often
charged that banks overly protect their position and move to
obtain extra security when financial failure is imminent.

The facts would seem to be otherwise. Indeed, while Inventory
and Receivables are indeed the most common type of security

- taken for business loans (and, in fact, may be taken in tandem)
‘security of this type is taken in less than half the cases.

The major categories of security taken by banks and their
frequency is as follows:

- Type of asset Percentage of cases
Receivables | | 55.9 %
Equipment 30.3 %
Inventory : | 28.9 %
Vehicles 12.3 %
Land/buildings " 9.0 %
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In the case of realisations upon that security, it has been shown

~ that recovery is significantly less than 100 cents on the dollar.

In fact, it amounts to only 66 cents on the total value of all
security taken.

In terms of recovery (by category of security) it is:

60 % .....cevnnenns on Guarantees
87 % eeeeernrnnnn. on machinery -
71 % cvvnvnnnnn. on receivables.
41 % ..... on inventory

These are the type of historical recovery rates that the banks use
in "margining” their security and are the rates which they feel .
may be subject to further deterioration as a result of the 30 days
goods, super priority and other changes contained in Bill C-22.
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The nature of the consultation process .

We have now had the opportunity to examine each of the major
factors which influence the insolvency system and those which
are currently forcing us to re- examine o(r role and the way in
which we wish to conduct it.

The challenge is to set a new "vision” based upon consultation
and partnership with the private sector and to this end;

We have:

- examined the nature of the risihg level of bankruptcies
and the likelihood they will plateau at a new and higher
"core" level than ever before

We have:

- established that the bankruptcy numbers do not, in

- themselves reveal the true extent of financial failure and
in fact reveal only a small fraction of the overall level of
financial distress, being experienced at both the
consumer and business levels

We have:

- recbgnized the emergence of professionals outside of the
Trustee community who have an active interest in the
insolvency field

We have:

- acknowledged the broad "macro” economic environment
we are likely to continue to face as the economy
restructures itself to compete globally

We have:

- accepted the restraints under which the Public Service
will operate and the initiatives under way for
implementing a new management style and philosophy
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We have:
- assessed how the financial services industry has changed
- and is likely to develop in the future

We have:

- demonstrated the emergence of new players in that
sector and the important role of the Trade Creditor

and finally;

We have:

- ‘been forced to accept the need to reevaluate our
- management process and priorities and to find new
- ways to do more while better serving our constituents
and more closely involving them in the process

The "vision™ or "mission” we set must be built upon the twin
commitment to "consultation and partnershlp"

The "vision™ must recognize a new role for Government -and a
fundamental shift in both culture and attitude. The process must
be set against the backdrop of wider responsibility and
accountability and established upon an entirely new and
progressive footing.

We must begin the process by establishing a new "paradigm”,

clearly setting out and communicating the principles by which we
will open up the "partnership and consultation" process. We
must seek to combine the most relevant of widely accepted
modern business management techniques land balance them .

- against the unique requirements and demands of effective Public

Service.
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This will not be an easy task. The process of change will take an
unusually high level of senior management commitment and time.
Risks will have to be taken. Mistakes will be made.

The process is nothing short of an "investment” which will only
"pay off" over time depending on the amount of capital mvested
at the outset.

The process of consultation must abide by certain rules and
these must become the "Guiding Principles™ governing the
initiative.

The Ten Rules 'for Effec’:tive Consultation

1. The role of the Government should be as a "faciiitator"
2. The "engine" should be private sector dominated

3. The process must place emphasis on "private sector responsibility" and the
~ultimate goal of self regulation of the insolvency process

4. The "consultative net" should be cast as wide as possible

Priority must be placed on the "educational and research and
development" aspects of the insolvency process

6. The emphasis must be on "building bridges" énd forming new linkages

7. The process should be I'Igld in structure and yet "fluid and flexible" in
format

There should be a maximum amount of "field/regional involvement"
9. Goals/targets must be set and the results "regularly measured”

10. Everythmg about the process, should represent the highest standard of
"quality and professuonallsm ‘possible
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Setting the wheels in motion

The process of effective consultation and the formation of
meaningful partnerships must have both short and long term
objectives.

" These objectives should be both: "quantitative and qualitative".

The initial focue should be kept simple and directed towards;

- Education
- Research and development and

- Networking
The short term "objectives" should be to:

- Monitor- the market impact of Bill C-22

- Begin the process of debate, re-evaluation and
assessment '

and
- Establish the means for reaching a consensus on

modifications, changes and enhancements for the
Parliamentary Review in 3 years time

...149




The ultimate, "long term", goal should be:

to place the insolvency process f|rm|y wuthm the wider
context of financial distress

to achieve a significant reduction in the long term trend
and core number of bankruptcies

to establish a program for the effectlve prevention of
fmanc:al distress and

to establish the means for greater self regulation by the

professional insolvency bodies
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THE OBJECTIVES MATRIX

QUALITATIVE QUANTATIVE
GOALS ‘ GOALS
® Research & develo?ment m  Broaden the debate
Short Term » : '
Goals @ Networking m C-22 Monitoring
®  Education | @ Committee work

m Alliances of understanding m Reduce bankruptcies

Long Term m Consensus = Prevention
Goals ' S o .
m Privatization m Self regulation




Changmg the paradlgm

At the present time, the formal msolvency world revolves around
the power of the Superintendent of Bankruptcy and his ability to
issue licenses and initiate disciplinary proceedings. The market’'s
view of the process is in keeping with their traditional view of
the Government as the "regulator of a bureaucratic process”.

As we know, there are pressures demanding a reassessment of
this role and a total re evaluation of the government-private
sector relationship.

In this climate,the "litmus" test will ultimately be in terms of our -
efficiency and relevance to the insolvency process.

Efficiency .... in terms of how well we perform and how well
we serve all of the constituents and

Relevance .... in terms of whether or not we can carve out a
justifiable, meaningful and value added new role
for ourselves, within the changing market context
and against the demands and constraints under
which the Public Service will be operating

This requires nothing less than a dramatic "repositioning" of the
Superintendent’s role to ensure these two qualifications can, in
fact, be successfully met.
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At the very heart of this "repositioning™ is an acceptance of the
need for a new "paradigm” based upon a strong commitment to
the twin concepts of consultation and partnership.

A commitment that places the Superintendent in a broader and
more influential context than ever before. One which ensures
the Department: '

- becomes "market driven"

- "client f'ocused"\and

- "interactive" with the private sector
This "vision" would have the Superintendent act as not only the
"custodian™ of the insolvency process but also as the "facilitator"
for consultation with the private sector constituents and other

Government Departments, both federally and provincially.

It would place a far greater burden on the Superintendent to

" interact with the entire market (not just the Trustee Community)

and to be responsible for the formulation of the long term
strategic plans and programs necessary to achieve the national
objectives.
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This dramatic change in approach is necessary in order to fully
recognize and address the emerging reality of the professmnal

~insolvency process.

‘It is necessary in order to:

Recognize that:

. The insolvency process needs to be more effectively
linked to the whole economic revitalisation agenda and
can no longer operate in isolation

Acknowledge that:

2. The insolvency process is much wider than is reflected in
the bankruptcy numbers alone

Accepts that: |
3. The Department has a responsibility for the integrity of
the system that goes beyond the licensing of Trustees
and the processing a bankruptcy files

Believes in:

4. The need to interact with all of the constituents in the
system, including the lending community and finally .

Commits to:
5. The respohsibility for not only administering the fatalities

- of the insolvency system but also seeks to find an
answer to their prevention.
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Implementing the action Plan

Any effective "business plan” will contain several elements which
must be moulded together and forged into a effective package.
Often, the final objective may seem elusive at the beginning and
will only come into sharper focus once the process has begun. It
is also fair to say that in any "bold plan” you have to be ’
prepared to take risks. That means setting the objectives high
enough that they create an energy of their own and a "vision™

- that can be accepted by a broad range of players.

This will certainly be the case with any plan to reposntlon the
Superintendent and establish a lasting commitment to
consultation and partnership.

As we have noted earlier, there are two "elements” which need
to be put in place before we can build the plan: '
, » ;

The first ...... . is a rationale for the process and
The second ... are the objectives themselves
We have already provided a conceptual framework for these

criteria in our "Objectives Matrix" and they now need to be
explained in somewhat more detail.
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Rationale for the consultation process
Simply put, the rationale for a programme of consultation with
the private sector is to place the Superintendent in a new
"leadership role” within the insolvency world in the areas of:
Education
Research and development and
Networking
This is to say, placing the Superintendent in an entirely new light
within the insolvency community at large in such a way as he

becomes the "facilitating focal point” for the establishment of a
multiple set of cross disciplinary professional partnerships.

- The consultation process must be "sold" to the private sector on

the basis of merit and must permit all parties to view the three
priorities as. a common objective.

This will only be possible if we ourselves have a clear belief in
the rationale for each priority. .

A more complete explanation now follows.
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Priority 1 ....... Education

There is an mcreasmg acceptance in society today that we all

need to do more in support of education and towards improving
the knowledge and competence levels of the community. In the
context of the msolvency universe (as we have now redefined it),

there are several issues we can probably all agree upon including

the belief that:

- We can all learn something about the insolvency process
from the other professional constituents

- No one constituency has all the answers or all the
necessary knowledge and

-~ The more we know collectlvely, the better off the system'

will be overall

Consistent with the overall thrust of the consultation process the

objective (in the education area) should be on the formation of:
"Alliances of understanding” |

This will take the form of a complex "web" of communications

and information sharing wherein the Superintendent will act as

facilitator, score keeper and referee.

It recognizes the need for an upgrading in knowledge between:

‘The Superintendent and........ SO the financial community
The trUstee community and.............. ‘the financial world
The trade and business groups and... the Superintendent

The academic community and............ the insolvency
: professionals
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Priority 2 ..... e Research and development

In today’s world, there are constant demands on all of to keep
one eye focused on the future and not become so comfortable
with the present that we fail to -adapt to the changes going on
around us.

It is entirely consistent with this reality that the Superintendent
should reposition himself in a leadership role in the area of
Research and Development in the field of insolvency. Ensuring
there is always a healthy and vital degree of work bemg done in -

~ this field from a developmental perspectlve

This must, once again, be a role in WhICh the Superlntendent
seeks not to be at the centre of the knowledge base himself but
rather cajoles and sustains an effort on the part of the private

: 'sector constituents.

It also acknowledges that any future amendments to the
insolvency regime deserve to be evaluated in the light of accurate
and thorough emplrlcal data of a kmd we simply do not presently
pOSSess. _

'Flnally, |t is based upon a premlse that suggests (in the splrlt of

creating breakthrough opportunities for Canada) that we might
actually wish to rethink the insolvency process from the ground
up, rather than simply modlfylng and amendmg as we go.
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A empha3|s on the need for ongomg Research and Development
in the insolvency arena would recognise:

The insufficiency of our current demographic‘ data and
statistical analysis on bankruptcy ‘

The incomplete nature of our "universe" of information on
the much wider field of fmancnal distress

A lack of understandlng as to the practical appllcatlon and
possible results of the lmphcatlons of Bill C-22

The needs and benefits of placing the whole subject of
insolvency under an experimental or scientific light

The wisdom and desirability of.creatihg'_an awareness of -
international developments in the insolvency field
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Priority 3 ........... Networking

At the very centre of the consultation initiative is a belief in the
desirability of creating a truly "dynamic"” environment in which

the various:constituents interact with and learn from each other.
In the process, they will create a momentum and common vision

which benefits the system as a whole.

This network of "partnerships"” can not simply be constructed at

the centre but must spread out to the field and thereby allow for |

regional issues to be dealt with locally. It must be a multi layer,
multi dimensional initiative that permits all levels of the
professional community to participate and creates a mechanism
for both the identification and the resolution of problems and
issues at the point closest to the source.... not from on high or

“from the centre.

Consequently, the networking element of the plan must support a -
- system whereby "bridges” are built between:

The national representatives of each constituency
The Superintendent and the national representatives

The Superintendent and the Regional Assistant
Superintendents

The Regional Assistant Superlntendents the Reglonal
Constituents

../59



. 4 - - ’

Establishing Broad Objectives

Having now established a basis and rationale for entering into the
consultation process, we must ensure the "objectives” are clear
and are seen as worthwhile by all of the constituents.

They must be set in such a way that they are reasonable and
provide for ready "buy-in" by the various parties. This means
they must be linked to some form of self mterest on the part of
each group.

Bill C-22 essentially provides this impetus given the fact the
legislation requires review, by Parliament, within three years. It is
also provided in public statements by the Government indicating

“their commitment to an ongoing process and change and

modernisation to the insolvency regime.

Even in the absence of these "internal” motivating factors, the
fact remains that developments in the world at large are likely to
force the country to be in a of constant state of examination of

~all of its framework laws and require us to regularly monitor their

effectiveness in the global arena.
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The message that should be sent by the Superintendent (with
respect to this process) should be clear and visionary. It should
emphasis the need for ongoing involvement by the private sector
in the re-evaluation process. The immediate objectlves should be
framed in the context that:

The amendment process must never again fall victim to the
type of delays and bickering we have seen in the past

Future amendments must be made with a much better and
more objective understanding of their impact and risks

The actual results of C-22 must be followed closely,
specifically as it relates to (as an example):

credit availability and the 30 days goods provision
the effectiveness of the counselling process

the success in creatmg more proposals

the receivership activities

“All of this will, in turn, form the basis for a constructive and

rational process of ongoing consultation leading to:

The continuous evaluét_ion of Bill C-22

‘The gradual emergence of a consensus on possible areas for
change and improvement and

An clarification on future direction.
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Implementing the consultation process

If the consultation process is to succeed and achieve any of the
objectives we have outlined so far, there will be at least five
critical issues which will need to be addressed at the outset.

. These will include:

1. Gaining the initial'_lco-operation and support

2. Projecting the new mandate

3. Securing sincere ongoing commitment

4. Establishing the proper framework and

5. Ensuring full and diversified involvement
In his role as "facilitator” it is important the Superintendent not
attempt to directly structure the consultation framework. This
must come from the constituents themselves and over time, they
should determine the precise nature of the forum they think is
best likely to produce the desired results.
The Governmente initial role must be'restricted to:

- establishing the initial Forum

- energizing the Mission Statement and

- ensuring the ongoing commitment of all parties
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This will be a new role for the Department and is an attempt to
position the Government as the "conscience"” of the insolvency
system and not just the regulator of the bankruptcy process.. As
we have seen earlier, the role should be to set the vision and
then cajole the constituents into committing their time, resources,
energy and intellectual talent.

While the process should not be managed at the centre (by the
Government), there are several components that can be

~orchestrated by the Superintendent.

This amounts to the creation of a "Blueprint for action” and it

includes several very precise and discreet steps.
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‘Phase 1 - Establishing the new "mandate™

- The process of “repositiohing" the Superintendent should begin

by establishing a "master plan” in a way which creates a sharp
distinction, in the eyes of everyone, between the ways of the
past and the route to the future.

This division must be in terms of both "substance and style”.

curiosity of all of the various constituents. .

The first step would be to:

Step 1. Assemble a master "contact list" of key

professionals from each of the constituents. T
include:

all Trustees
all insolvency lawyers

the Chief lending officers of each financial

institution

the large trade creditor groups

the Executive Directors of each business group or
Association:

- Canadian Bankers’ Association

. The initial approach should be built around ways in which to
- "shock the system" and thereby gain both the attention and the -

his would

- Canadian Federation of Independent Business

- Canadian Manufacturers’ Association -

key academics
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Step 2. A personal letter should then be sent (by the
Superintendent) to each of the key contacts announcing
his intention to establish a formal private
sector/government consultation process and linking it mto
the

- the Government’s PS 2000 Program
- the "Prosperity Initiative" and

- as part of the Phase 2 preparatory work

The letter would state the basic objectlves and rationale for -

the implementation of the process and would place it in the .
context of the enactment of the new Bill and the

opportunlty which its passage creates for the establishment

- a new "partnership of consultation™ in the future.

The letter would advise the constituents of the
Superintendent’s intention to make cross country tour to
speak to regional groups.

Step 3. A series of public speeches would be lined up for the
Superintendent in each major city across the country (all
to be conducted within a one week window).

This "road show" would stress the importance of the
new initiative and would represent a clear and direct-
appeal for the insolvency community to come together
and commit to the process.

The tone would be one of challengmg the prlvate sector
to rise to the. occasnon and volunteer their efforts.

../65



ay A IR B W o an BN B EE B A B S T EE EE B .

Phase 2 - Projecting Sincere Ongoing Commitment

Following the despatch of the letter (Step 2) and the cross
country speaking tour (Step 3) the plan should be to quickly
establish a new means of communicating with the constituents in
a way which projects sincere ongoing commitment.

This can be done in several ways and the steps should include;

Step 4. Redesigning the Superintendent’s Monthly Bulletin and

expanding it readership on a self financing "subscription™
basis. The first issue of the reformatted publication
would be to recap the message sent out in the letter
and carried in the ' road show".

The format should be modified and its message
broadened to cover the wider spectrum of financial
distress. A guest Editorial board should be formed or
private sector government officials and the publication
would be positioned as "the definitive authority” on
insolvency and financial distress in Canada.
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Step 5. Following the conclusion of the "road show" individual
meetings or contract negotiations should be held with the
Executive Counsel or Board of each of the key
constituent groups. These should mclude (but not
necessarily be limited to)

- The Canadian Insolvency Association

- The Insolvency Institute

- The Canadian Bar - Insolvency Branch

- Canadian Bankers’ Association

- The Trust Companies Association of Canada

- Canadian Federation of Independent Business

- Canadian Institute of Financial Executives
The meetings would be arranged with the objective of
"personalising” the message and making it clear that we are

looking for private sector partnerships and that we will be
restricting our role to acting as the moderator or facilitator. They

must realise they are being asked to rise to the occasion and

"carry the freight".
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Phase 3 Gaining Initial Co-operation and Support

The "contract negotiations” would be set up with the very
specific intention of obtaining the private commitment of each
group to the process of consultation.

The meetings should be straight forward, blunt and business like.
Consequently, there should clear expectations established at the
outset.

These steps would be as follows:

Step 6. Prior to the meeting, each group would be informed we
will be specifically asking them for the following:

(i) The name of a "consultation” team leader
and an alternate

(ii) Their commitment to attend a two day
- National Conference of Insolvency
Constituents and

| (iii) A clear statement of the 3 key issues and/or
priorities of their group
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Step 7. The groups should also be left with a very clear
statement of our expectations of them.

This may be the most difficult message to convey and it
will naturally have to be personalised to the specific
group. This will form the basis for what we will call the
"consultation contract

These "contracts" Wl|| have to be developed but they
would be somethmg like this.

Canadian Bankers = A commitment to share their |
| information on non performing loans

CFIB A commitment to provide data on
~ : ' new business formatlon etc

Credit cards ‘Delinquency and loss reports
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Phase 4 Ensuring Full and Diversified Involvement

It would appear as though one of the most significant roadblocks
to amending the insolvency process in the past has been strong
"special interest" posture of each constituency and the fact all

- previous debates have centred on the realignment of legal rights.

This atmosphere and approach must be'changed‘ (or at least
tempered) through the development of:-

- a better, mutual understanding of the basic role of the
insolvency process

- its ultimate legal and social objectives and

- its place within the economic restructuring process.

Admittedly this will not be an easy task!

One way in which to ensure this does, in fact; happen and yet
also ensures the process remains properly balanced, would be to
widen the consultative net and thereby to make it quite apparent
to any special interest group that they are better off working
from within the system.... rather than sniping at it from. outside.

In effect, our challenge is to make each and every constituency
feel that the "consultative network"” is at the very heart of the
process so that they not only want to be part of the network,
but also feel there is some prestige or merit to being included.

As a result, we need to create what is in effect an elaborate
series of "checks and balances".
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For instance:

- CFIB can not be allowed to become the sole voice for
small busmess -

- the CBA can not'become a short cut means of
communicating with each of the major banks

- the CIA can not be the only vehicle through which to talk
to insolvency professionals

In other words, we- must att'empt to find a way to transcend the
"lobbyist" posture of the key groups and force cross professional
consensus.

To do so we must establish the "right to consult”. As in .any
service industry, the priority should be placed on:

- quality service to the client
- putting the client first ... and
-~ - being mtlmately involved Wlth the client on a regular

basis.

This requires a significant commitment to regular visits with each
of the key client groups and such monitoring techniques as client
surveys etc. :

- The process must be one where the results can be measured and

the progress against "productivity” and service targets monitored
on a regular basis. '
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Step 8. We should begin by establishing a "Client Contact

- Step 9.

Directory” and assigning direct client responsibility for
each contact to a specific senior member of either the
Head office or Regional management team.

These lists should be treated as though they were
individual "client portfolios™ and it must be made clear to
the "Relationship managers" that they will be assessed
and monitored against their ability to service the client.

In effect (and in reality) client service and interaction

with the constituents will become Priority Number 1.

The list should include members of each constituency
beyond those represented on the executive committee of
the respective professional association. '

In other words it should include:

- the senior lending officer of each major Bank, Trust
Company, Finance Company

- senior management of every other major creditor
community

- the management of the Credit Bureaus etc.
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Step 11.

- Step 10. Each member ofv the management team will be

expected to enter into a "Performance contract” with

. the Superintendent whereby specific targets and goals |

are set for each "portfolio" in terms of:

Quantitative expectatlons (the number and frequency
of vnsnts etc )

and

 Qualitative expectations (elient specific goals)

‘These WI|| become the Key Result Expectatlons (KRE’s)
of each management officer. .

Each management officer will begin his or her visitation
program and will meet with the Superintendent
monthly to review the results against the plan..
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Phase 5 - Establishing the Proper Framework

As we have seen, there will be several levels of contact created
with the private sector. These will include:

1. Individual client contact as well as

2. Association contact

A means of bringing the two together, i.e. some form of:

3. An Assembly of Associations
Out of this Assembly will, in turn, come a series of:

4. Joint Committees (described more fully below) and
Finally, the final level of interface will take the form of:

5. An Annual Conference of Insolvency Professionals.

We have already dealt with the first two of these. Let us now
examine the final three in greater detail.
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Step 12. - The Assembly of Associations

As we noted at the outset, the professional insolvency
world has developed to the point where there are now
three separate groups of insolvency professionals each of
whom can claim their own "raison d’étre”.

The CIA
The Insolvency Institute and

The Canadian Bar

It should be stated quite clearly that our objective is not
to interfere or replace the role of these Associations.
Rather, our role is to facilitate an interaction amongst
them and with the various other "stakeholder groups
who are not represented in these fora.

One such way would be through "An Assembly of
Associations™” for which the Supermtendent would act as
Chairman and moderator

The first meeting of this group would be the most
important.

1t should be kept to ‘nAo more than 20 people, with no

more than two representatives from each constituency.
The focus would be on networking and establishing a
more formal means of sharing information and views.
The importance of education as well as research and
development would be stressed.
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The structure of the meeting might be as follows:

S o & & N

Day 1
1. Brief presentations by each constituency
2. An overview of the consultation process
3. A Presentation on PS 2000
4. A presentation by The Monitor Company or some other
management consulting group or group on the challenges
facing Canada in the 21st century
5. Presentations by a leading expert on personavl financial
panning or management
6. A presentation by a leading US insolvency expert
Day 2
1. Individual workshops (discussion groups) on each of the

following prlorlty areas:

1. Consumer bankruptcy
Small business
Wofkouts and dist‘ress
International issues
Education |

-Research and development
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The balance of the second day would be spent in General
Assembly, developing an action or implementation plan.

This would have several objectives in mind:

DAY 2 (cont’d)

each of the six priority areas listed above

2. The formation of those six individuals and the
Superintendent into a "Managing Directorate”

3. Obtaining the agreement of those spokespeople to:
- the formation of a "Standing Committee” on each
area to act as an advisory council to the
Government
- “quarterly 'meetings" of the Directorate

The objectlve would be to have each committee

constituency, thereby forming an elaborate network
alliances.

each priority to be placed before the Conference.

1. The election of a "spokesperson” or Committee Chalr for

include a "cross section” of representation from each

4. Each Committee would then be asked to prepare a report
on their topic for presentation at the Annual Conference.
The report would be a "Strategic Plan" for addressing

of

The key here would not be to necessarily elect an equal number
of representatives of each and every constituency for each and

every committee, but rather to make the Commlttees "topic

- specific” and cross disciplinary.

It should also be made clear at this point that the existing JCB .

Wwould remain in existence as the advisory mechanism to the
superintendent on matters dlrectly affecting the Trustee
communlty
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Step 13. The Annual Conference

- We have already accepted:

a need for the dialogue to be as wide open as possible

for the partnerships to be as diversified as necessary

that there will be multiple levels of interest in the
insolvency debate and process and for

the right for each constituehcy to be heard.

Finally, we have set ourselves the role as "facilitator".

In this circumstance, it seems appropriate to have the
Superintendent formally and publicly commit to an "Annual
Conference” of the insolvency world (a State of the Union

~ presentation or Annual Report).

This would be undertaken in the context of the
Superintendent’s responsibility (as custodian of the
insolvency system) to make a public accounting or report on

- the insolvency profession and system as a whole.

In @ manner of sp_eakmg, this would be a "mini" Auditor
General’s Report touching on the various aspects of the
previous years activity and at.which each- of the Committee
Spokespersons would be asked to present the results of
their work.
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The next generation of changes:

We noted earlier in this Report, our ultimate objective is not to
make the Government the centre of this process from e|ther an
implementation or execution standpoint.

- The objective is to:

- find a means of implementing private sector solutions
- establishing ongoing private sector initiatives and

- developing greater responsibility on the part of the
professional insolvency community

The "Blueprint” we have outlined herein is intended to help
achieve that goal but it is not an end in itself. In fact, it will only -
bring us to the beginning of what will be the most important part

~of the ent|re process.

"The creation of a dynamic, self sustaining and self
propelled initiative - fuelled by the desire and energy of the
private sector to share responsibility with the Government
and a willingness on the part of all parties to hold
_themselves accountable to the public at large”
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The simple fact of the matter is Government can not and should
not attempt to drive the process.

Our role must be:
To act as the "Chairman of the Board".
To set the "vision".
To foster the long term view.
To create a -climate for change and dialogue.
~ To establish the vital partnerships.
Each of these roles requires great skill and a redefinition of the

way in which Government has traditionally sought to position
itself in a regulatory process such as insolvency. It will not be

~ easy!
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Conclusion

We have attempted in this Report to provide a fresh, all
encompassing view of the unique p033|b|ht|es which currently
exist for us to create a quantum shift" in the way in which the
professional insolvency process is managed by Government.

We have sought to explain the many pressures which are being
apphed to the system today and those which are Ilkely to apply
in the future.

‘Our objective has been to stand back from the process and take

the widest possible view of the "challenge"”, without surrendering

to traditional methods or solutions.
We recognize the radical departure this Report suggests.

_ We make no apologies for it’ s phllosophy or baS|c premise.

There are no easy answers to altering attitudes or breakmg old
habits.- The goal, at every level of Canadian society today,
should be to ensure the country is adequately equ1pped to
compete effectively in the global market while sustaining a rising
standard of living at home.

We believe this can only come about through the creation of
"partnerships for change” and the establishment of a national
agenda in which business, government and the professions are all
equally committed to by the same "vision™. L

../81




T

The challenge is perhaps best captured by Professor George C.
Lodge in the final chapter of his book "Perestroika for America”
where he notes that:

"Central to this task is improved business-government
relations that rest on a redefinition of the roles of each and
the design of new mechanisms and procedures for bringing
them together. This means change and controversy. It will
take time: hopefully not too much because with time
comes ctrisis, and crisis is expensive. It is a shame to waste
it. To repeat: The overriding task of leadership in
government and business is to make maximum use of
minimum crisis for maximum change.

This Report is intended to help create a framework for this
change.
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INSOLVENCY CONTACTS - BANKS

Mr. James D. Anderson
Vice President
Special Loans

Royal Bank of Canada"
Toronto, Ontario

M5J 2J5

Tel. (416) 974-8129
Fax. (416) 974-8376

Ms. Elizabeth Barrett-Hackel

Manager, Credit

Corporate & Investment Banking Group
Toronto Dominion Bank

P.O. Box 1

Toronto Dominion Centre

Toronto, Ontario

M5K 1A2 ' .

Tel: (416) 982-6517

Fax: (416) 982-2761

Mr. Michael Bastian
Vice President
Development & Marketing
Treasury Division i
Royal Bank of Canada
Toronto, Ontario

M5J 2J5

‘Tel. (416) 974-3276

Fax. (416) 974-3142

Mr. S. Dennis N. Belcher

" Senior Vice-President

Investment Banking Credit
and Credit Policy

The Bank of Nova Scotia
Scotia Plaza

44 King Street, West

Toronto, Ontario

MSH 1HI

Tel. (416) 866-6893




Mr. Tom Bleackley

Executive Vice President, Lending
Royal Bank of Canada :
Royal Bank Plaza

8th. Floor, South.Tower

Toronto, Ontario

MS5J 2J5

Tel. (416) 974-8383

Fax. (416) 974-8131

Mr. Pierre de Boulanger
Senior Vice-President
Toronto Dominion Bank
Credit Division

P.O. Box 1

Toronto Dominion Centre
Toronto, Ontario

M5K 1A2

Tel:

Fax:

Mr. William T. Brock
Executive Vice President
Credit o
The Toronto-Dominion Bank
P.O. Box 1
Toronto-Dominion Centre
55 King Street, West

and Bay Street
Toronto, Ontario
MSK 1A2
Tel: (416) 982-8222
Fax: (416) 869-0391

Mr. T.D. Campbell : -

Member - Task Force on Bankruptcy Legislation
Vice President and

Senior Credit Officer

‘Special Accounts Management Unit

Bank of Montreal

20th. Floor

1 First Canadian Place
Toronto, Ontario

MS5X 1Al

Tel. (416) 867-4695

_Fax. (416) 867-6442



Ms. Louise Cannon

Chairman

_Task Force on Bankruptcy Legislation
and Senior Vice President

Canadian Commercial Banking

The Bank of Nova Scotia

7th Floor, General Office
44 King Street, West
Toronto, Ontario

M5H 1H1

Tel. (416) 866-7033

Fax. (416) 866-7541

Mr, John F. Crean
Executive Vice President
The Bank of Nova Scotia
44 King Street

Toronto, Ontario

MSH 1H1

Tel: (416) 866-6321

Fax: (416) 866-3770

Mr. Richard Dorais

Member»— Task Force on Bankruptcy Legislation
Assistant Director ' '
Legal Department

National Bank of Canada

5th. Floor )

600 rue de la Gauchetiere, ouest
Montreal, Quebec

H3B 4L2

Tel: (514) 394-8009

Fax: (514) 394-8471

R.G. (Rick) Durham

Vice President, Nova Scotia
The Bank of Nova Scotia
Nova Scotia Provincial Office
1709 Hollis Street,

P.O. Box 2146

Halifax, N.S.

B3J 3B7

Tel: (902) 420-4903

Fax: (902) 420-0328

Car: 456-5878
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Mr. Paul H. Farrar

Senior Vice President

Special Loans Division

Canadian Imperial Bank of Commerce
Commerce Court West, 6th. Floor
Toronto, Ontario

M5L 1A2

Tel: (416) 980-4882

Fax: (416) 861-3602

Ms. Barbara Godin

Chairperson

Task Force on Consumer Bankruptices
and Vice-President

Retail Collections & Administration

The Bank of Nova Scotia

44 King Street, East

Toronto, Ontario

M5H 1H1

Tel. (416) 866-3923

Fax. (416) 933-2148

Mr. R.S. Grant

Member - Task Force on Bankruptcy Legislation
Vice President -
Lending (Canada)

Credit Risk Management
Royal Bank of Canada

8th. Floor, South Tower
Royal Bank Plaza

Toronto, Ontario

M5J 2J5

Tel. (416) 974-3304

Fax. (416) 974-3141

Mr. L.D. Hivon

Executive Vice~President
Credit

Canadian Imperial Bank of Canada
Commerce Court
Toronto, Ontario
M5L 1la2

Tel. (416) 980-~2211
Fax: (416) 360-5271




il N . S aE .

-Senior Vice President ' ’ :

- MBJ 235

Mr. Jess Hungate

Assistant General Counsel
Corporate/Investment Banking & Treasury
The Royal Bank

Suite 1900, South Tower

Royal Bank Plaza

Toronto, Ontario

M5J 2J5

Tel. 974-5068

Fax. (416) 362-0710

Mrs. D.M. Leahey
(Dennice)

Independent Business _
and Agriculture o . |

Royal Bank . |
4th Floor - West Wing '
1 Place Ville Marie

Montreal, Quebec

H3C 3A9

Tel: (514) 874-7078

Fax: (514) 874-4884

Mr. Olivier H. Lecat
Deputy Comptroller
Treasury Division
The Royal Bank

Royal Bank Plaza
Toronto, Ontario

Tel. (416) 974-6112
Fax. (416) 974-8958

Mr. Dylan MacKenzie

Vice President

Credit

The Toronto-Dominion Bank

P.O. Box 11

Toronto-Dominion Centre
55 King Street, West
and Bay Street

Toronto, Ontario-

M5K 1A2

Tel. (416). 982-5474
Fax. (416) 869-0391




Mr. N.R. Macmillan
Senior Vice-President
and Senior Credit Officer
Bank of Montreal
Corporate & Government Banking Group
First Canadian Place
Toronto, Ontario
M5X 1Al
Tel: (416) 867-4701
Fax: (416) 867-6944

Mr. Vic R. Mangal

Vice President

Risk Management Implementation Team
Canadian Imperial Bank of Commerce
Commerce Court North, 1lth. Floor
Toronto, Ontario

M5L 1A2

_Tel: (416) 980-2108

Fax: (416) 861-3793

Mr. T. McDermid

Senior V.P. Special loans
Royal Bank of Canada
Royal Bank Plaza

8th. Floor, South Tower
200 Bay Street

Toronto, Ontario

M5J 2J5

Tel: (416) 974-8127

Fax: (416) 974-8376

Mr. Paul D. McFarlane

Vice President & Deputy

Special Loans Division .
Canadian Imperial Bank of Commerce
Commerce Court West, 6th. Floor
Toronto, Ontario

M5L 1A2

Tel: (416) 980-3997

Fax: (416) 861-3602



Mr. David P. McNaught
Vice-President
Risk Management Policy
Risk Management Policy Unit
Bank of Montreal
First Canadian Place
Toronto, Ontario
M5X 1Al
Tel. (416) 867-5436

(416) 867-6835

Mr. D. Munford
Vice-Chairman

Risk Management Policy
The Bank of Montreal
P.O0. Box 1

1 First Canadian Place
Toronto, Ontario

M5X 1Al
Tel. (416) 927-7772
Fax.

Mr. Patrick C. Noonan
Member - Task Force on Bankruptcy Leglslatlon
Senior Vice President
Credit Division

Toronto Dominion Bank
Head Office, 11th. Floor
P.O. Box 1

Toronto Dominion Centre
Toronto, Ontario

MBK 1AZ2

Tel. (416) 982-7590

Fax. (416) 869-0391

Mr., James F. O'Donnell

Senior Vice-President

Automotive Finance and Retail Lending
The Bank of Nova Scotia

44 King Street, West

Toronto, Ontario

MbBH 1H1

Tel: (416) 866-3491

Fax: (416) 866-480




Ms. Maria Papas

Manager

Royal Bank

Lending Services & Franchising
Independent Business

Head Office

1, Place Ville Marie, 7th Floor North Wing
Montréal, Québec ‘

H3C 3A9 '

Tel: (514) 874-3102

Fax: (514) 874-4884

Member - Task Force on Bankruptcy Legislation
Solicitor

" Legal Division

CIBC

31st Floor

Commerce Court North
Toronto, Ontario

MSL 1A2

Tel: (416) 980-3336
Fax. (416) 368-9826

Mr. David E. Phillips
Vice-President

General Counsel & Secretary
The Canadian Bankers' Association
Suite 600, The Exchange Tower
P.O. Box 348

2 First Canadian Place
Toronto, Ontario

MSX 1E1

Tel: (416) 362-6092

Fax: (416) 362-7705

Mr. Frank Pinguet
Senior Manager
Consumer Collection

~Bank of Montreal
- First Canadian Place - 18th Floor

Toronto, Ontario

" M5 1Al

Tel: (416) 867-7052

" Fax: (416) 867-7653




Mr. W.P. Randle

Secretary - Task Force on Bankruptcy Legislation

Assistant Director

Legal Affairs & Foreign Banks' Secretary

Ccanadian Bankers' Association
P.O. Box 348

The Exchange Tower

2 First Canadian Place
Toronto, Ontario

M5X 1E1 '

Tel: (416) 362-6092

Fax: (416) 362-7705

Mr. Richard Remillard
Vice President
Government Relations

.Canadian Bankers' Association

90 Sparks Street
Room 526

Ottawa, Ontario
Tel: 234-4431

Mr. R.A. (Bob) Richardson
Vice-President, Credit
The Bank of Nova Scotia
Atlantic Regional Office
1709 Hollis Street

P.O. Box 2146

Halifax, N.S.

B3J 3B7

Tel: (902) 420-3604

Fax: (902) 422-8117

Miss Linda J. Routhledge
Advisor, Consumer Affairs

The Canadian Bankers' Association

Suite 600, The Exchange Tower
P,O0. Box 348

2 First Canadian Place
Toronto, Ontario

M5X 1E1l

Tel: (416) 362-6092

Fax: (416) 362-7705




Mr. Robert Savoie

Manager Collection

The National Bank of Canada
500 Place d'Armes

9th Floor"

Montréal, Québec

H2Y 2W3

Tel: (514) 394-6961

Fax: (514) 394-419%94

Mrs. Helen Sinclair
President

Canadian Bankers' Association
2 First Canadian Place, Suite 600
P.O. Box 348
Toronto, Ontario

M5X 1E1 .
Tel: (416) 362-6092
Fax:

Mr. Roy C. Thibault
Manager Operations

Dealer Plan Service Centre
Canadian Imperial

Bank of Commerce .

1809 Barrington Street
P.O. Box 1665

Halifax, N.S.

B3J 3A3

Tel: (902) 428-48774

Mr. D.R. (Don) Williams

Manager Consumer Loan Department
Atlantic Region

Canadian Imperial .

Bank of Commerce

1809 Barrington Street

Box 1665

Halifax, Nova Scotia

B3J 3A3

- Tel: (902) 428-4973



INSOLVENCY CONTACTS - LAWYERS

Mr. Clive S. Bird

Ladner Downs

Barristers & Solicitors
2100 Pacific Centre South,
P.0. Box 10021,

700 West Georgia Street
vVancouver, B.C.

V7Y 1la8

Tel: (604) 687-5744

Fax: (604) 687-1415
Direct line (604) 640-4103

Mr. Jay Carfagnini
Goodman & Goodman
20 Queen Street, West
Suite 3000

Toronto, Ontario

M5H 1V5 )

Tel. (416) 979-2211
Fax. (416) 979-1234

Mr. Dan Dowdall

Lang, Michener

1 First Canadian Place
8th Floor

Toronto, Ontario

Tel: (416) 360-8600

Mr. Michael Fitch

Russell & Dumoulin

Barrister and Solicitor
1700-1075 West Georgla Street
Vancouver, B.C.

V6E 3G2

- Tel. (604) 689-7503

Fax. (604) 689-7503



Mr. Jeffrey B. Gollob
MecMillan Binch.

Box 38, South Tower
Royal Bank Plaza
Toronto, Ontario

M5J 237

Dir. (416) 865-7206
Tel. (416) 865-7000
Fax. (416) 865-7048

Mr. Keith C. Ham

' McMillan Binch

Barristers and Solicitors
Box 38, South Tower

Royal Bank Plaza

Toronto, Ontario

M50 2J7

Dir. (416) 865-7206

Tel. (416) 865-7000

Fax. (416).865-7048

Mr. John Honsberger
Raymond & Honsberger
Barristers and Solicitors
65 Queen Street, West
17th Floor

Toronto, Ontario

M5H 2M5

Tel: (416) 366-3726

Fax: (416) 367-2502

Mr. Marc Jolicoeur
Barrister and Solicitor
Scott & Aylen

- 60 Queen Street

Ottawa, Ontario

K1p 5Y7

Tel. (613) 237-5160
Fax. (613) 230-8842

Mr. Andrew J.F. Kent
McMillan Binch

P.0. Box 38, South Tower
Royal Bank Plaza
Toronto, Ontario

M5J 237

Dir. (416) 865-7160

Tel. (416) 865-7000
Fax. (416) 865-7048
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Mr. 'Bruce Leonard
Fasken Campbell Godfrey
40th Floor

Toronto Dominion Centre
Toronto, Ontario

Tel., (416) 868-3448
Fax.

Mr. Gordon Marantz

Osler, Hoskin & Hartcourt

P.0O. Box 50

First Canadian Place

66th Floor

Toronto} Ontario

M5X 1B8

Tel: (416) 362-2111

Fax: (416) 862-6666
(613) 353-1060

Dr. Carl Morawetz
Bordon & Elliott

40 King Street, West
Suite 4100

Scotia Plaza
Toronto, Ontario
M5H 3Y4

‘Tel: (416) 367-6240

“Mr. Derrick Tay

Osler, Hoskin & Harcourt
1 First Canadian Place
P.O. Box 50

6lst. Floor

Toronto, Ontario

M5X 1BS8

Dir. (416) 862-6524

. Tel. '(416) 362-2111

Fax. (416) 862-6666

Mr. Robert I. Thornton
Fasken Campbell Godfrey

Toronto Dominion Bank Tower

Toronto, Ontario
Tel. (416) 865-4440
Fax (416) 364-7813
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Mr. Robin Walker, Q.C.

Tory, Tory Deslauriers & Binnington

IBM Tower, Suite 3000
Toronto Dominion Centre
79 Wellington Street
Toronto, Ontario

M5K 1N2

Tel. (416) 865-7383
Fax: ’

Mr. E. Weir

Partner

McMillan Binch

Royal Bank Plaza’

36th. Floor, South Tower
200 Bay Street

Toronto, Ontario

M5J 237 o
Tel. (416) 865-7000

Fax:
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INSOLVENCY CONTACTS - PROFESSORS

Mrs. Ruth- Berry

Dean, Human Ecology
Room 208A

Human Ecology Building
University of Manitoba
Winnipeg, Manitoba

R3T 2N2, .
Tel. (204) 474-8880
Fax.

Professor Kathleen H. Brown
University of Guelph

56 Arthur Street, North
Guelph, Ontario

"Tel: (519) 822-9106

Fax

Mr. Martin Evans

Professor of Organizational Management
Faculty of Management

University of Toronto

246 Bloor Street, West

Toronto, Ontario

M5S 1v4
Tel: (416) 978-1949
Fax:

Professor Isaiah A. Litvak
Faculty of Administrative Studies
Administrative Studies Building
York University

Room 215

4700 Keele Street

Toronto, Ontario

M3J 1P3 .

Tel: (416) 736-5088

Fax: (416) 736-5687




Ms. Sue L. McGregor, B.Sc., M.Sc.
Assistant Professor

Department of Home Economics
Mount Saint Vincent University
Halifax, Nova Scotia

B3M 2J6

Tel: 443-4450

Tel: 823-2625

Professor Gilles Paquet
Faculty of Administration
136 Jean Jacques Lussier
Ottawa University

Ottawa, Ontario

Tel: 564-2452

Fax: '

Professor Michael E. Porter
Harvard University

School of Business Administration
Ccambridge, Massachusetts

02139 ‘

U.S.A.

Tel: (607) 495-1000




INSOLVENCY CONTACTS

Mr. John Bottom, C.A.
Senior Vice President
Deloitte & Touche Inc.
1700 Park Place

666 Burrard Street
vVancouver, B.C. )
v6C 3B3

Tel., (604) 669-3343

'Fax. (604) 685-4046

Mr. David Bromwich
Ernst & Young Inc.
1300-707 7th. Ave., S.W.
Calgary, Alberta

T2P 3H6

Tel: (403) 290-4100

Fax: (403) 290-4265

Mr. Craig Bushell
Coopers & Lybrand’
1111 W. Hastings

‘Vancouver, B.C.

Tel. (604) 661-5700
Fax. (604) 682-4626

Mr. Murry B. Carle, C.A.
Senior Vice-President
Deloitte & Touche Inc.
1700 Park Place

"666 Burrard Street

Vancouver, B.C.

vVeéc 3B3 )
Tel., (604) 669-3343
Fax. (604) 685-4046

Mr. Gary Colter

Peat Marwick Thorne Inc.
Commerce Court Postal Station
Commerce Court West, 33rd Floor
Toronto, Ontario '
M5L 1B2 :

Tel: (416) 777-3453

Fax:

~ TRUSTEES
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Mr. Blair Davidson

Senior Vice President

Peat Marwick Thorne Inc.
Suite 500,4120 Yonge Street
North York, Ontario

M2P 2B8
Tel. (416) 250-2457
Eax:

Mr. Harold C.A. Brief
Harold Brief & Associates Limited
3845 Bathhurst st.

Suite 402

Downsview, Ontario

M3H 3N2.

Tel: (416) 635-7337 .

Fax: ’

Mr. Réjean J. Boudreau .

Le Groupe Fuller Landau Inc.
Place du- -Canada, Suite 1180
1010 ouest, de la Gauchetiere
Montreal, Quebec ’

H3B 251

Tel: (514) 875-2865

.

Mr. Keith Collins
"Keith G. Collins Ltd.
807-386 Broadway Avenue
Winnipeg, Manitoba

R3C 3R6

Tel. (204) 944-0187
Fax. (204) 947-3680

Mr. Real Fafard, C.A. ‘
Raymond Chabot Fafard Gagnon Inc.
Tour de la Banque National

1900 - de la Gauchetiere O.
Montreal, Quebec

H3B 4L8 ‘

Tel: (514) 879-1385

Fax: - ‘




+

Mr. Frederick Melvin Florence
Coopers & Lybrand Limited
2300 Richardson Building

One Lombard Place

Winnipeg, ‘Manitoba

R3B 0X6 _

Tel. (204) 956-0550

Fax:

Mr. Claude Gingras
Ginsberg, Gingras & Associates Inc.

,143A Promenade du Portage
‘Hull, Quebec

J8X 2K4
Tel: (819) 776-0283
Fax: (819) 776-1254

Mr. Paul G. Goodman, C.A.

Partner and:Senior Vice President
Peat Marwick Thorne Inc. ’ ‘
The Insolvency Group

Purdy's Wharf Tower I

Suite 1505, 1959 Upper Water Street
Halifax, Nova Scotia o
B3J 3N2 .

Tel. (902) 492-6000/492-6022

Fax. (902) 429-9248

Mr. Murray Marc Hahn, C.A.
Clarke, Henning & Hahn Ltd.
801~10 Bay Street '
Toronto, Ontario

M5J 2R8 '

Tel: (416) 364-4421 -

Fax: (416) 367-8032

Mr. Darryl D. Haley, C.A.
Green Haley & Pye Inc.
Suite 203, 7001 Mumford Rd.

'Halifax, N.S.

B3L 4N9 .
Tel: (902) 453-5005
Fax: (902) 453-9257




Mr. Richard Harris
Senior V.P. & Director
Peat Marwick Thorne Inc.
Commerce Court West
P.0O. Box 31

33rd. Floor

Toronto, Ontario

M5L- 1B2

Dir. (416) 777-3778
Tel. (416) 777-3300
Fax. (416) 777-3364

Mr. Arthur Russell Holmes
Deloite & Touche Inc.
2000-360 Main Stret
Winnipeg, - Manitoba

R3C 3Z3 ’

Tel. (204) 956-0550

Fax.

Mr. Jeffrey B. Johnson
Arthur Andersen Inc.
1400-444 st. Mary Ave. -
Winnipeg, Manitoba

R3C 3T1 . '
Tel: (204) 942-6541
Fax: (204) 956-0830

Mr. Albert M. Lando

. Price Waterhouse Ltd. -

20 Queen Street, West
Toronto, Ontario

M5H 3V7

Tel. (416) 863-1133
Fax. '

Mr. Martin Linsley
Coopers & Lybrand
1111 W. Hastings
Vancouver, B.C.
Tel. (604) 661-5700
Fax. (604) 682-4626



Mr. Robert E. Lowe
Influential Trustee
Coopers & Lybrand

145 King Street, West
Toronto, Ontario

- M5H 1V8.

Tel. (416) 869-1130
Fax.

Mr. Allen Wayne MacLeod

D & A MacLeod Company Ltd.
343 O'Connor St.

Ottawa, Ontario

K2P 1V9 )
Tel: (613) 236~-9111
Fax: :

Mr. Ralph Wesley Peterson
Price Waterhouse Limited
Edmonton Center

2401 Toronto Dominion Tower
Edmonton, Alberta

T5J 2721 ) -
Tel. (403) 493-820
ng. :

Mr., Paul Pope

. Deloitte & Touche Inc.

2000 Manulife Place
10180-101st Street
Edmonton, Alberta
Tel. (403) 421-3611
Fax:

Mr. Harold Reiter
Vice President
Ernst & Young
32nd. Floor

77 King Street West

Royal Trust Tower
Toronto, Ontario
M5K 1J7

Tel. (416) 864-1234

Fax. (416) 365-5300




Mr. Frank Risman ]
Frank Risman Assoc. (Canada) Ltd.
304-2161 Yonge Street
Toronto, Ontario

M4Ss 3A6

Tel. (416) 485-4600
Fax: '

‘Mr. Cyril Edwin Sapiro, C.A.

Cyril Sapiro & Co. Ltd.
161 Eglinton Ave. E.
Suite 804 ‘

Toronto, Ontario

M4P 1J5

Tel: (416) 486-9660
Fax:

Mr. Ian Keﬁt Strang, C.A.

"Ernst & Young Inc. ‘
1800 Esso Tower, Scotia Place

10060 Jasper Avenue

Edmonton, Alberta

TS5J 3R8

Tel. (403) 423-5811 (Tracy)
Fax. (403) 425-9695

Mr. Clark Allen Sullivan
Deloitte & Touche Inc.
1700~-1874 Scarth St.
Regina, Saskatchewan

S4P 4B3 -

Tel: (306) 525-8791

Fax: (306) 525-2244

Mr. John J. Swidler, C.A.
Richter & Associates

2 Place Alexis Nihon
22nd Floor

Montreal, Quebec

Tel. (514) 934-3450

Fax. (514) 934-3408



Mr. Peter D. Wedlake, LLB
‘Trustee in Bankruptcy
Vice President
Collins Barrow Inc.

1801 Hollis Street
P.0O. Box 250

. Halifax, Nova Scotia

' B3J 2N7

Mr. Joseph A. Wilkie, C.M.A.
Vice-President . ° :

Peat Marwick Thorne Inc.

Purdy's Wharf Tower 1 '

1959 Upper Water Street, Suite 1505
Halifax, Nova Scotia :
B3J 3N2

Tel. (902) 492-6000

Fax. (902) 429-9248

Mr. Bernard R. Wilson, FCA
Price Waterhouse
1l First Canadian Place
Suite 3300, Box 190
" Toronto, Ontario
MSX 1H7-
Tel. (416) 863-1133
Dir. (416) 365-2720
Fax. (416) 947-8935%

Mr. Charles Joseph Zizzo.
Dunwoody Limited

25 Main Street, West
Suite 805

Hamilton, Ontario

L8P 1H1

Tel: (416) 524-1008

Fax: (416) 570-0249




INSOLVENCY CONTACTS - U.S.A. & FOREIGN

Mr. Howard Beck

Chairman -~ Small Business Committee
The American Bankruptcy Institute
510 C Street, North East
Washington, D.C.

20002 - U.s.A.

Tel: (202) 543-1234

Fax:

Mrs, Nanette Blandin

Someone else

Brookings Institution

1175 Massachusetts Avenue, N:W.
Washington, D.C. 20036

Tel.: (202) 797-6279

Mr, Richard F. Broude
Mayer, Brown & Platt
787 Eleventh Avenue
New York, New York

-10019-6018

Tel. (212) 554-3000
Fax. (212) 262-1910

Mr. Philip S. Corwin
Director and Counsel
American Bankers' Association
1120 Connecticut Avenue, N.W.
Washington, D.C.

20036

Tel.: (202) 663-5347

Mr. Kenneth R, Crone

Director of Risk Management

Risk Management and Security Division
Visa U.S.A. ]

1825 South Grant )

San Mateo 94402 - california

U.S.A.. -

Tel. (415) 570-3200

Fax. (415) 358-29450




Mr. Sam Gerdano

Executive Director

American Bankruptcy Institute
510-C Street, North East
Capital Hill

‘Washington, D.C.

20002 - U.S.A.
Tel. (202) 543-1234
Fax. (202) 543-2762 "

Mr. Richard»A. Gitlin
President

.Insol International (contact: Mr.
"Hebb & Gitlin

1 State Street
Hartford, -Connecticut
U.S.A. 016103

Tel. (203) 549-0333
Fax. (203) 278-8968

Grant's Interest Rate Observer
233 Broadway

Suite 4008

New York, New York

10279

U.S.A.

Mr. Thomas Gray
Chief Economist
U.S. Small Business Admlnlstratlon
Central Office - 5th Floor
Economic Research
409 = 3rd Street, South West
Room 5549
Washington, D..
20416 - U,S.A.
Tel. (202) 205-6530
(202) 205-6971 dir line

Mrs. Lise M. Hafner
The Canadian Bankers' Assoc¢atlon (CBA)

' Suite 747

1120 connecticut Avenue, N.W.
Washington, D.C 20036

Tel. (202) 663~-5436

Fax. (202) 663-7541

Ian Strang)
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Ms. Beverley Hall

Division Manager .
American Bankers' Association
1120 Connecticut Avenue, N.W.
Washington, D.C.

20036

Tel: (202) 663-5493

Fax:

‘Mr. Gregory A. Mahin

Assistant Chief
Bankruptcy Division
Administrative Office of the
United States Courts
1120 Vermont Avenue
Suite 1004
Washington, D.C. 20544
Tel. (202) 633-6231
(202) 786-6710

Mr. Michael Prior

Dibb Lupton Broomhead and Prior
Temple Bar House

23-28 Fleet Street

London EC4 1AA

. United Kingdom

Tel. 071 953-3333

Fax. 071 583-2295

Mr. Francis F. Szczebak
Chief, Division of Bankruptcy

Administrative office of the
U.S. courts :

Washington, D.C.

20544

‘Tel. (202) 633-6231

Ms. Julie R. Weeks

Deputy Chief Counsel for
Statistics and Research

U.S. Small Business Administration

office of Advocacy

409 3rd Street, S.W.

Washington, DC 20416

Tel.: (202) 205-6530

Fax.: (202) 205-6928



Mr. Jim Wise
Jim Wise Associates.
1707 Duke Street
Suite 300
Alexandria, VA 22314
tel.: (703) 548-6295
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