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MINUTES OF PROCEEDINGS 

FRIDAY, May 30, 1947. 

The Standing Committee on Public Accounts met at 11.30 o'clock a.m., 
the Vice-Chairman, Mr. Gordon B. Isnor, presiding. 

Members present: Messrs. Boucher, Burton, Case, Cote (Verdun), Cloutier, 
Dechene,  Diefenbaker, Fleming, Gibson (Comox-Alberni), Gladstone, Golding, 
Homuth, Isnor, Jaenicke, Kirk, Picard, Pinard, Probe, Raymond (Wright), 
Rinfret, Smith (Calgary West), Stewart (Winnipeg North), Warren, Winkler. 

In attendance:  Hon. C. W. G. Gibson, Secretary of State and Custodian of 
Enemy Property, Dr. E. H. Coleman, C.M.G., K.C., Deputy Custodian of 
Enemy Property, and Mr. K. W. Wright, Counsel. 

The Committee proceeded to an investigation of the administration of the 
property of illegal organizations. 

Dr. Coleman was recalled. 

The Vice-Chairman reported that an interim report respecting the admin-
istration of the Vancouver office of the Custodian was being drafted by the 
Steering Committee for submission to the Committee. 

On motion of Mr. Homuth: 
Resolved,—That the Steering Committee include in the proposed draft 

interim report a recommendation that the matter of losses sustained by Japanese 
evacuees as a result of the administration of their property by the Custodian 
be refered to a Royal Commission. 

The Chairman, Mr. L. P. Picard, took the chair. 

Mr. Smith explained that in the past he had acted on behalf of various 
interested parties and, by leave of the Committee, withdrew until the investi-
gation into the administration of the property of illegal organizations is com-
pleted. 

Dr. Coleman was heard and questioned. 

Mr. Wright was called and questioned. 

Mr. Wright filed a copy of his report to the Custodian respecting the 
property of The Workers' and Farmers' Publishing Association Limited, dated 
February 1, 1946. 

At 1.05 o'clock p.m. the Committee adjourned until Tuesday, June 3, at 
11.30 o'clock  3 .M. 

A. L. BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 

HOUSE OF COMMONS, 
MAY 31, 1947. 

The Standing Committee on Public Accounts met this day at 11.30 a.m. 
The Vice-Chairman, Mr. Gordon B. Isnor, presided. 

The VICE-CHAIRMAN: Gentlemen, would you come to order. 
You will recall that when the report of the steering committee was pre-

sented on May 8, it was suggested after having examined the officer in charge 
of the Vancouver office, Mr. Shears along with Doctor Coleman and others, 
that we should review the administration of property of illegal organizations. 

Having completed the first item we now proceed to follow the recom-
mendation of the steering committee by calling on Doctor Coleman. Before 
he begins, however, I wish to advise the committee that I got in touch with 
the secretary of state, Colonel Gibson, requesting that he be present today. 
He has advised me, in a letter just received, that he will be unable to be 
present at the early part of the meeting but he will be here later. 

Mr. DIEFENBAKER: Mr. Chairman, before you pass on to the next phase 
there are a couple of matters which I wish to bring to your attention. The 
first phase, that is the phase dealing with the disposal of property of the 
Japanese, is not finally concluded because of the fact Mr. Murchison was to 
produce figures on the resale of the land or the properties of Canadians of 
Japanese origin. When that return is brought down by him and those 
questions answered I suggest that we should still have available to us the right to 
recall Mr. Murchison for the purpose of cross-examining him on that state- 
ment. Otherwise we would just have an ex-parte statement with respect to 
the matters which require clarification. They would be otherwise left un-
clarified. 

Then there is another matter on which I would like to ask you a question. 
You recall that on the 14th of May the Right Hon. Mr. Mackenzie, the 
minister, stated in the House, that he was going to appear before the com- 
mittee. "I intend, sir, to ask the standing committee on Public Accounts 
which is now investigating questions having to do with the administration of 
the custodian of alien enemy property, to subpoena George C. McCullagh, 
the editor of the Toronto Globe and Mail, to substantiate if he can," the 
facts set out in a certain editorial. I should like to ask, sir, whether or not 
the minister has asked you or the members of the steering committee for 
the opportunity of appearing before this committee and whether it is intended 
that he appear before the committee having regard to the statement. I would 
also like to ask whether, before this matter is terminated, it is intended to call 
Mr. McCullagh as the minister has stated. 

Mr. GOLDING: The statement made in that editorial was retracted the 

• 
next day. 

Mr. DIEFENBAKER: I am not going to enter into that argument at all 
because, as I see it, the retraction was of no importance. There was a sur-
plusage of words and I think three or four unnecessary words were withdrawn. 
The general purport of that editorial as I remember it, and I have not got it 
before, me was in effect not changed but, I am not entering into that argument. 
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I only mention it because my friend Mr. Golding brought it up. The questions 
I ask are: Is Mr. Murchison to be called after the figures on the sales of the 
properties by the Veterans' Land Act Department have been given? Has 
Mr. Mackenzie carried out his affirmed intention as expressed in the House? 

Mr. FLEMING: Or threat? 

Mr. DIEFENBAKER: I would not call it a threat, it was a statement of 
intention. I ask if he has expressed his desire or his intention to the steering 
committee or to you, sir, to have Mr. McCullagb brought before the committee? 

The VICE-CHAIRMAN: In view of the fact that Mr. Diefenbaker has directed 
his remarks I think particularly to the chair, may I say in reply that it is my 
intention of course, to follow out the minutes and see that the report so 
prepared by Mr. Murchison is tabled for the benefit and information of the 
members of the committee. If, arising out of that report, the steering 
committee deems it necessary, or the members of this committee deem it 
necessary to recall Mr. Murchison it is quite within the authority of the 
committee. Dealing with the second question, as to the statement made 
by the Right Hon. Ian Mackenzie on the floor of the House, in respect to his 
remarks concerning an article contained in the Globe and Mail and his 
reference to Mr. McCullagh, we have taken no action to have Mr. McCullagh 
called before this committee. May I just express personally the thought, as 
I have done on previous occasions, that I can see no good purpose being 
brought about by the calling of Mr. Mackenzie or any other member before 
the committee to make statements of that kind when we have more important 
work to do. 

Now, gentlemen, are you ready to proceed? 
Mr. FLEMING: Just one point arising out of what Mr. Diefenbaker said 

that I think does require some clarification. I think that you used the expres-
sion this morning that we had concluded, or words to that effect, the first part 
of the work of the committee in reviewing the administration by the custodian 
of property of Japanese Canadians. I do not think that was what you 
'intended to say, and it was brought out by Mr. Diefenib'aker, because that 
matter is not concluded at all. The matter was discussed by the steering 
committee this week and it is clear that we still have some evidence to conic 
in and the question will have to be considered as to whether it is appropriate 
to have a report at this stage before we go too far with other matters. The 
committee has a good deal more other work to do and it may be more convenient 
and practical to carry on with that work. 

The VICE-CHAIRMAN: Shall we now hear from Doctor Coleman? 
Agreed. 

Dr. E. H. Coleman, K.C., recalled: 

The WITNEss: Mr. Chairman, in the report dated Jan. 15, 1947, there was 
a section dealing with the property of what were called illegal organizations. I have very little to put before the committee by way of oral testimony sup-
plementary to that report. There is reference to a report of the advisory 
committee headed by His Hononr, Judge McPhee. That reference is at page 67 

, of the so-called McPhee report which was placed on the table of the House of 
Commons on April 24, 1944. 

The VICE-CHAIRMAN: Doctor Coleman, may I interrupt. The chairman 
of this committee who has been absent has now returned to Ottawa. Last 
evening I spoke to him in regard to taking over his duties as chairman and I said 
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I would be very pleased to have him do so at the next meeting. On thinking 
over the matter I feel in view of the fact that we are undertaking a new phase 
of the work this would be a proper time for him to assume his duties as 
'chairman. 

He is now present. I telephoned him this morning and advised him of my 
decision and he is here, I suppose to take over. In view of the change-over I 

• 
wish to make a brief observation. I wish to thank the members as a whole 
for the very splendid cooperation which they have given to me as chairman. 
I particularly wish to thank the members of the steering committee. It has 
been an interesting and pleasant task' to work with them and to work with 
you all. In fact it has been an education to me with respect to the material, 
evidence, and statements which have been placed before this committee and 
I think we have established somewhat of a record in dealing with such an 
important bill as bill 22, entitled "An Act to Continue the Devised Regulations 
respecting Trading with the Enemy". I refer to the brief time and to the full 
discussion which we have had in the commitee and the short period which it 
took to pass it through the House. 

I remember Mr. Golding complimenting 'certain members on the cooperation 
and help they had given. I would like to add my remarks to those of 
Mr. Golding with regard to the splendid work and assistance given to me by the 
legal members of this committee. In dealing with that bill I fully realized, as 
a layman, that I was unfamiliar with many phases dealing with the legal points. 
We have already had eleven meetings and we have covered the situation almost 
to a conclusion I think, insofar as the property of Japenese on the west coast 
is concerned. We are now entering another important phase of our work with 
regard to illegal organizations. I had hoped that a report might have been 
prepared, and I still feel it should be prepared, covering the first phase of this 
matter which your steering committee has under consideration at the present 
time. I do wish also to add my thanks to Doctor Coleman, Mr. Shears, and 
others who gave statements in such a very intelligent and broad manner. 
Gentlemen, I am now going to take the liberty of asking Mr. Picard to take over. 

• Mr. GOLDING: Mr. Chairman, before you leave the chair I would like to take 
this opportunity on behalf of all the members of the committee of expressing 
to you, sir, our appreciation for the manner in which you have conducted the 
business of this committee as chairman. I am sure you have tried to be fair to 
everybody in connection with the handling of the business that came before the 
committee and we appreciate your fairness in dealing with these matters and 
again I want to compliment many of the members who made what I considered 
to be splendid contributions to the work of this committee. I speak specifically 
with regard to our fried Don. Fleming, as far as the bill is concerned, but  I can 
assure you we do appreciate the services which you have rendered to this 
committee in the absence of the regular chairman. 

Mr. STEWART : I should like to ally myself with the remarks made by 
Mr. Golding. This is the third session that I have participated in a committee 
when you have been in the chair and you have always been very fair and 
very impartial in your dealings. We know, of course, that Mr. Picard will 
try to be as fair. 

Mr. FLEMING: I would like very much to associate myself with the remarks 
that Mr. Golding has made. This committee has been a very pleasant com-
mittee to work in and  I  think you, Mr. Chairman, have set a tone here that 
has been appreciated by all members of the committee. I do not think, as 
far as' the bill is concerned, that you need have said anything in a diffident 
tone about being a layman because you have conducted the business of the 
committee with what we all recognized as the utmost ability. I would like 
very much to be associated with the remarks concerning the fairness in which 



264 	 STANDING COMMITTEE 
	

PUBLIC ACCOUNTS 
	

265 

you have conducted the committee. I think that meant much to the members 
of the committee who have had to undertake this very difficult task. I think 
it is worth noting that when you heard at the steering committee meeting on 
Tuesday afternoon that Mr. Picard was returning, and was going to assume 
the chairmanship of the committee, it was typical of your conscientiousness 
to indicate that you felt that in laying down the gavel of the committee you 
should gather up the threads of the work done by the committee and prepare 
a report. Then Mr. Picard, in taking over the chairmanship, would not have 
to assume responsibility for work that has been done to date in reviewing 
the administration by the custodian in handling the assets of persons of the 
Japanese race. I think Mr. Isnor, as vice-chairman, intends to continue with 
that work and again I say that it is a sign or .a mark of the readiness with 
which he has given his service to the committee. 

Mr. HOMUTH : Mr. Chairman, personally I would like to see you continue 
in the chair as far as the Japanese situation is concerned. In view of what 
Mr. Fleming has said, that you. are preparing an interim report, I think this 
committee ought, while you are still in the chair, to make some recommendations 
with respect to the setting up a commission, a royal commission or whatever 
you wish to call it, to deal with those losses. I would therefore like to move 
that this committee recommend to the steering committee that motion be 
embodied in your interim report which you will submit as soon as possible to 
this committee. I will make that motion. 

The VICE-CHAIRMAN: Gentlemen, you have heard the motion by Mr. 
Homuth and if I heard correctly Mr. Probe seconded it. 

Mr. PnonE: Yes, I would second that. 
The 'VICE-CHAIRMAN: It is seconded by Mr. Probe. The motion is that 

this be placed before the steering committee for consideration and if deemed 
advisable it should be included in the report. 

May I say there was no intention of presenting a report without first 
placing before you a draft of that recommendation. 

All in favour of the motion? 
Carried. 

May I just, before standing aside, thank the members and express my 
appreciation for their kind words respecting my endeavours to carry out the 
work. 

Mr. Picard, chairman, took the chair. 
The CHAIRMAN: Gentlemen, when I was notified that bill 22 was being 

referred to this committee, of whic.h I had been voted chairman, I had to notify 
the Whip that I was in the United States undergoing treatments and regaining 
my health. I asked that a vice-chairman be selected and I said that I hoped 
to be able to return soon. On my return a few days ago I thought it would be 
proper for Mr. Isnor to carry on until there was a change of the subject matter 
before the committee. I have tried to read as much as I could of the evidence 
that has been given before the committee up to now. I see, by the unanimous 
approval of his work, that he has done a splendid job and I will have a hard 
time to keep up his tradition. However, with your cooperation and help 
I think the committee will be able to carry on its work. 

Mr. FLEMING: May I just mention one point before Doctor Coleman goes 
further. I gather that Doctor Coleman was making a very brief report: on 
the assumptionthat the contents of this report of January 15th had been read 
by the members of the committee. Now at an earlier meeting, Mr. Chairman, 
the question of having further copies of this report, of which I think there were 
only eight or nine at that time, was discussed. The copies of the report have 

not been made generally available and for that reason I suggest that Doctor 
Coleman make a more extended statement, not assuming that the pages of 
this report dealing with the administration of property of illegal organizations 
have been read by the members of the committee. I think he ought to make 
a fuller statement than apparently he had expected to make. 

The CHAIRMAN: I quite agree with that. The secretary of the committee 
• tells me it has not been possible to have copies made for all members. 

The WITNESS: I think probably I should say that the section dealing with 
the substantive part is not very long. Perhaps if I read that it would almost 
suffice. I had only begun by referring to the so-called McPhee report and I was 
about to state that by direction of the steering committee I have handed to the 
secretary of this committee fifty copies of that report in mimeographed form. 

Mr. SMITH: Doctor, may I interrupt you for a moment. Mr. Chairman I 
am going to ask you to excuse me with respect to the discussion of this subject. 
The reason that I ask to be excused is that I acted on a commission which went 
through Canada on the matter. I acted in three cities in Alberta, Calgary, 
Lethbridge and Medicine Hat so I do not think that I should take any part of 
the proceedings. Will you excuse me? 

The CHAIRMAN: Certainly. However, I might tell you Mr. Smith that I 
had the occasion to be the chairman of a subcommittee on which there was a 
gentleman who, for reasons like yours said that he wanted to withdraw. It was 
in connection with the war expenditures committee a. year ago and we asked him 
to stay. He did stay and behaved very nicely and I am sure that the same 
situation would apply to you. 

Mr. SMITH: That was very commendable of him, but if you will excuse 
me I would appreciate it. 

The WITNESS: I will now put in the narrative. Shortly after the order in 
council was passed in June, 1940, declaring a number of societies and organiza-
tions to be illegal, the Custodian was asked if he would undertake the adminis-
tration. The Department of Justice recommendation was made by the' Minister 
of Justice appreciating that they did not have the machinery or facilities for 
administering the properties of these organizations scattered throughout Canada. 
It was not ordinarily within the scope of the custodian's department but at that 
particular time every agency and part of the government which was requested to 
undertake any job felt obliged to do so. The first difficulty was to obtain par-
ticulars, more especially of the real property owned by the various organizations 
which had been declared illegal. The officers and the chief officials of these 
organizations, having regard to the action taken in declaring them illegal, were 
perhaps not unnaturally apprehensive as to the result. Therefore it was exceed-
ingly difficult to obtain information from any person or persons who would admit 
knowledge of the business affairs of the organization. What had happened 
apparently was that the police officers after the order had been passed had taken 
over the keys from whoever seemed to be the official in charge of a certain build-
ing at that time and no further members or officers of the illegal organizations 
came to the buildings. The task, therefore, of sorting out the information was 
an exceedingly laborious and extended one. It was not until on in 1940 that any 

4114 comprehensive picture could be prepared. Mr. V. MacDonald, Dean of Dal-
housie Law School who was called into our office, assisted in the tabulation of 
material as it was received and is preparing a preliminary report for the informa-
tion of the custodian. As I said, it was not until the early autumn of 1940 
that even this preliminary report could be completed. The file contained the 
name of each property or branch. These files, which I need hardly say are very 
-voluminous, are. open for examination by the committee or any representative of 
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the committee. I cannot bring them because they would fill the wider end of this 
room; but if any member of the committee wants to look at any particular file 
or branch we will gladly make it available. 

After that preliminary report was made to the custodian we discovered 
that in relation to properties in some of the larger centres there were outstanding 
claims under mortgages; by the municipality for taxes and by other creditors. 
Many of these creditors realizing that the properties were under seizure were 
pressing for payment of their claims and the custodian had then to consider what 
course he might follow. In cases where it was possible to secure satisfactory 
tenants who would pay sufficient rent to cover the annual expenses he did not 
give any consideration to the question of sale. Unfortunately tenants prepared 
to pay adequate rent could not be secured at some of the major centres. Proper-
ties were located in some cases in districts of the city where there was little 
demand for that type of equipment. In a few cases there was reason to appre-
hend interference with the property; and there were accumulating taxes, charges 
by way of taxation, mortgages, fire insurance and other demands for payment 
of that description, so many of these were closed up, particularly during the 
Canadian winter of 1940. That was the great problem as to how they should be 
properly safeguarded, especially with respect to heating plant, and also with 
regard to securing fire insurance on unoccupied buildings of this type. During 
the summer of 1940 in quite a number of communities home guards were 
organized, and similar bodies of that nature, as members of the committee will 
recall; and in a number of cases they asked if they could not use these buildings 
as temporary headquarters. There were a few other small communities where 
there was no other hall available and Red Cross organizations, Boy Scouts and 
other patriotic societies applied for permission to enter and use them. 

In the fall and winter of 1940 and 1941 the custodian found out that these 
charges were accumulating at a very rapid rate so he obtained reports from the 
agents as to the possibility of renting, and he did offer a number of properties 
for sale having had a report from the agents that they could not secure suitable 
tenants for them. In all cases I think without exception sales were made after 
extensive advertising and after making sure that a satisfactory tenant could 
not be obtained. 

And now, in the report to which Mr. Fleming refers there is a list of the 
organizations declared illegal. I do not know whether I should read it, it is quite 
lengthy, on page 51 of the report. 

P.C. 2363 
dated June 4, 1940. 

Exhibit "A" 

The Auslands Organization of the National Sozialistische Deutsche 
Arbeiterpartei 

The Deutsche Arbeitsfront 
The Canadian Society for German Culture (Deutscher Bund fur Kanada) 
The National Unity Party 
Canadian Union of Fascists 
The Communist Party of Canada 
The Young Communist League of Canada 
The Canadian Labour Defence League 
The League for Peace and Democracy 
The Ukrainian Labour Farmer-Temple Association 
The Finnish Organization of Canada 
The Russian Workers and Farmers Club 
The Croatian Cultural Association  
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The Hungarian Workers Club 
The Polish People's Association 
The Canadian Ukrainian Youth Federation 

P.C. 2527 
•dated June 12, 1940. 

Exhibit "B" 

Italian Fascio Abroad (Fasci Italiani All'Estero) 
Opere Volontarie Repressione, Anti-Fascisto (National Organiza-

tion for the Repression of Anti-Fascism) 
Dopolavoro (After Work Organization) 
Associazione Combattenti Italiana (Italian War Veterans' Association) 
0.G.I.E. Organizzazioni Giovanili Degli Italiani All'Estero (Italian Youth 

Organization Abroad) 
The Italian United Moral Front (A combination of Italian and Italo-

Canadian Societies in Montreal under control of the Canadian Fascio) 

P.C. 2682 
dated June 20, 1940, 

Exhibit "C" 

Technocracy Inc. 

P.C. 2943 
dated July 4, 1940. 

Exhibit "D" 

Jehovah's Witnesses 

It was known that some of the organizations operated in restricted areas 
in one or two of the provinces and others were national in scope, it was also 
known that many of them were incorporated and it would be difficult to secure 
accurate information as to their holdings. An obvious prerequisite to admin-
istration was the ascertainment of the property holdings of these organizations 
and their financial situation generally. 

The first step towards assuming effectual and actual control of these 
organizations was the appointment of eight trust companies and accounting 
firms to represent the custodian in the various provinces (one of them was 
appointed for two provinces i.e. Nova Scotia and Prince Edward Island). 

Each of these firms was appointed controller and inspector (under regula-
tions 17 and 7-8 of the Reguations re Trading with the Enemy) of the business 
of each or the organizations for its particular province. 

Each controller and inspector was instructed to assume possession of all 
known property, to arrange for insurance coverage or physical protection of 
property where necessary, to investigate the property holdings and business 
affairs of the organizations. 

At the same time arrangements were made with the Canadian Bankers' 
Association and the Post Office Department, whereby all relevant information 
in the possession of banks, and all mail directed to these organizations would be 
sent to the appropriate controller directly. A similar arrangement was made 
with the Commissioner of the Royal Canadian Mounted Police to investigate 
the affairs and holdings of these organizations in all localities in Canada, and 
to submit reports not only to this office, but to the controllers in the provinces 
in which they operated. 
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These arrangements were based on a policy of decentralization of details, 
and centralization of general control in the office of the custodian. 

From these arangements, came a steady stream of information and queries 
from banks, post offices, police and controllers which enable Mr. MacDonald 
to keep in touch with investigations and problems throughout Canada, to direct 
further investigations and to suggest principles for the solution of those problems 
and methods for greater cooperation between all these agencies of investigation. 

An officer of the custodian's office was sent out as a field man to cooperate 
with the various controllers. Information was obtained of all illegal organization 
properties. On the return to Ottawa of this officer, the information was tabulated, 
and a proper inventory prepared." 

And it goes on to detail the kind of business involved. 
As I was about to say, sir, when the more important of these organizations 

were removed from the list of illegal organizations in December of 1943 the 
Governor in Council authorized the custodian to appoint an advisory committee 
to look into the complaints which were made, in particular by the Ukrainian 
Farmer-Temple association and other organizations. This advisory committee 
was headed by His Honour Judge McPhee—the other members being 
Mr. Campbell of Edmonton and Mr. Thomson of Windsor. And, as I said, the 
reports submitted by this committee were placed on the table of the House of 
Commons on the 24th of April, 1944. The government as a matter of policy 
instructed the custodian to absorb debit balances where those occurred and 
directed that the custodian pay the claims recommended for payment by the 
advisory committee headed by Judge McPhee. These aggregated approximately 
$10,791.70. In connection with the Ukrainian Farmer-Labour Temple, for 
instance, it was directed that the custodian should pay to the municipalities 
one-half of the taxes for 19413. - The organizations were declared illegal in 
June of 1940, and taxes for 1941, 1942 and 1913 on those properties on which 
tax payments were then in arrears and on which revenues had not been sufficient 
to pay them; and the payments, one, two, three, will be made from the funds 
held in trust by the custodian. 

Subsequently, in October of 1944, the government again as a matter of 
policy decided to assist in the repurchase of certain Ukrainian halls which had 
previously been sold. The negotiations in respect of that were conducted by 
the minister on behalf of the government and not by any administrative member 
of the custodian's staff; and they related to the property of the Ukrainian 
Farmer-Labour Temple located at Lachine, Toronto, Hamilton, Euclid Avenue 
in Winnipeg, Saskatoon, Edmonton and Vancouver; and Calgary, Lethbridge 
and Medicine Hat. 

Now, I have with me a little memorandum which is a summary of the files 
about most of these properties, which I am going to read. It is a digest of the 
files. I have the files available if the committee want them. In the meantime 
I can give you a few notes dealing with the principal properties. 

The CHAIRMAN: I think it is quite desirable, because we cannot go into 
all the details at this stage. 

The WITNESS: In regard to Lachine: 
This was a two-storey building, constructed of cement blocks, and 

measuring 32' by 60'. While the assessed value in 1940 was given as 
$4;000, the agents, Messrs. McDonald, Currie & Co. of Montreal, stated 
that the present-day value at that time (October 1940), would be 
approximately $1,000. 

The agents offered the property for rent but were unable to secure a 
satisfactory tenant, until an offer was received from the Salvation Army 
in April 1941. Certain tentative offers of purchase were made to the 
agents and accordingly they advertised the property for sale in the public 
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press in May 1941. Two offers were received, one from the Salvation 
Army for $2,000 and an offer from a clergyman for $1,100. The agents 
recommended the acceptance of the higher offer, $2,000 cash. The 
property was sold, therefore, to the Salvation Army. 

The annual taxes on this property were approximately $170. As 
will be seen by the above, the only offer of rent, $10 a month, would not 
be sufficient to cover the taxes, not to speak of fire insurance and other 
necessary carrying charges. 

The CHAIRMAN: May I ask, Dr. Coleman, if these properties were advertised 
through the press? 

The WITNESS: Through the press, yes. 
Then, the next one is Hamilton: 

A one-storey brick stucco building, 30' by 60'. At the time the 
building was taken over there was a mortgage and a claim by the mort-
gagee aggregating $2,725. There were claims by other unsecured creditors 
of $1,700 or $1,800, so that the total liabilities exceeded $4,000. 

As early as August 1940, the solicitors for the mortgagee wrote 
the custodian concern.ng  his client's claim under the mortgage and asked 
permission to take proceedings. 

In October 1940 the property was leased for six months to Ukrainian 
War Veterans. When this lease expired the Ukrainian War Veterans 
expressed a desire to purchase and offered the sum of $4,000, which was 
refused. The amount realized from the lease was insufficient to take 
care of the mortgage and other charges. Accordingly, the property was 
advertised in the last days of September and early in October, 1941, 
and the highest cash tender for the property and contents was from 
the Holy Ghost Ruthenian" Greek Catholic. Church, $5,650 cash. 

I may remark that a. higher offer of $6,000 was received from 
Ukrainian National Federation but this called for a small cash payment 
and the balance on mortgage. 

Mr. FLEMING: That was sold then? 
The WITNESS: It was sold. 
Mr. FLEMING: Have you got the assessment? 
The WITNESS: I have it on the file but I haven't got it on this statement. 
Mr. ISNOR: Is this the property on which there was an additional liability 

of $4,000? 
The WITNESS: About $4,000; a mortgage of $2,725 and an unsecured 

creditor's claim, $1,700. 
The next is Toronto, at Bathurst street:— 

"This was a building of brick and concrete fireproof construction, 
45' by 125', assessed, land $4,500, building $32,000. 

When the property was taken over in 1940, there was a first mort-
gage to the Imperial Bank of .,400, a second mortgage to Workers 
Benevolent Association of $7,000, in respect to which it appears no claim 
was filed. Notice was given of notes and loans payable, amounting to 
$11,638.15. The second and third instalments of taxes for 1940, amounting 
to $874.65, had to be paid, and there were oustanding accounts amounting 
to $100 or so. 

On the 18th June, 1940, the general manager of the Imperial Bank 
of Canada, holders of the first mortgage, advised us of the bank's claim. 
On December 7th, the hall was leased by the custodian's agents to the 
Ukrainian National Federation, an unincorporated body, for a period 
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of six months, at a monthly rental of $175. Before making the lease, 
the •agents communicated with the Royal Canadian Mounted Police, 
who raised no objection to the leasing of the hall to this organization. 

On the 25th of February, 1941, a delegation consisting of two 
members of parliament and a barrister called on the custodian's agent 
in Toronto objecting that the Ukrainian National Federation had under-
taken to rent the property for six months, expiring 15th June, 1941, 
but had not been able to hold their meetings or have any saeial gatherings 
on the premises because up to that time they had not been able to secure 
a public hall licence. Accordingly, the custodian's agent took the matter 
up with the licensing authority of the Toronto police commission. 

On May 21, 1941, the Ukrainian National Federation made an offer 
to purchase at $25,000, but it was decided that no private negotiations 
would be entered into for the sale. Accordingly, the custodian directed 
that an advertisement should be issued in the three Toronto daily 
newspapers, the Globe & Mail, the Star and the Telegram, two insertions 
each at least a week apart, for the purchase of the property. In response 
to these advertisements, two tenders were submitted, the Ukrainian 
National Federation of Canada, Toronto branch, $25,000, and an asso-
ciation, The Pride of Israel, $21,000 cash. It was felt that these offers 
were not sufficient and accordingly the tenderers were asked to submit 
amended offers. The Pride of Israel Sick Benefit Society did not submit 
any 'amended offer but the Ukrainian National Federation submitted 
an amended offer of $35,000, payable $15,000 cash and the balance, 
$20,000 to be secured on first mortgage with interest at 5 per cent. 
(The balance of this mortgage has now been paid.) The amended offer 
of the Ukrainian National Federation was accepted by the custodian 
an the 12th August, 1941. 

Mr. ISNOR: Would you mind repeating the amount of the mortgage held by 
the Imperial Bank? 

The WITNESS: That was $8,400. 
Mr. STEWART: Was the amount to be paid by the association, $35,000, paid? 
The WITNESS: Yes. 
Mr. FLEMING: Do you know whether the mortgage has been paid off since? 

The WITNESS: It was paid off. This memorandum which was prepared 
as a summary of the file says it Was paid in 1944. 

And, there were in Winnipeg two buildings. There was the Pritchard hall, 
which is known to anyone who has lived in Winnipe'g, on Pritchard avenue. 
This hall could not be rented. No one wanted it. We endeavoured to ascertain 
if it could not be used by the military, the army, as an auxiliary to McGregor 
barracks. They examined it •and said it was not adapted for their use. In 
respect to the Pritchard avenue hall there was a very large mortgage. The 
total assessed value of the Pritchard avenue hall was $36,770, and the balance 
payable on the mortgage was $37,122.82. This mortgage was held by the 
Workers' Benevolent Association. I do not want to make any statement of 
fact; but members of the Workers' Benevolent Association were in some degree 
similar to the Ukrainian Farmer-Labour Temple Association: 

The CHAIRMAN: Were they the owners? 

The WITNESS: They were not declared illegal. As I say, I do not want 
to make any statement of fact which I cannot prove; but they did operate 
a good deal together. I do not cast any reflection whatever, but they had this 
very large mortgage. 

Mr. FLEMING: That was the saine organization that held the mortgage on 
the Bathurst property? 

The WirriEss: Yes. I pointed out, they did not make any claim in respect 
to Bathurst street, but it appeared on the register, on the title. 

Mr. JAENicKE: When did they take that mortgage? 
The WITNESS: Long before. They foreclosed the mortgage on the Pritchard 

avenue hall. I come now to the Euclid Avenue property in Winnipeg. 
This hall had outstanding taxes of nearby $500 for the year 1940, and 

was under mortgage to the Imperial Bank of Canada for nearly $12,000. In 
cooperation with the mortgagee, the bank, efforts were made to rent the property 
for an amount sufficient to pay the carrying charges. When this could not 
be done, the bank endeavoured to obtain. a quit claim from the custodian. The 
custodian declined to give a quit claim and offered the property for sale by 
tender. No offers were received in spite of extensive advertising, not only in 
the newspapers but by handbills. , 

Finally the bank, which held the mortgage, asked the custodian to advertise 
the property again, on the condition that the bank would pay the costs of 
advertising. In consequence of the later advertising the property was sold to 
the highest tenderer, the Ukrainian National Federation of Canada, Winnipeg 
branch, for $13,300. 

I have a note on Edmonton. 

By Mr. Fleming: 
Q. You have not the assessment on the Euclid avenue property?—A. I 

have not it in this information, no. I have this information on Edmonton. 
This was a two storey frame building. size 30 x 100. It was assessed, with 

the lot, at $6,490. 
In July 1940, immediately after the property had been sequestrated, the 

agents in Edmonton reported an offer by the Ukrainian Greek Orthodox church 
to purchase the property and contents at $3,000, under a four year lease option 
arrangement. The agents reported at the same time that it would cost at least 
$1,500 to put the building in reasonably habitable condition. They further 
reported that apparently part of the upper floor had been rented in rooms on 
a day to day basis, but that as soon as the U.L.F.T.A. was declared illegal this 
rooming arrangement came to an end. The agents pointed out that the building 
was a type which would rapidly deteriote and, since they could not obtain tenants 
at a figure which would cover the upkeep, they recommended sale. In 
September they had three different offers, one for $5,500, another for $4,200, 
and the third for $3,600. 

When they advised the property, however, in December 1940, and early 
in 1941, only one tender was received, which was from Nick Todoruk, at 
$5,200, 10 per cent in cash and the balance to be paid within thirty days after 
acceptance.. It subsequently developed that Nick Todoruk was purchasing on 
behalf of Ukrainian National Home of Canada. 

I have not with me in convenient form references to the two halls which 
were sold where the advisory committee thought there had been some degree 
of carelessness. 

In only two of the Ukrainian Labour-Farmer Temple Association 
cases did the committee express the view that the custodian's agents had 
sold the properties for an unduly low price. These cases were in Saskatoon 
and Vancouver. The committee thought the the agents had not felt it 
their duty to point out to the cusodian that the highest bid offered 
appeared unreasonably low in relation to the value of the property. 
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I have the files relating to Saskatoon and Vancouver in the minister's room. 
I would be glad to hand them to the secretary of the committee. 

The CHAIRMAN: Do you not think it might be easier if some of your 
officers would prepare a short summary of them? 

Mr. FLEMING : A precis of the contents of the files can be very helpful, 
dealing with the salient points. 

The CHAIRMAN: It would save a lot of time for the members of the com-
mittee if that can be done. 

By Mr. Stewart: 
Q. Is that file No. 180? Can the witness tell us if that is file No. 180?—

A. I do not know. 
Q. 805 Pender street, Vancouver?—A. Yes, that is it. 
Q. I have a copy of it here if you would like to read it. Possibly Saskatoon 

is in there too.—A. The Vancouver property on Fender street was sold after 
advertising for $6,000. 

By Mr. lsnor: 
Q. $50,000?—A. $6,000. 

By Mr. Fleming: 
Q. Which one is that?—A. Vancouver. This is just a financial statement. 

I donot think it will give me the particulars the members of the committee 
want. We have a copy of that. We will have a summary prepared on each of 
those. That property was sold by the trustee to the Ukrainian Greek Orthodox 
church, Holy Trinity, Vancouver, in May, 1941. The Saskatoon property was 
sold in July, 1941 for $1,500 to the Ukrainian Greek Orthodox church of 
the Holy Ghost. I will have a precis of those two sales prepared. Dealing 
with properties which have been sold you will observe that in that report 
of the advisory committee they say: 

We earnestly urge that the present owners should follow the 
course— 

By Mr. Fleming: 
Q. Will you give us the reference?—A. Page 69. I will go back a little bit. 

In regard to the sales covering ten of the Ukranian properties the 
advisory committee reported to the custodian: 

It is our opinion that the present owners should agree to sell the 
property to the Ukranian Labour-Farmer Temple Association at the 
price paid by them for it provided further, however, that the present 
owners having made permanent improvements to the property, these 
should be paid for by the Ukranian Labour-Farmer Temple Association. 
We earnestly urge that the present owners should follow the course 
suggested, as a reasonable and fair solution of a situation which, 
otherwise, may accentuate difficulties in respecting harmony and good 
feeling among Canadians of Ukranian origin. On the other hand we 
urge that the Ukranian Labour Farmer-Temple Association in the 
negotiations which the present owners, should approach the problem 
in a broadminded spirit and should be careful to avoid recrimination 
and haggling over details. 

Negotiations were instigated to comply with the recommendations 
of the advisory committee. These negotiations, however, were not 
successful with the result that the cabinet instructed the custodian to 
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have an officer interview the owners of the various properties for the 
purpose of repurchase thereof. This was accomplished at a cost of 
$83,236.98. 

It was recommended to the custodian. 
1. That he should absorb debit balances where these occur in the 

accounts for maintenance. The amount so involved was $30,562.61. 
2. That he should pay the claims recommended for payment by the 

committee. The claims amounted to $10,791.70. 
3. That he should pay to the municipalities one-half the taxes for 

1940 and all the taxes for 1941, 1942, and 1943 on those properties in 
which tax payments are in arrears. Taxes so paid amounted to $13,033.79. 

Summary of the above Figures 
(Ukranian Labour-Farmer Temple Association only) 

Damage claims paid 	  $ 10,791.70 
Taxes for latter part of 1940, and all of 1941, 

1942, and 1943 	  13,033.79 
Cost re Purchase of Properties 	  83,236.98 
Debit balances 	  30,562.61 

Total 	  $137,625.08 

As I have already intimated have the files available for examination by 
the committee or any representative. I have told all I can. We will gladly 
supply a detailed report on the Saskatoon and Vancouver cases, or any other 
particular file. 

The CHAIRMAN: You will bring the assessment of the two properties on 
which Mr. Fleming wanted to have information. 

Mr. STEWART: There are some questions I should like to ask the witness. 
Will he refer for a moment to page 71 of the report where it refers to a 
balance of $152,640.96? I should like to have a breakdown of that amount. 

The WITNESS: Page 71? 

By Mr. Stewart: 
Q. Yes.—A. May I look at it? 
Q. I should like to have a breakdown of that amount,--A. The $152,640.96? 
Q. Yes, to whom the various detailed amounts were paid. Would it be 

possible to produce that?—A. I think so. 
Q. I wish to refer specifically to one item on page 65 of the report. I shall 

read it so the committee will know what I am talking about. This organization 
is called The Workers' and Farmers' Publishing Association Limited. This 
is what the report has to say: 

At the time this company was declared illegal, an inventory was 
prepared of all machinery and tools. The valuators employed by the 
agents for the custodian appraised these at $9,811. The equipment so 
valued was advertised for sale by tender and sold for $9,696.46. Later 
representations were made to the custodian, as a result of which the 
Hon. Paul Martin, in January, 1946, directed Mr. K. W. Wright to make 
an investigation, resulting in an additional compensation of $20,000 being 
allowed. 

This is a matter which I think we ought to investigate a little further. 
In the first place can the witness tell us who were the valuators employed?—
A. Mr. Wright is here. He handled the whole thing, and he is prepared for 
your questioning. With the permission of the chairman I think Mr. Wright 
.might take my place. 

90028-2 
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Mr. STEWART: First of all tell us where this property was situated. 
Mr. K. W. WRIGHT: (Counsel for the Custodian): This printing plant was 

located in a building known as the Pritchard Avenue Hall in Winnipeg which 
was owned by the Ukranian Labour-Farmer Temple Association. 

Mr. STEWART: Who were the valuators employed? 
Mr. WRIGHT: The Toronto Type Foundry was engaged by our agents, the 

Western Trust Company, to make a valuation in 1941. 
Mr. STEWART: And who submitted the tender of $9,696.46? 
Mr. WRIGHT: The tenders that were received were not accepted, and later 

on as a result of private negotiations by the Western Trust Company two 
different offers were accepted on their recommendation by the custodian. One 
unit of the printing equipment was sold for $3,000 on a time basis, and the 
remaining was sold for 	The difference of $100 odd is made up of interest 
which accrued on the unpaid balance for the first unit which was bought on 
time. 

Mr. STEWART: Can you tell us to whom they were sold? 
Mr. WRIGHT: The $6,500 unit was sold to Walter Lewicke of Winnipeg, 

and the duplex press was.  sold for $3,000 to the Ukrainian National Publishing 
Company of Winnipeg. 

Mr. STEWART: I assume this sale was authorized by the custodian? 
Mr. WRIGHT: On the recommendation of the Western Trust Company, our 

agent, yes. 
Mr. STEWART: Why was it that later another $20,000 had to be allowed? 
Mr. WRIGHT: That was a matter which I was called upon to investigate 

by reason of the fact that the minister was confronted with a further valuation 
by the same company, the Toronto Type Foundry Company, addressed to the 
Workers and Farmers Publishing Company. As examples I have selected five 
items. The valuation given to the custodian in 1941 for a particular unit known 
as the Acme Power Paper Cutter and motor on an as is where is basis was $75, 
piecemeal $100, and as a going concern $150. The letter produced to the minister, 
the Hon. Mr. Martin, indicated to Navis, who was the secretary of this 
organization, that it should 'have been valued at $850. 

The CHAIRMAN: The same company made the two valuations? 
Mr. WRIGHT: The same company, signed by different officers, as a matter 

of fact. 
The CHAIRMAN: Then it is not only attorneys who differ in their opinions. 
Mr. WRIGHT: Out of a long list of some 100 or more items I have selected 5. 

To Navis this one power paper cutter $850, as I said, and to the custodian $75, 
$100 and $150. A Miehle press, to Navis $1,800; to the custodian four years 
earlier $400 as is where is, piecemeal $600 and as a going concern $800. A 
cylinder motor, 1-A, to Navis $2,000; to the custodian $500, $700 and $900. 
A Hammond trim-saw, to Navis $750; to the custodian $60, $125, $175. , 

Mr. FLEMING: May I interrupt with one question. Was the second. valuation 
made as of 1945 or as of the earlier date? 

Mr. WRIGHT: That was the value at the time. 
Mr. FLEMING: At what time, 1945? 
Mr. WRIGHT: 1941. 
Mr. STEWART: The first valuation? 
Mr. FLEMING: I mean the second one. 
Mr. WRIGHT: The second one was made in 1945 but it is a valuation 

as of 1941. 
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Mr. JAENICKE: The same company? 
Mr. WRIGHT: The same company. 
Mr. ISNOR: What about the fifth item? 
Mr. WRIGHT: A printing press, to Navis $7,500; to the custodian—and this 

is on an as is where is, piecemeal and going concern basis—$3,500, $3,500, $3.500. 
The five items total $12,900 to Navis but to the custodian $4,635, $5,025, $5,525. 

• 
Mr. STEWART: What did the custodian pay the Toi:onto Type people for 

the first valuation? 
Mr. WRIGHT: $20. 
Mr. STEWART: Did you have any correspondence with them afterwards 

about that amazing discrepancy? 
Mr. WRIGHT: I did. 
Mr. STEWART: What was their excuse? 
Mr. WRIGHT: As a matter of fact, I had an investigation in Winnipeg that 

lasted several hours, and finally just before leaving for the east I obtained 
from them a letter which is incorporated in my 37-page report to the minister 
explaining as best they could the discrepancy, which did not satisfy me. 

Mr. STEWART: Nor would it satisfy anybody else, I would imagine. There 
are one or two matters in connection with this I should like to ask you about. 
This was a publishing association which printed a paper, I believe? 

Mr. WRIGHT: A weekly paper. 
Mr. STEWART: And in the editor's office there would be a large number of 

books? There were a large number of books? 
Mr. WRIGHT: Yes. 
Mr. STEWART: What happened to those books? 
Mr. WRIGHT: In my report I refer to it as the mystery of the missing 

book,. What became of them no one knows. 
Mr. STEWART: The Western Trust Company was responsible? 
Mr. WRIGHT: To a degree. As a matter of fact, after they took over in 

the first instance the R.C.M.P. authorized another group to go in for a number 
of weeks. 

Mr. STEWART: What do you mean by that? 
Mr. WRIGHT: I believe they were Ukrainians, and for a few weeks they 

published some paper pursuant to the authority of the R.C.M.P. 
Mr. STEWART: Did the R.C.M.P. have authority to over-ride the custodian? 
Mr. WRIGHT: It was a matter of arrangement between departments. 
Mr. STEWART: The story I have—and I do not say it is right or wrong—

is that the R.C.M.P. seized .a lot of this allegedly Marxist literature and destroyed 
the books. I have some of it on my own shelves and I think every reasonably 
intelligent person will have it. Do you know about that? 

Mr. WRIGHT: There were a number of books destroyed. They were taken 
to a waste paper company. Unfortunately the Western Trust Company did 
not keep an inventory of the books that were taken to the waste paper company. 

Mr. STEWART: On whose authority were those books destroyed? 
Mr. WRIGHT: They were selected and thought to be subversive literature 

by agents of the Western Trust Company, and the custodian indicated they 
should destroy all subversive literature, and that was with the knowledge of 
the R.C.M.P. - 

Mr. STEWART: You have no idea of the titles? 
Mr. WRIGHT: I have no idea. That is a matter which is a mystery today. 
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Mr. STEWART: The same thing happened in Germany only they had a 
different concept of subversive literature. They had a great book burning 
festival. It is rather regrettable the same thing should happen here under 
the guise of subversive literature. 

Mr. WRIGHT: There was a claim for $5,000 filed with the cutodian for the 
missing books. As a matter of fact, I awarded $1,000. 

Mr.-STEWART: So there must have been a large number of books destroyed? 
Mr. WRIGHT: Yes, there were a number of books destroyed. 
Mr. STEWART: And it is beyond any question that such did happen. They 

were destroyed? 
Mr. WRIGHT: No question about that. I went to the waste paper company 

and they admitted having received two truckloads of books. They did not have 
a list. They were afterwards made into pulpwood. 

Mr. STEWART: Your agents made an inventory of everything that was in 
those premises when they went in. Is that not correct? 

Mr. WRIGHT: Not a very satisfactory inventory. As a matter of fact, they 
asked the Toronto Type Foundry Company to make this inventory of the 
equipment, and as was pointed out by the Printers Ink Machinery Company, 
whom I afterwards engaged to make an independent appraisal, there were many 
articles not included in the first valuation, and also indicated that it would not 
have been possible for this company to carry on the operations which they 
conducted wit'hout that equipment. They had an extensive circulation. They 
published a weekly paper and they also did a great deal of job printing, and all 
that sort of thing. The inventory which was prepared by the Toronto Type 
Foundry was not complete according to the evidence which came before me in 
my inquiry. 

The CHAIRMAN: Do you mean when you were faced with two different 
valuations for the same thing you asked a second company to give you another 
valuation? 

Mr. -WRIGHT: Yes. The problem arose by reason of the presentation of a 
second valuation to the Hon. Mr. Martin. He called me and asked me if I 
had any knowledge of this illegal organization's work. I said I had no 
knowledge whatever. I had been in Vancouver for the last four or five years. 
I was instructed to go to Winnipeg and make an independent impartial inquiry 
which I did. 

The CHAIRMAN: There was just one valuation made there at the time? 
There was no check made? 

Mr. WRIGHT: One valuation made in 1941. 
The CHAIRMAN: No check made on that valuation by another firm of 

valuators? 
Mr. WRIGHT: No. 
The CHAIRMAN: Was there any check made on any other properties sold as 

to valuation? 
Mr. 'WRIGHT: In connection with— 
The CHAIRMAN: Any of the other U.L.F.T.A. properties? 
Mr. WRIGHT: I have no knowledge of that. This is the only illegal 

organization file about which I have any information. 
The CHAIRMAN: Later on, you got a second, independent valuation? 
MT. WRIGHT: While I was in Winnipeg, I engaged the very best firm 

to get the information the custodian required. They submitted a complete 
report and my report is based on their independent valuation which was made 
at the time of my investigation. 
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The CHAIRMAN: Which -company was this? 
Mr. WRIGHT: This was the Printers Ink Machinery Company. 
The CHAIRMAN: Would their report be more similar to the first valuation 

made by the Toronto Type or to the second valuation? 
Mr. WRIGHT: I presented them with the list from the Toronto Type and, 

as -a matter of fact, cut off the values which had been placed by the Toronto 
Type on the list which was furnished us. They had no information whatever 

40 	of the values th-at had been given. Then, they came back later stating this 
was not complete, these people could not have carried on and, to our personal 
knowledge, they had many -things beyond these. I then obtained from Mr. Navis 
a more complete list. He was in Winnipeg at the time and I obtained a more 
complete list and furnished that to Mr. Reynolds, who is head of the Printers 
Ink Machinery Company. As I say, my findings are based on this independent 
valuation which was made by the Printers Ink Machinery Company. 

Mr. STEWART: Have you any idea whether there was any vandalism on 
the property, apart from the destruction of the books? Had anyone broken in, 
let us say, and perhaps pilfered any equipment or supplies? 

Mr. COLEMAN: If I might have the permission of the chairman of the 
committee, I believe I can state that-the Attorney General of Manitoba insisted 
we put a watchman there. There h-ad been instances. I know you are very 
familiar with the location of the property. 

Mr. STEWART: Yes, th-at is why I asked. I had not heard of any. 
Mr. COLEMAN: The government wa8 very apprehensive of it and I think 

the Attorney General was greatly concerned about the matter. 
Mr. BURTON: Any vandalism which might have occurred would have 

occurred before Mr. Wright had his independent valuation made? 
Mr. COLEMAN: The property h-ad already been sold and removed when 

Mr. Wright did that. 
Mr. STEWART: I should like to refer—I do not know whether Mr. Wright 

would be the proper witness—to the inventories which were prepared of those 
properties. I should -like to know if a valuation was placed on the equipment 
at the same time the inventory was prepared or was it merely a factual' invent-
ory of the equipment and supplies which were in- the property? 

Mr. WRIGHT: You are speaking generally, now? 
Mr. STEWART: Generally. 
Mr. WRIGHT: As I say, this is the only file of which I have any knowledge. 
Mr. IsNoR: Before Mr. Wright leaves, may I ask what the actual date of 

the report was to which he referred.? 
Mr. WRIGHT: My report is dated February 1, 1946. 
Mr. ISNOR: What was the date of the first transaction? 

Mr. WRIGHT: 1941. 
Mr. IsNoR: What month? 
Mr. WRIGHT: December 10, 1941. 
The CHAIRMAN: Will you also tell -me at what page we can find your 

report? - 
Mr. WRTGHT : It is not in there. 
Mr. STEWART: You made a report, Mr. Wright? 

Mr. WRIGHT: Yes. 
Mr. STEWART: I wonder if we could have that report tabled, Mr. Chairman. 
The CHAIRMAN: That is the report to which reference is made on page 65? 
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Mr. BURTON: Before Mr. Wright leaves, may I ask him a question? 
I believe he made a statement that tenders had been advertised and received, 
but had not been accepted. Then, again, an advertisement was published for 
tenders. What was the reason? Were the tenders first submitted too low? 

Mr. WRIGHT: The tenders were not satisfactory to the custodian. 
The CHAIRMAN: Because of the price or because of the people who sub-

mitted the tenders? 
Mr. WRIGHT: On account of the price. 
Mr. BURTON: There is one other point I wish to mention. I do not think 

you gave an 'answer to the chairman when he asked how close the independent 
valuation was to the second valuation made by the Toronto firm. I should like 
to know the exact figures. 

Mr. WRIGHT: The total valuation made' by the Printers Ink Machinery 
Company was $29,773.55. This was the independent valuation which I obtained 
for the machinery alone. No account was taken of the office furniture or the 
books for the reason they had no knowledge of that. It was possible, in 
the course of hearing evidence of various witnesses, to determine what furniture 
was there. I found that they were not entitled to more than they had received 
for the office equipment. 

The CHAIRMAN: So as to make it easier for us to compare would you 
kindly give us first price submitted by Toronto Type and the second one by 
Navis so we can compare them with the one submitted by Printer's Ink. 

Mr. FLEMING: May I make a suggestion there. Mr. Wright gave us five 
examples, but would it not be better to have the whole list. 

Mr. WRIGHT: They are all inscribed in the report. 
Mr. FLEMING: But we are -not going to have, presumably, the whole report 

typed in the record. There is only one copy to be tabled and would it not be 
better to have the complete list inscribed in the record. 

The CHAIRMAN: I am personally of the opinion it would make the report 
a bit bulky but if we had at our disposal all the prices, and, if they were 
produced here, it would be all right. 

Mr. IsNoR: It could be tabled. 
Mr. FLEMING: I was not asking that the report itself be inscribed in the 

minutes but as the report is only being tabled and not inscribed, Mr. Wright 
might give us the full list of thirty-five articles. 

Mr. WRIGHT: There are more than that. 
Mr. FLEMING: How many are there? 
MT. WRIGHT: Upwards of 100 articles. I selected only five. 
The 'CHAIRMAN: There are about sixteen pages. 
Mr. WRIGHT: Would' you like the comparison of the Toronto Type valuation 

and the Reynolds valuation and then the Printer's Ink and Machinery valuation? 
Mr. FLEMING: Yes. 
Mr. WRIGHT: The.  total valuation submitted by Toronto Type Foundry—

as is, where is, $4,271; piecemeal $6,448.50; sold as going concern $9,811. 
Mr. BURTON: That is their valuation? 
Mr. WRIGHT: Their valuation, yes. 
Mr. FLEMING: That is for the whole 100 odd articles? 
Mr. WRIGHT: That is for all of the equipment, that was $9,811. And the 

assets were later sold and realized $9,696. Mr. Reynold's valuation, as you 
know, is head of the Printer's Ink Machinery Company, amounted to $27,273.55 
for the equipment; some additional matrix equipment $1,500; which would bring 
the total to $28,773.55. 
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I think I said before that it was $20,000. 
The CHAIRMAN: Now the second one from the Toronto Type, and Navis, 

would you give that? 

Mr. WRIGHT: They wrote a letter to Mr. Navis which is incorporated in 
my 'report. In a letter of September 7, 1945 addressed to Mr. Navis, there is 
a selection of 17 articles and, then in two separate paragraphs two other machines 
are dealt with. On page 9 of the report they referred to 11 items and from 
those I have selected five, which I thought would be a sort of cross-section, 
giving you an idea of the discrepancies and the problem which confronted the 
minister when he was faced with this second valuation. 

Mr. BURTON: Did the Toronto firm have any explanation? 
Mr. -WRIGHT: Yes, finally they did write a letter explaining and this appears 

on page 30 of my report. I have one little note here. "October 1941, a year 
after our contact with the representative of the custodian. it was apparently 
decided to definitely sell the plant and we made an offer for same which was 
not accepted; a higher offer than ours having 'been made and accepted. The 
purchaser of the newspaper press, we understand, was an organization of 
Ukrainians who had moved from Saskatoon and I believe it was other Ukrainians 
who purchased the rest of the plant." 

'The paragraph of our letter of September 7, 1945, to which you make 
reference did not convey just what was intended and rather than referring to 
values in 1940 this should have been that such item or items would have cost 
the purchaser the amounts as stated by us." 

Mr. FLEMING: Mr. Chairman, it is one o'clock and I suppose we will be 
adjourning. May I mention this one matter so as to give Mr. Coleman an 
opportunity of preparing a report for the next meeting and save some time. 
The settlement to which Mr. Coleman has referred is a total of $137,625.08 to 
the U.L.F.T.A., covering ten properties altogether. We have just now received 
a further statement in respect to the claim of the Workers and Farmers 
Publishing Association Limited. Are there any other settlements made to 
claimants? 

Mr. COLEMAN: They are all given here. 
Mr. FLEMING: In other words, there are just the ten properties of the 

-t-.L.F.T.A. and then one property of the Workers and Farniers Publishing 
Association. 

Mr. COLEMAN: And the absorbing of the debit balances on taxes. 
Mr. FLEMING: Leaving out that absorbtion, those ten properties and the 

Workers and Farmers Publishing Company represent all the cases in which 
payments were made at the public expense to any of these claimants. 

Mr, COLEMAN: And the $11,000 covered in the McPhee report. 
The CHAIRMAN: Do you expect gentlemen to have any other questions to 

ask Mr. Wright? 

Mr. FLEMING: Oh yes, I think we ought to carry on at the next meeting 
where we are leaving ,off today. 

The 'CHAIRMAN: May I say, gentlemen, in my haste to resume the work 
of the committee I omitted to express to Mr. Isnor the thanks I should have 
expressed for handling the committee in such a capable manner while I was 
away. I have been told the committee could not sit on next Tuesday before 
11.30 because no room is available except this one and it is being used from 
10.30 to 11.20. If it is agreeable to the committee, we will meet on Tuesday 
at 11.30 a.m. 

t. 
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Mr. ISNOR: The steering committee considered very carefully the hours 
at which sittings might be held. Due to the fact there were so many other 
committees it was felt 11.30 might work out to our advantage. 

The CHAIRMAN: Since it is agreeable, we will meet on Tuesday at 11.30 a.m. 

The committee adjourned at 1.05 p.m. to meet again on Tuesday, June 3, 
1947, at 11.30 a.m. 
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MINUTES OF PROCEEDINGS 

TUESDAY, June 3, 1947. 

The Standing Committee on Public Accounts met at 11.30 o'clock a.m., the 
Chairman Mr. L. P. Picard, presiding. 

Members present: Messrs. Boucher, Burton, Cleaver, Cote (Verdun), 
Cruickshank, Fleming, Fraser, Gladstone, Golding, Isnor„fackman, Jaenicke, 
Johnston, Marshall, Macdonnell, Picard, Pinard, Probe, Stewart (Winnipeg 
North), Thatcher, Warren. 

In attendance: Dr. E. H. Coleman, C.M.G., K.C., Deputy Custodian of 
Enemy Property, and Mr. K. W. Wright, Counsel. 

The Committee resumed its investigation into the administration of the 
property of illegal organizations. 

Examination of Dr. Coleman was continued. 

Dr. Coleman filed a statement of receipts and expenditures by the Custo-
dian on account of the property of illegal organizations as at December 31, 
1946. 

Dr. Coleman filed a statement, The Ukrainian Labour-Farmer Temple 
Association, Some Particulars regarding Ten Properties that were Sold, Feb-
ruary 24th, 1947. 

Mr. Wright filed statements respecting the sale of Ukrainian Labour-
Farmer Temple Association halls at Vancouver, B.C., and Saskatoon, Sask., 
which are printed as Appendices A and B to this day's minutes of proceedings 
and evidence. 

At 12.55 o'clock p.m. the Committee adjourned to meet at the call of the 
Chair. 

A. L. BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 

HOUSE OF COMMONS, 

June 3, 1947. 

The Standing Committee on Public Accounts met this day at 11.30 a.m. 
The Chairman, Mr. L. Philippe Picard, presided. 

The CHAIRMAN: Gentlemen, may I call the meeting to order. Doctor 
Coleman will be with us in a short while, but after this morning's meeting he 
has asked to be exempted for a certain period of time as he has been appointed 
to act as chairman of a special committee in connection with Mr. Truman's visit. 
Until the visit is over he will be fully occupied by that committee; so, for the 
expected further meetings of this committee this week, I think it would be fair 
to exempt Doctor Coleman and we will adjourn at the call of the chair. Actually 
Doctor Coleman did not expect to be here this morning because he was welcoming 
some officials, but he will be able to stay with us until 1 o'clock. 

Are there any questions on the proceedings of the last meeting? 

Dr. E. H. Coleman, K.C., recalled: 

By Mr. Fleming: 
Q. Just to begin with and to get a bird's-eye view of the whole picture 

may I ask Doctor Coleman a question or two of a general nature? You indicated 
at the last meeting settlement had been made in connection with the sales of 
the ten properties of the U.L.F.T.A. and sales had been made in connection with 
the Workers' and Farmers' Publishing Company of Winnipeg. Now actually 
there were a great many other properties that came into the hands of the 
custodian, were there not, Doctor Coleman?—A. Yes, but I would not say a 
great number; not many properties. 

Q. Well, is it correct in all other cases, tither the property was returned 
to the organization when the ban on those organizations was lifted in 1943, or 
1944, or the organization has accepted disposal of the property made by the 
custodian? Is that a fair generalization?—A. Yes, sir. 

Q. So far as properties are concerned, where realization has been challenged 
by the organizations, there were ten properties of the U.L.F.T.A. and this printing 
plant and library of the Workers' and Farmers' Publishing Company Limited?— 
A. Yes. 

Q. And there were claims received from other organizations, were there 
not; but in the light of the McPhee report no settlement was made of those 
claims?—A. I do not think there were any claims other than the Finnish ones. 

Q. Would you just say a word about that; I am trying to confine the subject 
matter of the enquiry. I am thinking, for instance, about the claims reported 
on pages 5 and 6 of the McPhee report, damages to different units.—A. That 
is the U.L.F.T.A.? 

Q. Yes; and on page 6 is the Finnish organization.—A. There was only 
one Finnish hall that was sold. 
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Q. What was the upshot of any claim with reference to the disposal of 
that?—A. Well, you will see in the report: 

With regard to the condition of the properties, we may say that 
at the sessions which the committee held in Toronto, the general secre-
tary of the Finnish Organization of Canada, Mr. G. Sundqvist appeared 
before us and stated that their halls had been released and when asked 
if they were making any claims or representations, replied, "No, we 
are well satisfied," and he expressed the thanks of the organization for 
the manner in which their properties had been dealt with by the 
custodian. 

Q. Then there was no claim from that organization?—A. There was a 
suggestion at one time; I do not know whether it was signified by a claim, but 
there was some suggestion there might be a claim which was abandoned after 
the McPhee enquiry and report. 

Q. Then the ten properties of the U.L.F.T.A. and the plant of the Workers' 
and Farmers' Publishing Company then represented the exceptions to the general 
experience of the custodian in the matter of claims?—A. Yes. 

Q. Now you were going to bring to this meeting a breakdown of the 
$152,640.96 paid out in respect of those claims?—A. I have it here. 

Q. Would you care to make a statement in general terms explaining the 
breakdown you are now following, Doctor Coleman?—A. Well, I think perhaps 
the simplest way is to go over each item as we have it here. There was an 
organization known as The Advocate which was banned. They had a bank 
account of $35.99 which was returned to them. There was an Italian associa-
tion, an association of Italian veterans, which had $118.38 which was returned 
to them. In connection with the Auslands organization we spent $15 in an 
investigation and there was a debit balance of that amount. The Canadian 
Labour Defence League had a bank account of $14.68. We had expenses of 
$55 which meant a debit balance of $40.32. The Canadian League for Peace 
and Democracy had $8.41 in the bank; there were disbursements of $45.19; we 
returned to them $6.22, leaving a debit balance of $43. 

Q. I do not know whether we need to go into all of these. Probably those 
mentioned by Doctor Coleman now would be representative examples of the 
different cases?—A. Yes, the small ones. 

Q. Now look at the larger ones for instance, the Finnish Organization of 
Canada. You show total receipts of $55,213.08; disbursements of $52,832.74; 
would you say a word concerning that?—A. I will give what the disbursements 
were. The Finnish organization had a bank balance of $448.69; cash in their 
buildings $419.11; there was an insurance rebate of $3,216.82; $50,201.74 was 
realized from rentals on real estate; $461.72 was realized from the sale of 
chattels; $465.00 was realized from the sale of real estate; all of which makes 
total receipts of $55,213.08 which was expended as follows: interest and payments 
re mortgage and agreements• for sale $4,776.75; sundry taxes $16,314; insur-
ance premiums $7,438.87; expenses re real estate $16,403.55; agents' fees 
$6,562.90. 

Q. Just a word there, did you say agents' fees?—A. Yes. 
Q. That would be calculated on the percentage of the rentals collected?—

A. That would be rental collection fees, yes. There was chattel mortgage and 
interest expanse of $1,218.65, making a total disbursement of $52,832.74. 

The CHAIRMAN: May I ask you a question there Doctor Coleman? You 
have receipts of $55,213.08 and disbursements of $52,832.74, amount returned 
by custodian $12,280.99 and there is a debit balance of $9,900.65. Is that pending 
some request by the organization to have the full amount returned? 
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The WITNESS: Yes, there was a debit of $9,900.65 which represents payment 
authorized by the cabinet. If you deduct that from the amount remitted by 
the custodian you will see the exact difference between receipts and disbursements. 

By Mr. Fleming: 
Q. You actually remitted more than you had on hand?—A. That is right. 

• Q. Did you know that you were headed for a debit balance when the 
cabinet directed the remission of the $12,280.99 to the Finnish organization?—
A. Oh, yes. 

Q. That was part of the all-round settlement and conclusion of administra-
tion.—A. The order in council directed that we pay the taxes from the beginning 
of June, 1940, through 1941, 1942 and 1943. I think if you will take that figure 
$12,280.90 and deduct what you would call the tax allowance, I think you will 
find it makes exactly the difference between $55,213.08 and $52,832.74 

The CHAIRMAN: Yes it does. 
The WITNESS: Yes, exactly. 

By Mr. Fleming: 
Q. Well now that payment of $12,280.99 along with the taxes probably 

explains why the representative of the Finnish organizations indicated that their 
organization was satisfied with the outcome and no further claim was being 
made. Is that right? That all happened at the same time?—A. Approximately, 
yes. 

Q. Am I right in thinking the taxes had not been paid in the interval from 
the time of the remission of the business by the custodian?—A. Yes, that is 
right, other than where there was revenue coming in from the properties. 

Q. There was revenue here because you had large amounts of rents?—
A. When you say there was revenue coming in there was revenue for certain 
properties but not others. 

Q. Did you pay the taxes on properties yielding rents?—A. No. If they had 
a surplus on a particular property and it had been rented for sufficient to carry 
the taxes, mortgage and so forth there was no debit balance on that property. 

Q. Am I clear on this Doctor Coleman? In the case of the Finnish organiza-
tion you were in receipt of substantial rents and you paid no taxes at all?—
A. Yes, where there was revenue coming from rent sufficient to cover the taxes, 
the taxes were paid all the time to avoid penalties. 

Q. Yes but I want to be clear. Where the revenue was sufficient to pay 
the taxes you did pay them?—A. Yes, to avoid penalties. 

Q. That matter of agents' fees, would you enlarge on that?—A. I would 
have to get further particulars on that I am afraid. There were fifty-seven 
units of real estate in the Finnish balls but I would have to get particulars on 
them. 

Q. Can you give us the gross receipts against each of those, and the fees 
that were charged?—A. Yes, rents were $50,201.74. 

Q. Against which fees of $6,562.90 were charged?—A. Yes. 
Q. Those fees I take it were in connection with renting the property and 

collecting the rents?—A. Yes, and the management of it. 
Q. That represents about 13 per cent of the gross rent?—A. I beg pardon? 
The CHAIRMAN: That includes, management, collection of rent, and admi-

nistration? 
The WITNESS: Everything connected with the rental. 
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By Mr. Fleming: 
Q. Now is there anything more you want to say on the Finnish society?—

A. I do not think so. 
Q. You have the credit balance on hand at the time of settlement and you 

simply returned it?—A. Right. 
Q. In the case of the International Bible Students' Association, total receipts 

amounted to $10,153.48 and about half that went into disbursements and the 
other half was returned at the time this organization was taken off the illegal 
list. 

Q. Then we go on to Jehovah's witnesses. You received $2,082.88 and 
disbursements were $1,596.82?—A. Yes. 

Q. You returned $1,339.20 and there was a debit balance of $853.14?—A. Yes, 
Jehovah's witnesses had a bank balance of $1296.44; cash of $53.48; $14.04 
were realized on an insurance rebate; $90. was realized for rental on real estate; 
$628.92 were, realized on sale of chattels total disbursements were $1,596.82. 

Q. Then for the benefit of the members of the committee who have not got 
copies of this statement before them would you give the total reecipts?—A. Total 
receipts were $228,662.89. 

Q. I am speaking of the grand total for the whole statement? Receipts 
amounted to $228,662.89; total disbursements $365,056.46; you returned 
$36.584.39; there was a debit balance of $172,977.96 which was absorbed?—
A. Yes. 

Q. That includes the $137,625.08 paid to the U.L.F.T.A. is that correct?—
A. Yes. 

By Mr. Stewart: 
Q. Before we leave this statement may I ask one or two questions. On 

page 2 of the financial statement opposite the heading Workers' and Farmers' 
Publishing Company total receipts are shown as $6,913.97. Now this plant 
was sold I think for $9.500 plus accrued interest. Can the witness tell us 
where this discrepancy arises? 

The CHAIRMAN: Where do you find that? 

By Mr. Stewart: 
Q. At page 2, at the bottom, just above the U.L.F.T.A.—A. That would be 

the net receipts I think, Mr. Stewart. I have not the details here but there was 
a lease on part of this machinery. 

Q. And a mortgage of $4,240?—A. There was a chattel mortgage on it of 
$4,240. 

Q. But in that case the figure for the total receipts then is wrong, is it not, 
because the total receipts arising from the Workers' and Farmers' Publishing 
Company were $11,149.96?—A. Yes. 	• 

Q. Has that happened in any other instance?—A. No, this is from the 
books kept at Ottawa and I fancy the other figure was that put in by the 
agent. Presumably the difference would be accounted for by the cost of the 
mortgage. 

Q. It is very nearly the net, it is within $4.—A. Within $40 did you say? 
Q. It is within $5.—A. That would be for discharging the mortgage. 
Q. But the witness states that is the only case where the net receipts were 

put in; all the rest are gross?—A. Well as far as I know they are. I did not 
know this appeared in that form, to be quite candid, Mr. Stewart. 

Q. Well I have no more questions to ask on the statement. 
Mr. MACDONNELL: Looking at the U.L.T.F.A., the last line on the page, 

the second figure under the heading of total disbursements is $243,511.54. Then 
go to the fourth and fifth columns under the heading of cost to custodian, 
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property repurchased, there is an item of $160,014.65. Am I right in thinking 
the $160,014.65 is included in the $243,511.54 or is that additional? 

The WITNESS: No, that is included in the $243,511.54. 

By Mr. Fleming: 
Q. Corning now to the U.L.F.T.A. properties and a breakdown of them 

AI 	leaving out of account the other factors that entered in the final settlement such 
as the absorption of the debit balance, the payment of taxes and so on, the net 
loss in connection with repurchase of the ten properties of the U.L.F.T.A. was 
$83,236.98 is that correct?—A. That is right. 

Q. Now is that amount broken down as among the ten properties?—A. We 

could do that. 
Q. Well I am not asking you if you could do it now but was it broken 

down at the time?—A. Yes. 
Q. May we have a statement showing how those amounts were arrived at 

with respect to each of the ten properties?—A. Yes. Lachine, sale price $2,000, 
repurchase price $3,540.73, deficit $1,540.73; Hamilton, sale price $5,650, repur-
chase price $9,000, deficit $3,350; Toronto, sale price $35,000, repurchase price 

• $65,819.92, deficit $30,819.92;-  Euclid avenue, Winnipeg, sale price $13,300, 
repurchase price $20,000, deficit $6,700; Saskatoon, sale price $1,702.76, repur-
chase price $7,000, deficit, $5,297.24; Alberta, Edmonton, sale price $5,739.61, 

• repurchase price $14,440, deficit $8,700.39; Vancouver, sale price $6,000, repur- 
chase price $12,000, deficit $6,000. 

Then in relation to the Calgary, Lethbridge and Medicine Hat properties 
the following figures apply. Calgary, sale price $1,611.30; Lethbridge, sale 
price $1,060; Medicine Hat, sale price $1,500. 

Those properties could not be repurchased because they had been con- 
verted by the purchasers and an allowance was made of $25,000 to be divided 
among those three branches by the U.L.F.T.A. making a deficit there of 
$20,828.70. The total deficit was $83,236.98. 

If it is agreeable to the committee, Mr. Chairman, I would file this state- 
ment. It is in a very summary form. 

Q. You have given ten properties there, Doctor Coleman, but Pritchard 
hall, Winnipeg, is not included, was that because it was foreclosed?—A. It was 
foreclosed by the organization that held the first mortgage. 

Q. No claim was made by the U.L.F.T.A. in respect of that property?— 

A. No. Q. Now you referred at the last meeting to the fact that the McPhee report 
indicated that satisfactory sale prices had been yielded in the case of all proper-
ties with the exception of, I think you said Vancouver and Saskatoon, is that not 
right?—A. Yes sir. 

Q. Vancouver and Saskatoon. Now leaving those two out for the moment, 
I would like to come back and ask questions on them later, but leaving them 
out for the moment, we have eight other properties?—A. Yes. 

Q. When the government took matters into their own hands and directed 
the repurchase we find the average price paid, although it is pretty hard to 
strike an average, in some cases, would run nearly 100 per cent higher. 

f 
	

Mr. STEwAirr: 500 per cent. 

By Mr. Fleming: 
Q. I am leaving out Saskatoon and Vancouver. I am going back to those 

later as they were singled out in the McPhee report. In the case of the others 
am I right in saying that the McPhee report stated satisfactory prices had been 
yielded from the sales?—A. The report indicated at the time the property was 
sold, I do not want to put anything extra into the report of the writers, but it 
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was to the effect that the custodian got the best price that seemed available at 
that particular time as far as they could see when looking back on the way 
the sales were handled. 

Q. Just let us get the words of the report so that we will be fair to the 
committee. If you get the passage in the report, what appears in the minutes of 
our last meeting at page 271, you are reading from the memorandum at that 
point if you will remember "In only two of the Ukrainian Labour-Farmer 
Temple Association cases did the committee express the view that the custodian's 
agents had sold the properties for an unduly low price. These cases were in 
Saskatoon and Vancouver. The committee thought the agents had not felt it 
their duty to point out to the custodian that the highest bid offered appeared 
unreasonably low in relation to the value of the property". 

Apart from these two cases I take it it was the view of the McPhee com-
mission that satisfactory prices had been yielded on the sales of the other eight 
properties. That is a good interpretation of the view of the committee. There 
was not at any time any recommendation from the McPhee commission to the 
government for payment of additional sums to the U.L.F.T.A. in respect to 
those other eight properties.—A. They recommended, as I think you will see-- 

Q. Repurchase?—A. Yes, repurchase. Now one .circumstance, if I might 
say, Mr. Fleming, has to be kept in mind. These purchasers in 1940 purchased 
the properties after advertisement and call for tenders and they represented 
later that they had been made in some cases very substantial expenditures by 
way of improvements and reconverting the properties for their own needs. In 
the case of Calgary, Lethbridge, and Medicine Hat, reconversion was so whole-
sale that it was realized there was no chance whatever of repurchasing them in 
the form that would he convenient and suitable to the use of the original 
owners, the U.L.F.T.A. The Calgary hall had been one of the ordinary type of 
halls and it had been converted into a furniture warehouse. The Lethbridge 
hall had been converted, I think, into a dancing establishment. The Medicine 
Hat hall had been converted into a Roman Catholic church. The purchasers in 
these cases represented that they had expended very considerable moneys in 
making improvements or alterations for which they felt they had to be reim-
bursed. That explains paragraph 10 of the advisory committee report: "It is 
our opinion that the present owners should agree to sell the property to the 
Ukrainian Labour-Farmer Temple Association at the price paid by them for it, 
provided further, however, that, the present owners having made permanent 
improvements to the property, these should be paid for by the Ukrainian 
Labour-Farmer Temple Association. 

We earnestly urge that the present owners_ should follow the course sug-
gested, as a reasonable and fair solution of a situation which, otherwise, may 
accentuate difficulties in restoring harmony and good feeling among Canadians 
of Ukrainian origin. On the other hand, we urge that the Ukrainian Labour-
Farmer Temple Association in the negotiations with the present owners, should 
approach the problem in a broad-minded spirit and should be careful to avoid 
recrimination and haggling over details. 

Then, following that report which, as I said came in early 1940, negotiations 
were attempted but did not get very far. The problem then came again before 
the government and one of the members of the McPhee committee, Mr. Camp-
bell of Edmonton, was brought here by the then secretary of state, on advice of 
his colleagues, to see if something could not he done with a view to examining 
the property and giving an opinion as to the value of the improvements. I 
think Mr. Campbell was selected because he had been in the lumber business 
and in the construction business and had been familiar with this type of 
building. He could not get very far. He made his report to the minister and in 
February of 1945 an order in council was passed providing for the expropriation 
of these properties. 
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Q. Again you are speaking of the three Calgary, Lethbridge and Medicine 
Hat properties?—A. No, expropriation of all of them. 

Q. All ten?—A. Yes, not just those in Calgary and Lethbridge and so on. 
Q. I suggest that we make that order in council a matter of record, Mr. 

Chairman. 
The CHAIRMAN: It  will be filed. 

01) 	By Mr. Fleming: 
Q. Without taking any more time, I understand from the chairman that 

Doctor Coleman will file that order in council. Just while we are on the subject 
of the order in council, there are two others I suggest that we should have on 
the record. The first is P.C. 8022, dated October 14, 1943, which lifted the ban 
on the U.L.F.T.A. and the next is P.C. 8116 dated October 19, 1943, which 
contemplated the appointment of a man to deal with claims. Then on 
October 29, 1943, the appointment of the McPhee commission persuant to that 
order in council was made through the hand of the secretary of state. 

The CHAIRMAN: They will be included. 

By  Mr. Fleming: 
Q. Then, going on -Doctor Coleman, summing the situation up, it became 

in 1944 government policy to bring about the physical restoration of all these 
former U.L.F.T.A. properties, the ten of them, to the U.L.F.T.A. at prices, which, 
as it turned out, were substantially in excess of the prices that the McPhee 
commission considered reasonable. The exceptions were the two in Saskatoon 
and Vancouver. That is a correct generalization, is it not?—A. Yes. 

Q. And this advance in price which the government was prepared to pay 
even in the face of expropriation was quite substantial. In the case of Lachine 
it advanced over 75 per cent, that is the amount the government paid compared 
with the amount realized on the sale in 1940, was it, have you got the dates 
there?—A. Yes, it was June 5, 1941. 

Q. So the government provided therefore, an advance of 75 per cent. Now 
in the case of Hamilton the advance is about 60 per cent?—A. Yes. 

Q. In the case of Bathurst Street, Toronto, the advance is about 90 per 
cent is it not?—A. Yes. 

Q. In the case of Euclid avenue, Winnipeg, the advance is 50 per cent?— 
A. Yes. 

Q. In Edmonton the advance is about 250 per cent?—A. No, the sale price 
was $5,000 odd and the purchase price $14,000 odd. 

Q. Yes, well that is an advance of 250 per cent according to my calculation. 
Perhaps Mr. Stewart could check me on that. In the case of the group of three, 
Calgary Lethbridge, Medicine Hat, there is an advance there of about 600 per 
cent which you say is to be accounted for in part by reason of improvements 
made on the properties?—A. No, in that case, Mr. Fleming, they could not be 
repurchased on account of the changes. 

Q. Yes, but I do not follow that.—A. That was a separate transaction 
altogether. 

Q. That was a money payment made because the property was not 
AI 	physically restored to the U.L.F.T.A.?—A. That is right. 

Q. But the difference between $4,200 and $25,000, the difference being 
$20,000 is to be explained in part as I followed your evidence, by saying there 
had been improvements made on the properties.—A. In relation to those three, 
the purchasers made very strong representations and complaints to the effect 
that they could not be repurchased because as I have said the purchasers had 
changed the entire type of building. The Calgary purchaser had made it into 
a furniture emporium or warehouse and the physical alteration was so great 
that it could not be repurchased as a hall. The Lethbridge one had done the same. 
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Q. Those facts, I take it, adequately explain why it was not physically 
possible to restore the properties to the U.L.F.T.A.—A. Yes. 

Q. Those expenditures by way of improvements were made by the pur-
chasers?—A. Right. 

Q. Why should that enter into the settlement which, I take it, was intended 
to reimburse the U.L.F.T.A. for some putative difference between the fair value 
when they were liquidated and the amount realized?—A. I was not suggesting 
with respect to these three properties that the question of improvements entered 
into it at all. 

Q. It did not enter into the amount?—A. No. 
Q. Well thanks, Doctor Coleman, that clears that up.—A. I do not know 

the details of how that amount was arrived at. 
Q. In the case of these three properties the sales were made when, what 

date?—A. Calgary, April 4, 1941; Lethbridge, January 30, 1941; Medicine Hat, 
April 29, 1941. 

Q. The amounts yielded from those sales aggregated approximately $4,200? 
—A. That is right. 

Q. And in 1944 it became government policy— —A. —1945. 
Q. Well in the spring of 1945 it became government policy to pay the former 

owners of that property $25,000. 
The CHAIRMAN: Before we leave that would you be prepared to tell the 

committee, before these new prices were fixed in 1945 which were higher than 
the original prices, did the government get any valuation by experts or were 
the experts of the department asked by whoever determined that policy to 
establish these prices?—A. I endeavour to explain, Mr. Chiarman, that Mr. 
Campbell, who had been one of the advisory committee with. Judge McPhee, 
who was himself a lumber dealer and I think a contractor, and had been over 
the properties as a member of the McPhee committee, was requested by the 
government to return and to go over the properties with a view to ascertaining 
what the improvements might represent. 

Q. These prices were arrived at after Mr. Campbell made his investiga-
tion?—A. Yes. 

Q. And he was asked by the government. 

By Mr. Boucher: 

Q. Doctor Coleman, when was the improvement taken into consideration?—
A. The government as a matter of policy decided they would restore the halls 
to the original owners. In the meantime this group of six or seven had been 
sold to people who had purchased them in good faith after tendering to the 
government and the government asked them "Will you sell them back to us?" 
and they said "No, we do not want to. We purchased these properties in good 
faith and for our own purposes. We have made improvements to suit our own 
needs and we do not want to sell them back." As I have stated at a certain 
stage after the formal negotiations had not gotten under way an order in 
council was passed under the War Measures Act providing for expropriation. 
Then realizing the expropriation proceedings might be started negotiations were 
resumed and these figures arrived at. 	. 

Q. Can you tell us how these figures were arrived at and on what basis?—A. 
I would think you would have to get Mr. Campbell to explain that. 

Q. According to your statement Mr. Campbell was only giving you the 
figures on the value of the improvements and he was not giving you the 
figures on the value of the buildings?—A. I did not intend to limit my state-
ment to that. 
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Q. You indicated, to me at least, that he was sent back to value the 
improvements and not the buildings?—A. He was brought back by the govern-
ment to endeavour to assist them in re-negotiating or negotiating a repurchase 
and one of the factors would be the value of these improvements. 

By Mr. Fleming: 
Q. That last answer, Doctor Coleman, has no application to the Calgary, 

Medicine Hat and Lethbridge properties?—A. No it has no application to 
Calgary, Medicine Hat and Lethbridge, 

Q. Did Mr. Campbell make any report concerning those three properties?—
A. No, not to my knowledge. 

Q. Where did this figure of $25.000 come from?—A. There again the secre-
tary of state of the day, under instructions from the government, was dealing 
with the U.L.F.T.A. I was not in the negotiations nor was any officer in our 
offfce directly concerned in the negotiation. 

Q. That was in the spring of 1945?—A. 1945. 
Q. That payment was finally made?—A. Yes. 
Q. April 1945?—A. Yes. 
Q. I think most of us will remember that season. 
Mr. ISNOR: Why should we remember that? 
Mr. FLEMING: I guess elections happen so often down in Halifax that they 

do not mean as much there as they do to some of us. 
Well for some reason or other, without any assistance from Mr. Campbell, 

it became government policy to pay $25,000 to the U.L.F.T.A.? I do not wish to 
interrupt you but I am not certain, as to whether Mr. Campbell was consulted 
about that or not. I could not say. 

By Mr. Boucher: 
Q. Did the government see fit to make that settlement without consultation 

or reference to your department?—A. Pardon? 
Q. I say, did the government see fit to make that settlement without con-

sultation or reference to your department?—A. The government representative 
in the negotiations was responsible to the minister. 

By Mr. Fleming: 
Q. Referring to your evidence in the last meeting; at some point or other in 

the dealings with these properties the matter was taken out of the hands of the 
custodian and they were handled directly by the government; is that not correct, 
Dr. Coleman? 

The CHAIRMAN: Of which properties are you speaking? 
Mr. FLEMING: I am speaking of this group of ten. 
The WITNESS: The McPhee report was submitted to the minister and by him 

to his colleagues, and was later tabled in the House, and all the negotiations from 
that time forward were carried out, whatever the instructions were, it was con-
ducted by the Secretary of State of the day on the instructions of the government. 

By Mr. Fleming: 
Q. Can you give us those dates?—A. I find here a telegram dated October 10, 

1944. It reads as follows: 

George A. Campbell, Esq., 
10018-83rd Ave., 
Edmonton. 

Government has decided to enter negotiations concerning purchase of 
certain Ukrainian halls sold STOP You are familiar with the representa- 

Y 

Ottawa, October 10, 1944, 
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tions made STOP Will be grateful if you will advise me by wire if you 
could accept appointment to represent government in negotiations and if so 
whether you could come to Ottawa at early date to confer with me. 

N. A. McLARTY 
Secretary of State 

Charge: 
Custodian's Office 

Q. Is that the first knowledge that you had that the dominion government 
policy contemplated repossession on behalf of the U.L.F.T.A.?—A. I would not 
say that. I cannot fix any date when I had first knowledge. I am, of course, 
aware that at that time that had been decided; but exactly when it was decided 
I cannot tell you. 

Q. Is this a fair statement, Dr. Coleman? The McPhee committee made its 
final report on Febuary 16, 1944?—A. Yes. 

Q. Some eight months later the government invites Mr. Campbell, who has 
been a member of that committee, to represent the government in connection with 
certain negotiations looking into the repurchase of those properties?—A. Yes. 

Q. And although the McPhee report had said that the price obtained on the 
sale of eight of the ten propereties was reasonable, or words to that effect.—A. At 
the time they were made

' 
 I think. 

Q. Yes, at the time they were made; and nevertheless it became government 
policy then at the end of 1944 to recover these properties on behalf of the 
U.L.F.T.A., paying to the purchaser whatever they had expended on the properties 
by way of improvement or otherwise, and whatever was required to obtain a will-
ing sale of them back to the former owners; and then, in the case of these three, 
Calgary, Lethbridge and Medicine Hat, the government was prepared to pay 
$25,000 cash for the three properties which it had sold for a total of $4,200, at a 
price which the MoPhee commission found to be not unduly low when sold in 
1941?—A. Yes. 

By the Chairman: 
Q. May I ask a question, Mr. Fleming? A moment ago Mr. Fleming sug-

gested between February 16 and the time when government policy was changed 
eight months elapsed; during those eight months you knew that negotiations were 
proceeding?—A. Well, Mr. Chairman, that would be a difficult question for me to 
answer from memory. After the McPhee report the custodian's staff on instruc-
tions from the minister, in turn from the government, implemented and carried out 
the terms ordered. Between then, and throughout the summer of 1944, I knew 
very well that representatives of the Ukrainian Labour Farmer-Temple Associa-
tion and others were—I don't want to use this expression—were hammering at the 
door of the government and making complaints about their halls, that they wanted 
them back. 

Q. At that time, Dr. Coleman, had the policy of the government changed, and 
had the government decided to hand these properties back to the original owners? 
—A. Yes; and during that summer there were negotiations carried on between 
the purchasers directly which were abortive. 

Mr. IsNon: Which summer? 
The WITNESS: Between the spring of 1944 and the fall of 1944; and it 

became apparent to the government which was still under pressure from the 
organizations interested— 

Mr. ISNOR: May I just pursue one point, Mr. Chairman? 
The CHAIRMAN: We might let Dr. Coleman finish. 
The WITNESS: There was no possibility of the parties getting together. That 

is why Mr. Campbell was brought back, because he had met the different 
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parties when he was going to the country as one of the members of the committee 
and they thought he might be able to use his good offices and make a little 
headway. 

The CHAIRMAN: In trying to get the two to agree? 
The WITNESS: Yes, to see what the difficulties were. 

By Mr. Isnor: 
Q. Dr. Coleman, as I recall your statement following the question by Mr. 

Fleming, this Mr. McPhee was a member of—A. The McPhee commission. 
Q. And he was familiar with the negotiations which led up to the sale of 

the different properties?—A. Yes. 
Q. And the sales took place about how long prior to that?—A. That would 

be three and a half yeras. The majority of them were sold in 1941. 
Q. That would be in 1941?—A. Yes. 
Q. I was just thinking of the form of agreement used in the sale of 

properties by municipalities for taxes. In such forms there is usually a provision 
that they will be resold to the original owner at a set figure. Was there any 
such clause as that in these sales?—A. There was no such clause. 

Q. So he only had to deal with the values as they stood in 1941 as compared 
to the values in 1944, plus the improvements?—A. Yes. 

Q. Plus the improvements; and because of that there is a difference roughly 
of $20,000. Therefore it all simmers down to an assessment of the increase in 
value which came about from 1941 to 1944 or 1945?—A. That is quite right. 

Q. Yes. I just wanted to clear up that point. Therefore, in fairness to the 
original purchaser the government felt he should be reimbursed to the extent 
of this increased value, the increment which had developed during that period; 
would that be a fair way of putting it?—A. I think that is quite fairly put. 

By Mr. Fleming: 
Q. You are saying in effect, Dr. Coleman, it was government policy to pay 

those who had purchased these properties in 1941 whatever they had expended 
on the improvements in the interval and give them the benefit of the rising 
market as between 1941 and 1945?—A. Yes. 

Q. It means also then that it was government policy to restore the U.L.F.T.A. 
to the position it was in before being declared an illegal organization?—A. Well, 
in relation to these properties, yes. 

Q. Yes; did Mr. Campbell make a report concerning these properties that 
he was handling?—A. Oh, yes; I know he did, to the then minister. I do not 
know whether we have a copy of them or not. I do not think so. 

Q. I will not take further time on that now, but I would ask that these 
reports, whoever has them, should be tabled.—A. We can file them. 

Q. So we may have an opportunity to scrutinize them?—A. Yes. 
Q. Now, I want to ask you this; and, this is not a fair question so that if 

you do not care to answer it you may refrain from answering it if you wish. Is 
it your understanding that Mr. Campbell stood behind each of these settlements 
in 1945 that were recommended?—A. I do not know about the Calgary one,-
that $25,000 one. I do not ,think he was in that one. Yes, I am sure he did. 

Q. In the light of the McPhee report I take it that you, for the custodian, 
felt fully justified in the sales that you had made of eight of these ten properties, 
the two exceptions being in Saskatoon and Vancouver.—A. Yes. 

Q. And in the case--A. —When I say that, what we are concerned with 
is that there was no suggestion that there has been any skulduggery, if you 
know what I mean. 
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Q. No, I am not suggesting that for a moment. I am not questioning the 
price obtained for these properties. Every effort was made at the time to get the 
best possible price in the market?—A. Yes, every effort was made to secure 
at the time the best market price. 

Q. And, as we have all your evidence, I think the committee will agree with 
me that you did try to get the best possible prices for these properties at the 
time they were sold over this period pursuant to the policy of liquidation, and I 
take it that your administration has been vindicated by the McPhee report; 
at least, with respect to all the properties with the two exceptions of Calgary and 
Vancouver. Now, Dr. Coleman, I presume that the McPhee commission made 
another report during the time it was functioning; what you have produced 
here is only the Toronto report, there are a number of interim reports?—A. 
They made a report on each file. 

Q. What are the dates of these interim reports?—A. They began their 
sittings early in the winter of 1943. The three members of the commission came 
to Ottawa. The minister I think gave them the use of his room, and the first 
thing they did, we turned over to them all the files relating to every one of these 
properties; and they looked over them and read them. In a great many cases 
all they said was: here you have $12.18, we recommend that you return that; 
and that was done. Then, of course, there were more elaborate claims; and then 
on certain dates the U.L.F.T.A. and others have been making complaints and 
they held public hearings. As I recall it they sat in Toronto, and I know they 
sat in Hamilton also; and certainly in Edmonton and Vancouver. 

Q. I do not want to go into all that detail, the point I am getting at is this. 
There are interim reports which were made. This is just a sort of final or 
summary report; and the real essence of the views of the committee on these 
various sales is to be found in the individual reports rather than in the general 
report?—A. Yes. 

Q. I would suggest that these reports on the ten properties, Mr. Chairman, 
be tabled so that if there is anything in them we want to examine it will be 
available to us.—A. That will be done. 

Q. Thank you. There is one other matter; you were of course— 
The CHAIRMAN: Are you taking up another subject now, Mr. Fleming? 
Mr. FLEivinvo: It is just a sort of review of questions, Mr. Chairman. If 

this is taking up too much time; I have some others I would like to ask, but I 
would prefer that somebody else take a turn. In this case, the U.L.F.T.A., the 
government sells the property of an illegal organization in 1941 and along in 1944 
and 1945, in the face of a report by a government commission that these properties 
were sold at fair prices, with the exception of two, it becomes government policy 
to put these illegal organizations back in the same position that they had been 
in had they not been declared to be illegal organizations. I would like you to 
comment on this, Dr. 'Coleman, if you are free to comment on it. I cannot 
harmonize that with the policies that your department followed on instructions 
from the government with reference to Japanese land. In the Fraser valley area 
the sale is made of land of persons who were evacuees and were not declared 
to be members of an illegal organization; sales were made in the worst period 
of the war at prices running 40 per cent below even the assessed value, and even 
further below the prices as reflected in subsequent sales of comparable properties; 
and yet when the war is over there is no move made that we have heard of as yet 
to put these people back in the position that they would have been in had there 
been no policy of liquidation followed.—A. I do not think, Mr. Fleming, I can 
comment on that; because you are discussing questions of government policy. 

The CHAIRMAN: May I ask you this? 
Mr, ISNOR: It was their policy— 
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The CHAIRMAN: Pardon me, Mr. Isnor; I am awfully sorry; I was just 
going to follow up the same point. 

Mr. ISNOR: All right. 
The  CHAIRMAN:  In the case of the Japanese you were in a different position. 

In the case of the U.L.F.T.A. you have the McPhee report, but in the case of the 
Japanese you do not have any report like that? 

• 
The  WITNESS: We did not have a de facto report. We had an advisory 

committee which recommended sale. 
The CHAIRMAN: Well, yes; but they were not to be given back to them. 

The WITNESS: They were not given back. 
The CHAIRMAN: No, but Mr. Fleming in putting his question stated that 

they were sold much below market value. 
The WITNESS: I do not think I want ta comment on that. 

The CHAIRMAN:  But as I understand it, the benefit from the sale of that land 
was given to the owners? 

The WITNESS: Oh, yes. 
The CHAIRMAN: And you faced an entirely different situation with respect 

to this Ukrainian organization? In their case, the McPhee report suggested that 
the property be given back to them? 

The WITNESS: Yes. 
The CHAIRMAN: The case was not the same with the Japanese as it, was 

with the U.L.F.T.A. In the latter case you first had the McPhee report, and 
apparently any action which has been taken resulted from the advice that the 
property should be returned to the former owners in order to bring about harmony 
between the Ukrainians and— 

The WITNESS: I do not think I can go that far, Mr. Chairman. The McPhee 
report recommended the return of one which had never been sold.. The McPhee 
report said that there had been sixteen sold, and about six of them there was no 
complaint whatever. As for the other ten they recommended that the purchasers 
should be induced to re-sell them to the U.L.F.T.A. That, I think, is as far as 
the McPhee report went. 

The CHAIRMAN: Then it became government policy, as you suggested earlier, 
to huve these properties handed back to the U.L.F.T.A. In the meantime the 
properties had increased in value and improvements had been made to some 
of them. 

The WITNESS: That is right. 
The CHAIRMAN: And these improvements greatly added to their value, 

and in some instances made them useless for the purposes of the U.L.F.T.A. 
Then, the purchasers who had bought them in good faith had to be given 
consideration for the improvements they had made, for the difference between 
the price at which they had bought these properties and their present value in 
1945, let us say; and when it was found that negotiations for repurchase for the 
purpose of return to the U.L.F.T.A. were not successful this other method of 

• adjustment was adopted. 
Mr. FLEMING: You are questioning the witness on matters which are not 

supported by evidence, at least not by the evidence which has come before us 
thus far. 

The CHAIRMAN: I do not agree with that, Mr. Fleming. 

Mr. FLEMING: Your statements should be supported by evidence which 
is before US. 

90315-2 
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The CHAIRMAN: What do you mean by that? I am merely trying to 
review what has been done in the matter. If I am wrong, I am sure Dr. Coleman 
can put me right. 

Then, after the government had decided the policy they would follow, as 
the interested parties were not able to reach agreement, they called Mr. 
Campbell in to make a further investigation and report. 

The WITNESS: He was called in to carry on negotiations after it became 
clear that the parties would not get together. 

The CHAIRMAN: And subsequent to Mr. Campbell's report the government 
decided to pay more, as suggested by Mr. Fleming, than it had received for 
the properties at the time of sale. Am I right; is that a fair statement of the 
sequence of events? 

The WITNESS: I would think so. 
Mr. IsNon: I have one other question. I was going to follow along much 

the same line. It is hardly fair for Mr. Fleming to say that there is a parallel 
situation existing as far as Japanese properties are concerned and these properties. 

Mr. BOUCHER: I do not think this witness should be asked whether it is 
fair or not. 

Mr. ISNOR: There is no comparison between the return of Japanese proper-
ties, and there is no ground for support for the suggestion that they should be 
returned for similar reasons. I say that there is not a fair comparison of the 
two situations. 

Mr. FLEMING: I think that would be a matter of argument between my 
friend Mr. Isnor and myself. It is hardly a matter for this witness to pursue. 

Mr. IsNon: If the witness does not wish to answer, he does not have to. 
Mr. STEWART: I should like to refer to the matter of books and records 

destroyed, to which previous reference was made. I should like to know why 
that action was taken with respect to the books of records of, for instance, of 
the Russian Workers and Farmers' Club and other Communist organizations, 
and not with Fascist organizations? 

The CHAIRMAN: Excuse me, Mr. Stewart; Dr. Coleman has to be excused 
because he must attend another meeting. The answer will have to be given 
by Mr. Wright in his absence. 

Mr. STEWART: I have no questions to address to Dr. Coleman. I am 
perfectly satisfied with the report made by Mr. Wright. 

The CHAIRMAN: I want to tell the committee that Dr. Coleman has to 
withdraw now because his duties call him elsewhere. 

Mr. STEWART: I have no questions to put to Mr. Wright. I have read his 
report and I wish to congratulate him on having made such an excellent report. 

I would like to know, for instance, why books and records of the 
Russian Workers and Farmers' Club were sold, realizing apparently $7.13; 
and why similar action was taken with respect to the books and records 
of Communistic organizations when apparently no similar action was taken 
with respect to Fascist organizations? 

The WITNESS: I would not like to attempt to give an answer to that 
offhand, without reference to the files. I think there were only two or three 
cases where there were complaints about the destruction of books. One was in 
Toronto. And this advisory committee of which Judge McPhee was the head 
made a special report on that. I think another place where that came up was 
Edmonton. I can get you their special reports on these two. I would be very 
glad to file them; and I will make inquiries about the others. 

Mr. STEWART: I want to know; I wondered if the Fascists books and records 
were destroyed as well as the Communists. 
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The CHAIRMAN: I do not know that we can make any further progress 
right now. If it is agreeable to the committee we will adjourn to the call of 
the chair. We do not know for sure just when Dr. Coleman will again be 
available to the committee. 

Mr. ISNOR: Just before you adjourn I want to bring up one matter. The 
clerk of the committee, who is generally very, very accurate and efficient has 
made what I think is a slight error in his reference to the motion made by Mr. 

• 
Homuth with reference to a royal commission. I think it is merely set forth 
in the minutes of evidence— 

The CHAIRMAN: Is that in the report of May 30, last Friday? 
Mr. ISNOR: Yes. 

• The CHAIRMAN: At what page? 
Mr. IsNon: I think you will find Mr. Homuth's motion on page 264; in it 

he usesthese words: 
I think this committee ought, while you are still in the chair, to make 

some recommendations with respect to the setting up a commission, 
a royal commission or whatever you wish to call it, to deal with those 
losses. 

My point, Mr. Chairman, is that it was not a royal commission that was 
covered in the motion; and, because the steering committee would have to 
deal with that, I think the report should be amended. 

The CHAIRMAN: Your point is that the motion made by Mr. Homuth as 
reported on page 264, does not exactly correspond with the wording in the 
Minutes of Proceedings on page 259 as prepared by the clerk of the committee? 

Mr. IsNon: Yes. 
The CHAIRMAN: We will make sure of that. 
Mr. FLEMING: I don't quite follow that. 
Mr. ISNOR: By the motion as recorded in the Minutes of Proceedings the 

steering committee would be obliged to consider, and to consider only a royal 
commission, as I read it. The motion made by Mr. Homuth was to the effect 
that "a commission, a royal commission or whatever you wish to call it," be 
considered by the steering committee. 

The CHAIRMAN: You mean, this leaves a choice between the many different 
kinds of investigational bodies there may be up to the steering committee to 
select? 

Mr. ISNOR: Yes. 
Mr. BOUCHER: Before any alteration is made on that, in the absence of 

Mr. Homuth—I think he should be here, there might have been an error either 
place. 

The CHAIRMAN: I do not intend to give orders to alter. That would not 
be within my power. The matter will, no doubt, be up for consideration before 
the steering committee and no doubt Mr . Homuth will be present. The point 
raised by Mr. Isnor is that the wording of the Minutes of Proceedings on page 
259 does not conform precisely with the wording of the motion as put by Mr. 
Homuth and as recorded on page 264, and referred to above. 

Mr. FLEMING: As Mr. Boucher said, Mr. Chairman, I do not think we can 
deal with this matter in the absence of Mr. Homuth. 

The CHAIRMAN: Oh, no. 
Mr. FLEMING: Personally I do not see any difference between commission 

and royal commission, because it is, I think, obvious that any commission to 
be appointed would have to be a royal commission. I take it that the matter 
is not ended now by what has been said. 
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The CHAIRMAN: There is no conclusion. As I stated, the matter will be 
referred to the steering committee and at a time when Mr. Homuth will be 
present; but the motion is as reported on page 264, or words to that effect. 

Mr. FLEMING : Where is the difference between a commission, or a royal 
commission, or whatever he may wish to call it? 

The CHAIRMAN: There may be different kinds of inquiries, conducted, but 
whatever form it takes it would need the approval of the government. 

The WITNESS: Mr. Chairman, just before the committee adjourns there are 
two statements I would like to file with you. One relates to the property at the 
corner of Pender street and Hawkes avenue, and the other to the property in 
Saskatoon. 

The CHAIRMAN: If there are no further questions, we will adjourn, to meet 
again at the call of the chair. 

The committee adjourned at 12.55 p.m. to meet again at the call of the 
chair. 
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APPENDIX A 

THE UKRAINIAN LABOUR-FARMER TEMPLE ASSOCIATION 
VANCOUVER, BRITISH COLUMBIA. 

The land is at the South East corner of Fender Street and Hawks Avenue. 
The frontage on Pender Street is 75 feet and on Hawks Avenue, 122 feet. There 
is a 20 ft. lane at the rear or northerly end. 

The building erected in the year 1928 is of plain design and not well planned. 
The wood floors in the basement were showing signs of deterioration through dry 
rot. The roof had been leaking and although the occupants had made some 
repairs, more work was required in this connection. The Auditorium had been 
redecorated, but leakages had spoiled its appearance. 

The assessed value in the year 1941 was $10,345. 
Our agents advised that a fair valuation of the land and building would be 

$7,200. Another appraiser valued the property at $7,500. 
The Custodian's agent in this case was the Toronto General Trust Cor-

poration of Vancouver. 
In March 1941 the Trust Company stated that they were having "For 

Rent" signs prepared for the property. Certain efforts were made by the 
Ukrainian Community Centre Association to obtain the use of the hall free of 
charge, but this suggestion was not acted upon in view of the carrying charges 
for taxes and insurance. It does not appear that any offer of rental was 
received. 

Accordingly, in March 1941 the Custodian directed that the property should 
be advertised for sale by tender. This was done and in addition to advertise-
ments in the newspapers copies of the advertisements were sent to more than 75 
real estate agents in and around Vancouver. Only one tender was received, 
that of the Ukrainian Greek Orthodox Church, for $6,000. This offer was 
accepted. 
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APPENDIX B 

THE UKRAINIAN LABOUR-FARMER TEMPLE ASSOCIATION 
SASKATOON, SASKATCHEWAN 

The assessed value, Land—$1,050, improvements—$3,520, on a 60 per cent 
basis. Our agents in the year 1940 were of the opinion, that a fair valuation 
would be $6,400 for land and improvements. 

At the time the property was taken over, certain alterations were under 
way and were not completed. There was filed against the property a mechanic's 
lien of about $400 and there were accrued taxes of nearly $500. 

In 1940 the matter was looked after by our Provincial agents at Regina but 
it was felt desirable to have a local agent in Saskatoon make an effort to rent 
the premises. Accordingly, we wrote the National Trust Company but had a 
reply from that company that they had closed their Real Estate Department 
and had transferred their business to Stayner Agencies. Stayner Agencies were 
therefore engaged as local agents. 

Cards advertising the property for 'rent were on the building but in 1940 
we arranged to have Stayner Agencies insert eight different advertisements 
offering the property for rent. In response to these advertisements there was 
only one "nibble", the prospective tenant desiring to use the property for enter-
tainment purposes. This would have involved obtaining a licence from the 
city and the negotiations finally petered out. 

In view of the fact that the property could not be rented, that there was a 
mechanic's lien against it and that in the opinion of our agents it would deter-
iorate if left idle, it was advertised fOr sale in June, 1941. 

Only one tender was received, from the Ukrainian Greek Orthodox Church 
of the Holy Ghost, for $1,500, and this tender was accepted. 

The Advisory Committee heard evidence concerning the sale at sittings in 
Saskatoon on December 15, 1943. It will be remembered that in this case the 
members of the Advisory Committee orally expressed the view that the agent, 
Stayner Agencies, should have advised the Custodian that the tender of $1,500 
was quite probably less than a reasonable selling price for the property. 

• 
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REPORT TO THE HOUSE 

TUESDAY, June 17, 1947. 

The Standing Committee on Public Accounts begs leave to present the 
following as a 

FOURTH REPORT 

Your Committee held its first meeting on Monday, April 28, 1947, and this 
report covers the first eleven meetings, the last of which was held on Tuesday, 
May 27. 

A steering committee, composed of the Chairman, the Vice-Chairman and 
Messrs. Burton, Fleming, Gibson (Comox-Alberni),  Marshall and Stuart (Char-
lotte), was appointed to consider procedure and agenda, and its recommendations 
were approved by the main committee. 

The first four meetings of the Committee were devoted to consideration of 
Bill No. 22, An Act to continue the Revised Regulations respecting Trading with 
the Enemy (1945). This Bill was reported to the House with amendments on 
May 6, 1947, and passed the House without further amendment on May 9. 

The next seven meetings were devoted to a review of the general administra-
tion and liquidation of real property in British Columbia owned by Japanese 
evacuees. With a view to obtaining as complete a picture as possible of the 
Custodian's activities in this respect, the Committee heard evidence from the 
Hon. C. W. Gibson, Secretary of State and Custodian of Enemy Property, Dr. 
E. H. Coleman, C.M.G., K.C., Deputy Custodian, Mr. F. G. Shears, Director, 
Vancouver Office, and Mr. K. W. Wright, Counsel; from Mr. Gordon Murchison, 
Director, Soldier Settlement and Veterans' Land Act; from Mrs. Hugh Mac- 
Millan, Secretary, and Mr. F. Andrew Brewin, Counsel, The Cooperative Com-
mittee on Japanese Canadians, and from Mr. George Tanaka, Chairman, 
Japanese Canadian Committee for Democracy. 

During these meetings, your Committee's enquiry was confined to a study 
of the Custodian's administration of the property of persons of the Japanese 
race as it applies to the West Coast, and more particularly to the area, known 
as the protected area, extending north several hundred miles from the United 
States Boundary and inland to the Cascade Mountains, and including Vancouver 
Island, the Queen Charlotte Islands and the group of small islands known as the 
Gulf Islands. The affairs of approximately 22,000 Japanese were involved, 
including the ownership of 1,700 parcels of real property as well as business, 
stock, equipment and household effects. 

It is interesting to note that on December 10, 1941, three days after the 
Japanese attack on Pearl Harbour that brought the United States into the war, 
the Custodian opened an office in Vancouver. 

Evacution of persons of the Japanese race from the protected area com-
menced in March, 1942, and continued until October of that year. In the period 

• between December 7, 1941, and March 27, 1942, the date of Order in Council 
P.C. 1665 vesting control of their property in the Custodian many Japanese 
disposed of property at prices which were probably considerably below the 
market value. Immediately upon assuming control, the Custodian commenced 
a voluntary registration of all Japanese property, real and personal. A printed 
form (Form "J.P.", a copy of which is appended) was mailed to every Japanese 
evacuee with the request that it be completed and returned to the Custodian. 

90822-li 
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Standing Committee 

Form "JP" File No 	 

OFFICE OF THE CUSTODIAN 

JAPANESE SECTION 

To be completed by persons of the Japanese race having property in any 
protected area. The proper administration of this property requires such persons 
to give full particulars as requested in this form. 

Personal Information 
Name 	  
Home Address 	  
Registration Number 	 Sex 	Age 	 

Occupation 	  

(If any business or businesses carried on, state where, under what name and whether 
carried on by yourself or in partnership with anyone; if partnership, give partner's 
name.) 

Employer 	  
Married? 	  
Name of Wife or Husband 	  
Address of Wife or Husband 	  
Names of Any Living Children 	  

Address of Children 	  
Age of Children 	  

Statement of All Real Property (Each parcel must be mentioned and particulars 
given) 

1. Location and Description 	  

2. Buildings and Other Improvements 	  

3. Insurance (Give particulars; state where policies are) 

4. Taxes (Amount and where payable) 	  

5. Encumbrances (Including any unregistered claims or deposit of title 
deed) 

5. Sub-Tenants, If Any (Give name, address, rent and to what date paid) 	 

6. Occupancy and Leases (If vacant so state) 	  
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Great difficulty was experienced by the Custodian in identifying the per-
sonal Property, such as chattels and personal effects, of these 22,000 Japanese 
and, undoubtedly, some confusion resulted. The reasons for this confusion 
were explained in evidence to your Committee. 

The procedure followed in respect to the listing of personal property and its 
transportation from owners' homes to torage and subsequent disposal was fully 
explained by the witnesses. 

Some of the household effects and other chattels were advertised in the 
press and sold at public auction. From the evidence produced, there is no doubt 
that a certain amount of theft and vandalism took place both before control 
was vested in the Custodian and during the period of his administration. 

Subsequent to the passage of the Order in Council establishing a protected 
area, two advisory committes were appointed: one under the chairmanship of 
Mr. Justice Sidney Smith, associated with Alderman Charles Jones of Van-
couver and a Japanese representative; the other wider the chairmanship of the 
late Judge David Whiteside, assisted by Mayor Mott, of New Westminster, Mr. 
D. A. Mackenzie, Mr. Harold Menzies and a Japanese representative. The 
Japanese representatives on the two committees resigned on being evacuated. 
Every negotiation for the sale of real estate was considered and reported upon 
by the committee over which Judge Whiteside presided. 

Most of the discussion in your Committee centred around the sale of 741 
farm properties by the Custodian to the Director, The Veterans' Land Act, for 
the sum of $836,250. 

A summary of the cash which has been collected by the Custodian on behalf 
of Japanese evacuees, covering not only real estate but fishing vessels, fishing 
gear, cars and trucks, farm equipment, household effects and sundries, totals 
$5,373,317.64. 

In view of the evidence adduced and in order that more information may 
be obtained as to the desirability of adjusting any apparent discrimination or 
loss which may have resulted from the taking over or sale of property of any 
kind, your Committee recommends that a commission be appointed under the 
provisions of the Inquiries Act to inquire into and report upon the claim of any 
person of the Japanese race now resident in Canada for alleged loss which 
resulted from the amount received by him being less than the fair market value 
of his property at time of sale or loss. 

A copy of the minutes of proceedings and evidence to May 27 is appended. 
All of which is respectfully submitted. 

GORDON B. ISNOR, 
Vice-Chairman 
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7. State 'Whereabouts of Title Documents 

8. State if any Other Person Has any Interest 	  .... 

9. If Farm Land Crops Sown 	  

Statement of Real Property Occupied 
1. Location and Description 	  

2. Landlord's Name and Address 

3. Particulars of Lease and Rent and Date to Which Paid 	  

4. State Whereabouts of Lease 	  

6. If Farm Land, Particulars of Crops Sown 	  

Statement of Personal Property Owned: 
1. Give Brief Description and State Location of Furniture, Fixtures, Equip-

ment and Machinery, Stock in Trade and Personal Effects: 

2. Horses, Livestock and Other Animals, Poultry and Pets 	 

3. Give the Name and Address of Any Person Having Any Interest in, or 
Claim on Any Such Property 	  

4. Insurance Carried on Above Property 	  

5. Mortgages, Liens and Other Claims on Property in Possession of Others 

6. Moneys Owing to You (State if any of these debts assigned and if so, 

	

to whom)   	
 	

7. Bonds, Debentures, Shares, Stocks or Other Securities (State whereabouts) 
.................................................................... 
.................................................................... 
8. Bank 	Accounts ................................................... 

9. Life Insurance 	  

10. Interest in Any Estates or Trusts 	  

11. Safety Deposit Box 	  

Liabilities: 
1. Personal Debts 	  

2. Trade Debts 	  

I, the undersigned, hereby voluntarily turn over to the Custodian all my 
property in the protected area as set out above, excepting fishing vessels, 
deposits of money, shares of stock, debentures, bonds or other securities, 
if any. 

I certify that the above information is true and complete and fully 
discloses all my property of every description in any protected area in 
British Columbia and sets forth all my liabilities direct and indirect. 

Dated this 	day of 	 1943. 

(Signature) 	  

Witness 

For Departmental Use 	  



MINUTES OF PROCEEDINGS 

TUESDAY, June 17, 1947. 

The Standing Committee on Public Accounts met at 11 o'clock a.m., the 
Chairman, Mr. L. P. Picard, presiding. 

Members present: Messrs. Arsenault, Boucher, Burton, Cote (Verdun), 

Denis, Fleming, Fournier (Maisonneuve-Rosemont), Fraser, Gladstone, Golding, 

Grant, Hamel, Homuth, Isnor, Picard, Stuart (Charlotte), Thatcher, Warren, 

Winkler. 

In attendance: Dr. E. I-1. Coleman, C.M.G., K.C., Deputy Custodian of 
Enemy Property, and Mr. K. W. Wright, Counsel. 	 • 

The Chairman reported thaf, in accordance with an undertaking given the 
Committee at the meeting of May 22, the Director, The Veterans' Land Act, had 
submitted a schedule showing the details of sales of former Japanese lands. 

The Chairman also reported that the following documents, promised by 
Dr. Coleman at the last meeting, had been received: 

certain Orders in Council relating to organizations declared illegal 
together with a copy of the document appointing the Advisory Committee 
under the Chairmanship of His Honour Judge McPhee, dated October 20, 
1943 (printed as Appendix "A" to this day's minutes of proceedings and 

evidence) ; 
particulars regarding sale and repurchase of the Ukrainian Labour-

Farmer Temple Association properties together with the reports of the 
Advisory Committee relative thereto; and 

report concerning libraries formerly owned by some illegal 

organizations. 
By order of the Committee, strangers were requested to withdraw and the 

Committee proceeded to consideration of its fourth report to the House. 
The Chairman submitted a draft report prepared by the Vice-Chairman, 

Mr. Gordon B. Isnor, and amended by the Steering Committee. 
After discussion, further amendments were agreed to. 

On motion of Mr. Fleming: 
Ordered,—That the report, as amended, be adopted and presented to the 

House by Mr. Isnor. 
Strangers were admitted and the official reporters recalled. 
The Committee resumed its investigation into the administration of the 

property of illegal organizations. 

Examination of Dr. Coleman was continued. 
Dr. Coleman filed minutes of a meeting of the Central Executive Committee 

of the Ukrainian Labour-Farmer Temple Association held at Toronto on 

April 7, 1945. 

Dr. Coleman retired. 
At 12.40 o'clock p.m. the Committee adjourned to the call of the Chair. 

A. L. BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 

HOUSE OF COMMONS, 

June 17, 1947. 

The Standing Committee on Public Accounts met this day at 11.00 a.m. The 
Chairman, Mr. L. Philippe Picard, presided. 

The CHAIRMAN: Gentlemen, may we come to order. 
This morning we have received certain documents for consideration by the 

committee. We have received from Mr. Murchison a statement respecting the 
resale of Japanese land to veterans. This statement is received in answer to a 
previous request. 

From Mr. Wright we have received copies of the orders in council promised 
by Dr. Coleman at the last meeting. There is also a report respecting libraries 
owned by illegal organizations requested by Mr. Burton and Mr. Stewart, and 
particulars concerning the sale and repurchase of the Ukrainian Labour-Farmer 
Temple Association buildings. These will be filed with the clerk of this com-
mittee for consideration by those members who want to consult them. 

Mr. FLEMING: Excuse me, Mr. Chairman, are you going on with those? 
The CHAIRMAN: No, we are filing them officially. 
Mr. FLEMING: I was going to suggest on those, Mr. Chairman, that I think 

they ought to be printed in the record. Certainly the report of Mr. Murchison 
should be printed because it purports to comment on another table which is 
already a matter of record in the proceedings of the committee. 

The CHAIRMAN: I am in the hands of the committee but I would say that 
this report from Mr. Murchison is a thing of at least forty-eight pages. It con-
sists of details, and, after all, those members of the committee who are to pass 
a recommendation at the end of our meetings, are entitled to see the reports but 
the whole public is not necessarily likewise entitled. The public does not have to 
vote on this and I submit that we might file it and leave the matter in abeyance 
for a week or two so that everyone will have time to consult the reports. I do 
not feel that it will aid the work of our committee if this forty-eight page report 
is published. I suggest, therefore, that we file it and have it at the disposal of 
the members of the committee who are, of course, entitled to know what is 
being done. As chairman, I submit that these should be filed only. 

Mr. FLEMING: My suggestion that it be printed is because that report follows 
up and refers to a document which is already filed as an appendix and extends 
the information of the appendix. The document I am referring to is one of those 
put on the record by Mr. Cruickshank, found at pages 163-174, of our proceed-
ings and Mr. Murchison's report extends the information contained in that 
appendix. Having printed as part of our proceedings the first table, Mr. Chair-
man, I should think that we are almost bound to print the table prepared by 
Mr. Murchison that extends the information. 

Mr. IsNoa: Mr. Chairman, I think there may be something in what Mr. 
Fleming has to say but as he is the only one, as far as I know, who has had an 
opportunity of seeing the report. I favour your suggestion that for the time being 
the report be tabled and later it can be discussed by the committee and possibly 
then we can have it printed as part of our proceedings. 

Mr. FLEMING: Yes, we can bring it up later. 
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The CHAIRMAN: Well, let us say that we will leave the matter in abeyance 
for two weeks and anyone who wishes can consult the reports and then, if it 
is the wish of the committee, the reports can be printed and to that I have no 
objection. 

Agreed. 	 1 
Now, gentlemen, two meetings ago we had completed our work on part 

of this committee's business and it had been suggested that a report might be 
drafted by Mr. Isnor covering the first part of our work. 

Mr. Isnor, who is the vice-chairman, has completed his report. He has 
come before the steering committee with the report which has been amended, 
altered, and approved by the steering committee. I submit that it might be a 
proper time for the committee to draft an interim report. I move that when 
we have the report for the House we give Mr. Isnor, who was acting as chairman 
during the period covered by the report, and who has presented the report, the 
compliment of presenting it to the House. If it is agreeable to the committee we 
will start considering the draft interim report. Now when these reports come 
before the committee it is in order that it be brought in in camera, because the 
reports should not go to the public until they have been seen by members. This 
is the first time we have discussed the report with the whole committee. You 
will have a chance to see it now, so I suggest that the committee go into camera 
and the reporter may go away. We will call him back later. 

Agreed. 
Mr. IsNon: Just before you close the record may I suggest that a state-

ment be included in the record to the effect that this report was made with the 
unanimous approval of the steering committee and recommended for your 
approval. 

Mr. FLEMING: I do not think it can be said to be quite that. We had quite 
a discussion and there were conflicting points of view expressed, but there was a 
spirit of conciliation on all sides in trying to arrive at the report. Although 
it met with general approval I think I expressed some reservations about. some 
aspects of the report, but I do not wish to go quite so far as Mr. Isnor suggests. 

The CHAIRMAN: Do you mean you were not expressing approval? 
Mr. IsNon: Well I definitely stand on what I have said. The final report 

as amended and approved was approved unanimously by members of the steer-
ing committee for submission to the main committee. 

Mr. FLEMING: I do not want to be taken as agreeing and you will recall 
my remarks at the end of the meeting, Mr. Chairman. I said I would review 
the report again with a view to assisting in any way I could in making this report 
unanimous in the light of the changes that had been made. There were a number 
of points where I had expressed appreciation of the wishes of the members 
and I said I would do my best to find myself in concurrence with the other 
members of the committee, but I did not express myself, at that time, as 
agreeing to the report. 

Mr. IsNon: Then I can only say that I was mistaken in Mr. Fleming's 
attitude. I thought we had, as was so well stated by Mr. Fleming, given way on 
practically all points on which there appeared to be conflict. Mr. Burton held 
certain views, Mr. Fleming held certain views, the members including myself, 
held certain other views and so expressed them in preparing the report. There 
were minor changes made and then the report was finally unanimously approved, 
as I understood it, because there were no objections, except those expressed by 
Mr. Fleming who stated that he would review the matter and the report as 
amended has been submitted to this meeting. Now it rests there. In its present 
form, and for the time being, it comes from the steering committee as a report 
on which there was no objection taken. 
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Mr. FLEMING: I cannot assent to that. 
Mr. BURTON: Perhaps I might be allowed to enter into this discussion. I 

distinctly recall the reservation that Mr. Fleming made. He said that he 
appreciated the spirit of conciliation and willingness to consider the different 
proposals. I also recollect that he expressed considerable satisfaction and in 
making that statement I was under the impression that he was satisfied to have 
it come before the committee. His reservation lay in the fact that in the 
final analysis he was not sure whether everything would meet with his approval. 
There is where his reservation ended. At no time was I under the impression 
that the steering committee was to be called together again so that we could 
have a unanimous report, and I took it for granted that it was a unanimous 
report for the consideration of the whole committee. Mr. Fleming, in making 
his reservation, was saying that he would read it over to see whether the final 
alterations made met entirely with what he had in mind. I believe, Mr. Chair-
man, that we can proceed with the work. 

The CHAIRMAN:  My recollection, if I may be permitted to say so, was that 
I understood Mr. Fleming was reserving his right to come before the Main 
committee and vary with some opinions expressed in this report. At the time 
several compliments were given and he expressed his satisfaction with the 
work of the steering committee. I did not understand that the report was 
unanimous but his reservation was to his right to come before the main com-
mittee and express his views even although he then approved of the report. 

I understood you, Mr. Fleming, to say that you reserved your right to 
come before this committee and differ on some points, but at the moment 
you thought that this was a suitable report and that we might come before 
the committee with a unanimous report although you reserved the right to 

express a different view. 
Mr. FixmiNar: Perhaps we are spending more time on it than it is 

worth and I think if we can get into the report my objections will become 

perfectly clear. 
The CHAIRMAN: 

Then, with your consent, we will dispense with the reporter 
. for the moment and proceed with the draft interim report. 

(Discussion off the record). 

The CHAIRMAN : 
Gentlemen, will you come to order and we will go on 

the record again. Dr. Coleman is now with us. 

Mr. FLEMING: 
May I ask first, Mr. Chairman, if the members will refer 

to the minutes of proceedings of evidence, No. 12, of June 3, on page 289 about 
the 7th line. In a question of my own, I am quoted as saying "Just while we 
are on the subject of the order in council, there are two others I suggest that 
we should have on the record. The first is P.C. 8022, dated October 14, 1943,"—
then I spoke about P.C. 8116, and the chairman says "They will be included." 
I suggested that we have these two orders in council on the record but they 
have not been printed in the record at all. 

The CHAIRMAN: 
They were received after the proceedings were sent to the 

printer but they will be printed as part of to-day's proceedings. 

Mr. FLEMING: That will be fine. 
Then on page 204 about twelve lines from the end of a long question, and 

this is part of a broken sentence "it becomes government policy to put these 
illegal organizations back in the same position that 	

i they had been f they had 

not been declared to be illegal organizations". The word "had" should obviously 
have been "would have". It would then read "—back in the same position that 
they would have been if they had not been declared illegal organizations". 

The CHAIRMAN: Thank you Mr. Fleming. 

Now Dr. Coleman is with us. 

  

O 

o- 
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Dr. E. H. Coleman, called: 

The CHAIRMAN: Have you any reports, Dr. Coleman? 
The WITNESS: Since the last sitting of the committee at which I appeared 

we have filed with the secretary these reports. 
I have copies of some supplementary material which contains communica-

tions addressed to the late Mr. McLarty, from Mr. Campbell and others, which 
seem rather bearing on the matter. 

The CHAIRMAN: They will be filed. 
The WITNESS: I think this completes the material which I was asked to 

produce. 
The CHAIRMAN: Are there any guestions, gentlemen? 

By Mr. Fleming: 
Q. Mr. Chairman, we were dealing at our last meeting with the restoration 

of the properties to the original owners, the U.L.F.T.A., in the case of the three 
which could not be restored to the owners, namely Calgary, Lethbridge, and 
Medicine Hat, and the $25,000 paid to the U.L.F.T.A. in settlement. May I ask 
Dr. Coleman if the U.L.F.T.A. was incorporated?—A. I believe so, yes sir. 

Q. In some of the correspondence there was reference to the payment of the 
trustees for the U.L.F.T.A.?—A. I know a general release was executed under 
seal by the U.L.F.T.A. 

Q. Take the payment of $25,000 in settlement in respect of the properties 
at Calgary, Lethbridge, and Medicine Hat, who received the money and what, 
if anything, did the custodian do with respect to supervising the distribution of 
the proceeds?—A. A receipt was signed on behalf of the U.L.F.T.A. by Mr. 
John Boychuk, the secretary treasurer. 

Q. Was that under the seal of the U.L.F.T.A.?—A. Our general release 
under seal has already been filed. I have a report from Mr. Campbell which has 
already been filed dated April 12, 1945, addressed to Mr. McLarty, 

Victoria Building, 
7 O'Connor Street, 
Ottawa, Ontario, 
April 12, 1945. 

Illegal Organizations—Re: U.L.F.T.A. Halls at Medicine Hat, Lethbridge 
and Calgary, Alta. 

Dear Mr. McLarty: As I have previously advised you I was not able 
to come to any amicable cash settlement with the Local Branches of the 
Organization for the non-return of the above properties, as recommended 
by the Advisory Committee. The Local units of the U.L.F.T.A. at the 
above places finally asked their Central Organization Executive at Toronto 
to act on their behalf in trying to reach a satisfactory settlement. I had 
several meetings, with members of the Central Executive, and have now 
come to an agreement with them whereby the custodian will pay to the 
Central Executive of the U.L.F.T.A. at Toronto the sum of twenty-five 
thousand dollars ($25,000) in full settlement for all the above properties, 
and all chattels contained in the halls at the time of placing of the "Ban" 
on the U.L.F.T.A. 

The Central Executive is to apportion the amount of the $25,000 
each local unit will receive. 

I think this arrangement will be satisfactory to all concerned, and 
trust it meets with your approval. 

Yours faithfully, 

(Sgd.) GEORGE A. CAMPBELL. 
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Q. Is it then a correct inference, Dr. Coleman, that the $25,000 was paid to 
the central office of the U.L.F.T.A., in Toronto?—A. That is right. 

Q. That organization apparently had some form of dominion incorporation? 
—A. Yes. 

Q. And it was left to that organization to arrange to divide the proceeds 
up among the various local branches of the U.L.F.T.A. in Lethbridge, Calgary, 
and Medicine Hat?—That is right. 

Q. Did the custodian assume any responsibility in over-seeing the 
distribution of the proceeds at all?—A. No sir, not to my knowledge. 

Q. By the way, the release which the custodian received following payment 
of the $25,000 was executed by the corporation of the U.L.F.T.A. over the hand 
of the secretary of the incorporation, is that correct?—A. Here it is, the original 
document; I find it has not been put in. These are the minutes of a meeting of 
the Central Executive Committee of the Ukrainian Labour-Farmer Temple 
Association held at Toronto on April 7, 1945. There were present seven men as 
enumerated here. The following resolutions were passed: 

(1) The following four members will proceed to Ottawa there to 
discuss with the Honourable N. A. McLarty, the Secretary of State, 
matters concerning the former U.L.F.T.A. properties: Peter Prokop, John 
Boychuk, Michael Dushney and Michael Mutzak. 

(2) The above members are authorized to contract the final settle-
ment in respect to these properties. 

(3) Any two of the above members be empowered to sign necessary 
documents. 

Signed on behalf of the Central Executive Committee of the Ukrainian 
Labour-Farmer Temple Association. 

PETER PROKOP, 
Vice President. 

PETER KRAWCHUK, 
Recording Secretary. 

Dated at Toronto, Ont. 
April 7, 1945. 

Attached to it is a memorandum. Paragraph  4 of the general release states: 
"It is a definite condition of this statement that the settlement is to put an end 
to all claims or demands, direct or indirect, by the association or by any of its 
branches or agencies throughout Canada in respect to any and all matters relating 
to the control, management, leasing or disposition by the custodian of any and 
all properties, real or personal, of the association and any and all of its branches 
or agencies throughout Canada." 

And so forth, and there is a schedule dealing with each case. 
Q. May I see the terms of the schedule, Dr. Coleman, in case there are any 

questions that  I  might have on it? 
I do not know whether anyone else has any questions of Dr. Coleman while 

I look this over. 
The CHAIRMAN: Have any members of the committee any questions to ask? 
I think, Mr. Fleming, the morning is yours. 

By Mr. Fleming: 
Q. Mr. Chairman, this memorandum I see covers the various properties as 

to the adjustments and I think probably for the record we better have the release 
printed and the documents that were part of it.—A. There is a memorandum on 
the top, and there is nothing secret about it, but it is not really part of the 
release. It is addressed to me by Mr. McLarty, and I do not think it constitutes 
part of the document. 
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Q. May I ask Dr. Coleman if he has some objection to us discussing this 
memorandum from Mr. MeLarty?—A. I do not think it is really part of the 
document. It is a note from a minister to one of his officers. 

The CHAIRMAN: Has it not been the rule of the House not to file, as public 
documents, communications from a minister, or a deputy minister, to their 
departmental officers. Has not that always been the rule under all governments; 
whatever party was in power? Inter-departmental communications are of a 
private nature and are not to be made public but all documents are to be open 
to the House. They may become matters of record but not public record. 

Mr. FLEMING: I think in this committee, in some cases, there has been no 
objection to it, especially if it is necessary to understand the sequence of events. 

The CHAIRMAN: Well it would then become part of the record and we are 
already printing considerable material which is not absolutely necessary. That 
is just a personal opinion and it does not reflect on any member who wants to 
print it, but I wonder about the advisability. It is your privilege to read and 
consult it. 

Mr. FLEMING: I would like to look it over. 
The CHAIRMAN: Dr. Coleman himself has said that there is no objection 

to that. 
Mr. FLEMING: Well if there is no objection— 
The CHAIRMAN: We are opening a field that might lead very far under any 

government if private communications between ministers and their depart-
ments are open to everybody and are to be printed. I know there is little 
use in bringing in personal references but I have been in the Department of 
Justice for a number of years where we were more or less administering the 
Mounted Police and in such cases memoranda were always considered as 
inter-departmental recoids and I think here we might be opening a very 
dangerous door. 

The WITNESS: I am sure that you will understand, if you read it, that 
it is entirely an innocuous document but I felt it my duty to call to the 
attention of the committee that it was a memorandum, and it is not signed, 
although I have no reason to doubt its authenticity. 

The CHAIRMAN: May we adopt this procedure? We will ask the reporter 
not to include this in the record at the present time and I will read the 
memorandum. Then we may discuss it and decide whether or not it will 
be included. 

(Memorandum read.) 
Mr. FLEMING: Let us not worry about the memorandum then, because 

I am more concerned with what is attached to the release in that file. 
The CHAIRMAN: The release can be printed but not this top letter because 

it is a personal note from a minister to his employee and I think that is opening 
a very vast field. 

Mr. FLEMING: I do not think it is really a very vast field. 
The CHAIRMAN: Well the principle is there anyway and the document will 

be filed. 

By Mr. Fleming: 
Q. Now just to clear up a couple of points. Was there any doubt in the 

mind of the custodian at the time of the payment of the $25,000 on the return 
of those properties as to the right of the payee or the grantee to receive the 
money on the properties?—A. No, I do not think there was. 

Q. Has any question been raised by the U.L.F.T.A. as to the right of the 
persons acting under the seal of the U.L.F.TA. as they did?—A. No, sir, it has 
never been challenged that I know of. 
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Q. Two matters were held over from a previous meeting. One was the 
assessment of the Hamilton property and the other was the assessment of the 
Euclid avenue property in Winnipeg and I wonder if Mr. Wright has those? 
We did not have the assessment on them. 

While Mr. Wright is looking it up I could just go on with a couple of other 
questions. 

Was it any part of the function of the custodian to inquire into the reasons 
• why the ban had been put on these various organizations?—A. No, sir. 

Q. The order was just issued banning these various organizations that 
were suspected of communist sympathies and it was no part of the custodian's 
duty to concern with the reasons?—A. I could not,say they were even suspected 
of communist activities or fascist activities. 

Q. That was no part of the duty or function of the custodian?—A. No. 
Q. The same would apply to the reasons for the lifting of the ban on 

them?—A. Quite. 

The CHAIRMAN: Does that conclude the evidence of Dr. Coleman, 
gentlemen? 

The WITNESS: I may give the answer to Mr. Fleming on the Hamilton 
property. The 1941 assessed value of the land was $1,500 and the building was 
$5,500; total $7,000. 

By  Mr. Fleming; 
Q. It was sold for $5,650?—A. Yes. The Euclid avenue assessment on 

land was $1,500 and on buildings $10,700, a total of $12,200, and it was sold for 
$13,300. There was a mortgage as I pointed out, of $12,000 with the Imperial 
bank. 

Q. There were two properties in Vancouver and Saskatoon which the McPhee 
commission found were sold at figures below their fair value. I do not know 
that we have been given the reasons for that. I notice in Judge McPhee's 
report of February 19, 1944, he says of the Saskatoon property: "This hall was 
sold at a ridiculously low figure as the evidence discloses". The sale price 
on July 16, 1941 was $1,702.76 and it was repurchased on May 12, 1946 for 
$7,000. Now who was responsible for the sale at what Judge McPhee calls a 
ridiculously low figure?—A. The property was advertised. As I understand 
the McPhee report, the agent reported the highest tender received was so much, 
and in the McPhee report, the views of the advisory committee were that the 
agent should have gone further to say, "Although we have advertised and although 
this is the highest tender, we think the highest tender is below the appropriate 
value". They made the same observation with respect to Vancouver. 

Q. Who took the decision to sell that property in July, 1941, for $1,702.76? 
—A. The custodian of that day. 

Q. Did he have any other advice on that?—A. He had the recommenda-
tion of the agent. 

Q. Then in the case of Vancouver, the McPhee report of February 7, 1944, 
includes this sentence: "It is unfortunate that this hall was sold and the chattels 
included in the sale". 

You will recall that the property was sold on May 7, 1941, for $6,000 and 
repurchased for the custodian on March 29, 1945, for $12,000 for reconveyance 
to the U.L.F.T.A.?—A. I gathered the view of the advisory committee headed 
by Judge McPhee was that the same condition prevailed, that it was most 
unfortunate that the agent from Vancouver had not indicated that the highest 
tender was too low. 
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Q. You sold it for $6,000?—A. It might have been inadvisable to sell it 
at that price. The McPhee Committee, you see, went to both Saskatoon and 
Vancouver and had before them or heard representations from all parties, 

including the agent. Q. That had been advertised, too?—A. Every one of them had been 

advertised, sir. Q. Was that decision made by the custodian on the advice of the agent? 
—A. On the advice of his agent. 

Q. What chattels were included in the sale? Were they included in the 41 
sale of $6,000?—A. Yes, they were. The property and chattels were sold for 

$6,000. Q. That would be the furniture in the building?—A. The furniture in the 

building. Q. Was that included in the repurchase price of $12,000?—A. Yes. 
Q. You got the same chattels back?—A. Oh, yes. 
Q. And conveyed those same chattels to the U.L.F.T.A.?—A. Yes. 
The CHAIRMAN: Gentlemen, I think this concludes part 2 of the agenda 

adopted on May 6 by the steering committee, which was a review of the adminis-
tration of the illegal organizations. We have two other items on our agenda. I 
think it might be proper for the steering committee to meet to-morrow or this 
afternoon to establish contact with the proper departmenal officials in charge 
of these items. The main committee would meet again on Friday or Tuesday 
of next week in order to give these officials time to prepare. 

Mr. FLEMING: Could I make a suggestion with regard to the statement of 
Mr. Murchison? We should make up our minds reasonably soon about 
including that in the record. I think if the members of the committee could 
take the occasion to look it over, they may decide it would be well to recall 
Mr. Murchison to explain some of the items in that long statement. 

The CHAIRMAN: The fact that we have another item before us would not 
preclude us from going back to any of the other items to clean them up. 

Mr. FLEMING: It is important to avoid carrying these tag ends over too 

long. 
The CHAIRMAN: Yes, that is so, but it is open to the committee to go back 

• to any item if it is desirable. Within a reasonable time, we should have a 
meeting of the steering committee to get in touch with the departmental 
officials and then we could call a meeting of the main committee. I shall 
declare the meeting adjourned to the call of the Chair. 

I wish to express our thanks to Mr. Coleman And his assistants for the 

valuable help they have given us. 

The committee adjourned at 12.40 p.m. to the call of the Chair. 
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APPENDIX "A" 

OTTAWA, Thursday, June 6, 1940. 

• ORDER IN COUNCIL 
[2363] 

AT THE GOVERNMENT HOUSE AT OTTAWA 

TUESDAY, the 4th day of June, 1940. 

PRESENT: 

HIS EXCELLENCY THE ADMINISTRATOR IN COUNCIL 

Whereas the Minister of Justice reports 
1. That he considers it desirable to amend the Defence of Canada Regula-

tions by adding to regulation 2 thereof a definition of the expression "justice of 
the peace", and amending sub-paragraph (h) of paragraph (1) of that regulation 
so as to permit an inspector of a police force in a city or town with a population 
of not less than ten thousand to exercise the powers of a senior police officer; 

2. That he is advised that there are within Canada numerous organizations 
of a subversive character which are intended, or are likely, to be prejudicial to 
the safety of the State or the efficient prosecution of the War, certain of which 
organizations are hereinafter referred to or mentioned; 

3. That in these circumstances it is desirable that such organizations should 
be prohibited and that a regulation should be made for this purpose and added 
to the Defence of Canada Regulations; 

4. That it is considered desirable to make all commissioned officers of the 
Royal Canadian Mounted Police justices of the peace for the purpose of issuing 
search warrants. 

Now, therefore, His Excellency the Administrator in Council, on the recom-
mendation of the Minister of Justice and under the authority of the War 
Measures Act, chapter 206 of the Revised Statutes of Canada, 1927, is pleased 
to amend the Defence of Canada Regulations made by Order in Council 
P.C. 2483 of the 3rd September, 1939, and they are hereby amended as follows:- 

1. By adding immediately after sub-paragraph (e) of paragraph (1) of 
regulation 2 the following— 

(ee) "justice of the peace" includes a police magistrate, a stipendiary 
magistrate, or any person having the power or 'authority of two or more 
justices of the peace. 

2. By revoking sub-paragraph (h) of paragraph (1) of regulation 2 and 

Oubstituting therefor the following— 
(h) "senior police officer" means any officer of the Royal Canadian 

Mounted Police not below the rank of inspector; any officer of like or 
superior rank of any provincial police force or of any police force of a 
city or town with a population of not less than ten thousand; or any 
person upon whom the powers of a senior police officer are for the 
purposes of these Regulations conferred by the Governor in Council. 
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3. By adding immediately after regulation 39B the following- 

39C. (1) The following associations, societies, groups or organiza-
tions are hereby declared to be, and shall be deemed to be, illegal 
organizations, viz.— 

(a) The Auslands Organization of the National Sozialistische 
Deutsche Arbeiterpartei; 

The Deutsche Arbeitsfront; 
The Canadian Society for German Culture (Deutscher  Bund fur 

Kanada); 
The National Unity Party; 
Canadian Union of Fascists; 
The Communist Party of Canada; 
The Young Communist League of Canada; 
The Canadian Labour Defence League; 
The League for Peace and Democracy; 
The Ukrainian Labour Farmer Temple Association; 
The Finnish Organization of Canada; 
The Russian Workers and Farmers Club; 
The Croatian Cultural Association; 
The Hungarian Workers Club; 
The Polish People's Association; and 
The Canadian Ukrainian Youth Federation; 

(b) any association, society, group or organization which the 
Governor in Council, by notice published in the Canada Gazette, 
declares to be an illegal organization. 

(2) Every person who after the publication of this regulation in the 
Canada Gazette continues to be or becomes an officer or member of an 
illegal organization, or professes to be such, or who advocates or defends 
the acts, principles or policies of such illegal organization shall be guilty 
of an offence against this regulation. 

(3) In any prosecution under this regulation, if it be proved that 
the person charged has 

(a) attended meetings of an illegal organization; or 
(b) spoken publicly in advocacy of an illegal organization; or 
(c) distributed literature of an illegal organization by circula-

tion through the Post Office mails of Canada, or otherwise; 

it shall be presumed, in the absence of proof to the contrary, that 
he is a member of such illegal organization. 

4. By adding to regulation 58 as paragraph (3) the following— 

(3) For the purposes of this regulation every commissioned officer of the 
Royal Canadian Mounted Police shall be a justice of the peace. 

A. D. P. HEENEY, 
Clerk of the Privy Council. 

• 
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OTrAwA, Thursday, June 13, 1940. 

ORDER IN COUNCIL 
[2527] 

AT THE GOVERNMENT HOUSE AT OTTAWA 

WEDNESDAY, the 12th day of June, 1940. 

• PRESENT: 

HIS EXCELLENCY THE ADMINISTRATOR IN COUNCIL 

Whereas by regulation 39C of the Defence of Canada Regulations certain 
organizations were declared to be illegal, including any association society, 
group or organization which the Governor in Council, by notice published in the 

• Canada Gazette; declares to be an illegal organization; 

And whereas the Minister of Justice reports that there are certain Italian 
organizations of a subversive character which it is considered should be declared 
illegal organizations; 

Now therefore His Excellency the Administrator in Council, on the recom-
mendation of the Minister of Justice and pursuant to the provisions of sub-
paragraph (b) of paragraph (1) of regulation 39C of the Defence of Canada 
Regulations is hereby pleased to declare the following associations, societies, 
groups or organizations to be illegal organizations, namely:— 

Italian Fascio Abroad (Fasci Italiani All'Estero) ; 
0.V.R.A. Opere Volontarie Repressione Anti-Fascisto. (National 

Organization for the Repression of Anti-Fascism); 
Dopolavoro. (After Work Organization); 
Associazione Combattenti Italiani. (Italian War Veterans' Associa-

tion); 
0.G.I.E. Organizzazioni Giovanili Degli Italiani All'Estero. (Italian 

Youth Organization Abroad) ; and 
The Italian United Moral Front. (A combination of Italian and Italo-

Canadian Societies in Montreal under the control of the Canadian 
Fascio.) 

His Excellency the Administrator in Council is further pleased to direct 
that a notice to the above effect be published in the Canada Gazette. 

A. D. P. HEENEY, 
Clerk of the Privy Council. 

AT THE GOVERNMENT HOUSE AT OTTAWA 

TimasDAY, the 20th day of June, 1940. 

PRESENT: 

HIS EXCELLENCY THE ADMINISTRATOR IN COUNCIL 

Whereas by regulation 39G of the Defence of Canada Regulations certain 
organizations were declared to be illegal, including any association, society, 
group or organization which the Governor in Council, by notice published in 
the Canada Gazette, declares to be an illegal organization; 

[2682] 
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And Whereas the Minister of Justice reports that there are certain organi-
zations of a subversive character which it is considered should be declared 
illegal organizations. 

Now, therefore, the Deputy of His Excellency the Governor General in 
Council, on the recommendation of the Minister of Justice and pursuant to the 
provisions of sub-paragraph (b) of paragraph (1) of regulation 390 of the 
Defence of Canada Regulations is hereby pleased to declare the following 

111 	associations, societies, groups or organizations to be illegal organizations, 
namely: 

The Workers and Farmers Publishing Association; 
The Road Publishing Company; 
The Croatian Publishing Company; 
The Polish People's Press; 
The Serbian Publishing Association; and 

• The Finnish Society of Toronto. 
The Deputy of His Excellency the Governor General in Council is further 

pleased to direct that a notice to the above effect be published in the Canada 
Gazette. 

A. D. P. HEENEY, 
Clerk of the Privy Council. 

P.C. 289 
AT THE GOVERNMENT HOUSE AT OTTAWA 

MONDAY, the 13th day of January, 1941. 

PRESENT: 
HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL 

Whereas by regulation 39C of the Defence of Canada Regulations (Con- 
solidation), 1940, certain organizations were declared to be illegal, including any 
association, society, group or organization which the Governor in Council, by 
notice published in the Canada Gazette, declares to be an illegal organization; 

And whereas the organization known as "Jehovah's Witnesses" was, by 
Order in Council P.C. 2943 of the 4th July, 1940, declared to be an illegal 
organization; 

And whereas the Minister of Justice reports that this organization is a 
part only of a general organization comprising the "Watch Tower Bible and 
Tract Society" and the "International Bible Students Association"; and 

That it is considered advisable that the "Watch Tower Bible and Tract 
Society" and the "International Bible Students Association" each be declared 
an illegal organization. 

Therefore His Excellency the Governor General in Council, on the recom-
mendation of the Minister of Justice and pursuant to the provisions of sub-
paragraph (b) of paragraph (1) of regulation 390 of the Defence of Canada 
Regulations (Consolidation), 1940, is hereby pleased to declare each of the 
following associations, societies, groups or organizations to be illegal organiza-
tions, namely: 

"Watch Tower Bible and Tract Society; and 
International Bible Students Association." 
His Excellency in Council is hereby further pleased to direct that a notice 

to the above effect be published in the Canada Gazette. 

Sgd. A. D. P: HEENEY, 
Clerk of the Privy Council. 

• 
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And whereas the Minister of Justice reports that there is an organization 
known as "Technocracy Inc." which is considered to be of a subversive char-
acter and which should be declared an illegal organization. 

Now, therefore, His Excellency the Administrator in Council, on the recom-
mendation of the Minister of Justice and pursuant to the provisions of sub-
paragraph (b) of paragraph (1) of regulation 39C of the Defence of Canada 
Regulations, is hereby pleased to declare Technocracy Inc. to be an illegal 
organization. 

His Excellency the Administrator in Council is further pleased to direct 
that a notice to the above effect be published in the Canada Gazette. 

A. D. P. HEENEY, 
Clerk of the Privy Council. 

AT THE GOVERNMENT HOUSE AT OTTAWA 

THURSDAY, the 4th day of July, 1940. 

PRESENT: 

HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL 

Whereas by regulation 390 of the Defence of Canada Regulations certain 
organizations were declared to be illegal, including any association, society, 
group or organization which the Governor in Council, by notice published in 
the Canada Gazette, declares to be an illegal organization; 

And Whereas the Minister of Justice reports that there is an organization 
known as "Jehovah's Witnesses" which is considered to be of a subversive 
character and which should be declared an illegal organization. 

Now, therefore, His Excellency the Governor General in Council, on the 
recommendation of the Minister of Justice and pursuant to the provisions of 
sub-paragraph (b) of paragraph (1) of regulation 390 of the Defence of 
Canada Regulations is hereby pleased to declare "Jehovah's Witnesses" to be 
an illegal organization. 

His Excellency, in Council is further pleased to direct that a notice to the 
above effect be published in the  Canada Gazette. 

A. D. P. HEENEY, 
Clerk of the Privy Council. 

[4255] 
AT THE GOVERNMENT HOUSE AT OTTAWA 

TUESDAY, the 27th day of August, 1940. 

PRESENT: 

THE DEPUTY OF HIS EXCELLENCY THE GOVERNOR GENERAL 
IN COUNCIL 

Whereas by regulation 39C of the Defence of Canada Regulations certain 
organizations were declared to be illegal, including any association, society, 
group or organization which the Governor in Council, by notice published in 
the Canada Gazette,  declares to be an illegal organization; 

[2943] 
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That it is considered advisable that the said "The Finnish Society" be 
declared an illegal organization. 

Therefore His Excellency the Governor General in Council, on the recom-
mendation of the Minister of Justice and pursuant to the provisions of sub-
paragraph (b) of paragraph (1) of regulation 390 of the Defence of Canada 
Regulations (Consolidation), 1940, is hereby pleased to declare "The Finnish 
Society" to be an illegal organization. 

His Excellency in Council is hereby further pleased to direct that a notice 
to the above effect be published, in the Canada Gazette. 

Sgd. A. D. P. HEENEY, 
Clerk of the Privy Council. 
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P.C. 582 

AT THE GOVERNMENT HOUSE AT OTTAWA 

WEDNESDAY, the 29th day of January, 1941. 

PRESENT: 

HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL 

Whereas by regulation 39C of the Defence of Canada Regulations (Con-
solidation), 1940, certain organizations were declared to be illegal, including any 
association, society, group or organization which the Governor in Council, by 
notice published in the Canada Gazette, declares to be an illegal organization; 

And whereas the organizations known as "Jehovah's Witnesses" and "Watch 
Tower Bible and Tract Society" and the "International Bible Students Associa-
tion" have, by Orders in Council P.C. 2943 of the 4th July, 1940, and P.C. 289 
of the 13th January, 1941, respectively, been declared illegal organizations; 

And whereas the Minister of Justice reports that it is now ascertained that 
in addition to the above organizations the "Watch Tower Bible and Tract 
Society Incorporated" forms part of the same general organization; and 

That is is considered advisable that the "Watch Tower Bible and Tract 
Society Incorporated" be declared an illegal organization. 

Therefore His Excellency the Governor General in Council, on the recom-
mendation of the Minister of Justice and pursuant to the provisions of Sub-
paragraph (b) of paragraph (1) of regulation 39C of the Defence of Canada 
Regulations (Consolidation), 1940, is hereby pleased to declare the "Watch 
Tower Bible and Tract Society Incorporated" to be an illegal organization. 

His Excellency in Council is hereby further pleased to direct that a notice 
to the above effect be published in the Canada Gazette. 

Sgd. A. D. P. HEENEY, 
Clerk of the Privy Council. 

P.C. 1223 

AT THE GOVERNMENT HOUSE AT OTTAWA 

WEDNESDAY, the 29th day of January, 1941. 

PRESENT: 

HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL 

Whereas by regulation 390 of the Defence of Canada Regulations (Con-
solidation), 1940, certain organizations were declared to be illegal, including any 
association, society, group or organization which the Governor in Council, by 
notice published in the Canada Gazette, declares to be an illegal organization; 

And whereas the organization known as "The Finnish Organization of 
Canada" was declared to be an illegal organization by regulation 390 of the 
Defence of Canada Regulations; 

And whereas the Minister of Justice reports that it is now ascertained that 
"The Finnish Society", an organization incorporated under the laws of British 
Columbia, is of the same character as and for practical purposes formed part of 
The Finnish Organization qf Canada; and 

Order in Council amending the Defence of Canada Regulations 
(Consolidation) 194 

P. C. 8022 

AT THE GOVERNMENT HOUSE AT OTTAWA 

THURSDAY, the 14th day of October, 1943 

PRESENT: 

HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL 

His Excellency the Governor General in Council, on the recommendation of 
the Minister of Justice, and under the authority of the War Measures Act, 
Chapter 206 of the Revised Statutes of Canada 1927, is pleased to amend 
sub-paragraph (a) of Paragraph (1) of Regulation 390 of the Defence of 
Canada Regulations (Consolidation) 1942, and it is hereby amended by deleting 
therefrom, the names of the following organizations,— 

The Ukrainian Labour Farmer Temple Association, 
The Finnish Organization of Canada, 
The Finnish Society of Toronto, 
The Finnish Society, 

4 	 Technocracy Inc., 
Jehovah's Witnesses. 

His Excellency in Council, on the same recommendation and under the 
authority above cited, is further pleased to order and doth hereby order that all 
property, rights and interests in Canada, or the proceeds thereof, vested in and 
subject to the control and management of the Custodian pursuant to the 
provisions of paragraph (4) of Regulation 390 of the Defence of Canada 
Regulations (Consolidation) 1942, be released to the organization or person from 

110 	
whom it was received where the name of the organization has been deleted from 
the sub-paragraph (a) of paragraph (1) of the said Regulation 39C. 

Certified to be a true copy. 
A. D. P. HEENEY, 

Clerk of the Privy Council. 
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Order in Council authorizing appointment of a committee to advise 
the Custodian in connection with the return of properties to 
organizations mentioned in P.C. 8022, 14th October, 1943. 

• P.C. 8116 

AT THE GOVERNMENT HOUSE AT OTTAWA 

TUESDAY, the 19th day of October, 1943 

PRESENT: 

HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL 

Whereas by Order in Council, dated the 14th day of October, 1943, 
(P.C. 8022) it was provided that all property, rights and interests in Canada, or 
the proceeds thereof, of six organizations mentioned in the said Order in Council 
which had been vested in and subject to the control and management of the 

.Custodian pursuant to the provisions of paragraph (4) of Regulation 39C of the 
Defence of Canada Regulations (Consolidation) 1942, be released to the 
organization or person from whom it was received where the name of the 
organization has been deleted from sub-paragraph (a) of paragraph (1) of the 
said Regulation 390; 

And whereas the Secretary of State reports that it is desirable in the public 
interest that the Custodian, in performing the duty imposed on him by the said 
Order in Council (P.C. 8022) should be advised by an Advisory Committee, to 
consist of not more than three persons, to consider and make recommendations 
to him with respect to the manner and means which should be used in releasing 
the properties referred to in the said Order in Council and to consider and advise 
him in respect to any objections or complaints in respect to dealing with claims 
filed and any conflicting claims as to the ownership of said properties or the 
proceeds of any properties which may have been liquidated. 

Therefore, His Excellency the Governor General in Council, on the 
recommendation of the Secretary of State, concurred in by the Minister of 
Justice, and under the authority of the War Measures Act, Chapter 206 of the 

• Revised Statutes of Canada 1927, is pleased to order and doth hereby order as 
follows: 

1. The Custodian is hereby authorized to appoint an Advisory Committee, 
to consist of not more than three persons, to make recommendations to him with 
respect to the matters aforesaid and any other matters relating to the release or 
return of the said properties or the proceeds thereof which may be referred to 
the Advisory Committee by the Custodian. 

2. The Chairman of the Committee shall be a person who holds or has held 
judicial office. 

3. The Chairman or any member of the Advisory Committee may administer 
oaths and the Committee may receive and accept such evidence and information 
on oath, affidavit or otherwise as in its discretion it may deem fit and proper. 

4. The Committee shall have all the powers and authority of a Commissioner 
appointed under Part I of the Inquiries Act, Chapter 99 of the Revised Statutes 
of Canada 1927. 

Certified to be a true copy. 

A. D. P. HEENEY, 
Clerk of the Privy Council. 
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P.C. 4476 

AT THE GOVERNMENT HOUSE AT OTTAWA 

PRESENT: 

TUESDAY, the 13th day of June, 1944. 

HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL 

His Excellency the Governor General in Council, on the recommendation 
of the Minister of Justice, and under the authority of the War Measures Act, 
Chapter 206 of the Revised Statutes of Canada, 1927, is pleased to amend 
sub-paragraph (a) of paragraph (1) of Regulation 390 of the Defence of Canada 
Regulations (Consolidation) 1942 and it is hereby amended by deleting 
therefrom the name "International Bible Students Association." 

His Excellency the Governor General in Council, on the same 
recommendation and under the authority above cited, is further pleased to order 
and it is hereby ordered that all property, rights and interests in Canada, or the 
proceeds thereof, vested in, and subject to, the control and management of the 
Custodian pursuant to the provisions of paragraph (4) of Regulation 39C of the 
Defence of Canada Regulations (Consolidation) 1942, received from the 
International Bible Students Association be released to that organization. 

A. D. P. HEENEY, 
Clerk of the Privy Council. 

Order in Council vesting in His Majesty title to certain properties in 
Vancouver, Edmonton, Saskatoon, Hamilton and Toronto. 

P.C. 558 

AT THE GOVERNMENT HOUSE AT OTTAWA 

THURSDAY, the 25th day of January, 1945. 

PRESENT: 

HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL 

Whereas it is deemed advisable, by reason of the state of war now existing, 
for the security, defence, peace, order and welfare of Canada, that the pro-
perties described in Schedule "A" hereto be appropriated by His Majesty; 

Therefore, His Excellency the Governor General in Council, on the 
recommendation of the Secretary of State and under the powers conferred by 
the War Measures Act, is pleased to order and cloth hereby order as follows:- 

1. The properties described in Schedule "A" hereto are hereby appropriated 
by His Majesty and all right, title and interest therein is hereby vested in 
His Majesty. 

2. Possession of the said properties shall be delivered, not later than 
April 30, 1945, to the Secretary of State of Canada, who shall administer the 
said properties on behalf of His Majesty. 

3. Compensation for the properties so appropriated shall, if no agreement 
is reached in respect thereof, be determined by means of a reference by the 
Minister of Justice to the Exchequer Court or to a superior or county court of 
the province within which the claim arises. 

Certified to be a true copy. 
A. D. P. HEENEY, 

Clerk of the Privy Council. 



326 
	

STANDING COMMITTEE 

P.C. 558 

"SCHEDULE 'A'" 
Parcel 1 

That parcel or tract of land and premises situate in the City of Vancouver, 
and Province of British Columbia, and more particularly known and described 
as: Lots thirty-eight (38), thirty-nine (39) and forty (40), Block sixty-six (66). 
District Lot one Hundred and eighty-one (181). Group one (1), New West-
minster District, Plan 196, March 15, 1928, Certificate of Title 43663 K. 

Parcel 2 
That parcel or tract of land and premises known as Lot seven (7) block 

nineteen (19); in River lots twelve (12) and fourteen (14) subdivision of the 
City of Edmonton, in the Province of Alberta, Dominion of Canada, of record 
in the Land Titles Office for this land Registration District as Plan "D". 

Lot eight (8) block nineteen (19); in River lots twelve (12) and fourteen 
(14) subdivision of the City of Edmonton in the Province of Alberta, in the 
Dominion of Canada of record in the Land Titles Office for this land Regis-
tration District as Plan "D". 

Parcel 3 
That parcel or tract of land and premises known as lots 35 and 36 in 

Block 22, in the City of Saskatoon, in the Province of Saskatchewan, in the 
Dominion of Canada, according to a Plan of Record in the Land Titles Office 
for the Saskatoon Land Registration District as No. (C.E.) E .5618, Certificate 
Title No. 194 L.85, date 6th May, 1925. 

Parcel 4 • 

ALL AND SINGULAR those certain parcels of land and premises situate, 
lying and being in the City of Hamilton, in the County of Wentworth and 
being composed of Lots Numbers Three Hundred and Seventeen and Three 
Hundred and Eighteen, EXCEPTING the rear fifteen feet (15') from each lot 
according to a Plan of a subdivision in the City of Hamilton known as Central 
Survey and duly registered. 

And also ALL AND SINGULAR that certain parcel or tract of land and 
premises situate, lying and being in the City of Hamilton, County of Went-
worth, Province of Ontario and being composed of the easterly one foot (1') 
throughout from front to rear of Lot Number Three Hundred and Sixteen (316) 
on the south side of Barton Street, according to the survey known as Central 
Survey registered Plan Number 477, excepting thereout the rear fifteen 
feet (15'). 

TOGETHER WITH a right of way over the southerly fifteen feet (15') 
of Lots Numbers Three Hundred and Fifteen (315) to Three Hundred and 
Thirty-four (334) inclusive for use as an alleyway. 
Parcel 5 

That parcel or tract of land and premises known as part Lots Nos. 9 and 
10, Plan D-202, as described in registered instrument No. 40199 W.B., in the 
Province of Ontario, in the Dominion of Canada, more particularly described 
as follows:— 

ALL AND SINGULAR that certain parcel or tract of land and premises 
situate lying and being in the •City of Toronto, in the County of York and 
being composed of Lot Number Nine (9) and the Southerly one foot and nine 
inches (1 ft. 9 inches) of Lot Number Ten (10) on the wt side of Bathurst 
Street, in the said City of Toronto, according to registered Plan D-202, the 
said parcel having a frontage of twenty-six feet and nine inches (26 ft. 9 in.) 
on Bathurst Street and a depth of One Hundred and Twenty-eight feet (128 ft.) 
more or less to a land. 
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Secondly: All and singular that certain parcel or tract of land and premises 
situate lying and being composed of the northerly twenty-three feet three 
inches (23 ft. 3 in.) of Lot Number Ten (10) on the west side of Bathurst 
Street according to a Plan registered in the Registry Office of the said City of 
Toronto numbered D-202 by a depth of one hundred and twenty-eight feet 
(128 ft.) more or less to a lane. 

Order in Council amending the Defence of Canada Regulations. 
(Consolidation) 1942 

P.C. 3635 

AT THE GOVERNMENT HOUSE AT OTTAWA 

TUESDAY, the 22nd day of May, 1945. 

PRESENT: 

HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL 

His Excellency the Governor General in Council, on the recommendation 
of the Minister of Justice, and under the authority of the War Measures Act, 
Chapter 206 of the Revised Statutes of Canada 1927, is pleased to amend 
sub-paragraph (a) of paragraph (1) of regulation 39C of the Defence of 
Canada Regulations (Consolidation) 1942, and it is hereby amended by 
deleting therefrom the names of the following organizations,— 

Watch Tower Bible and Tract Society, 
Watch Tower Bible and Tract Society Incorporated. 

Certified to be a true copy. 

A. D. P. HEENEY, 
Clerk of the Privy Council. 

Order in Council revoking certain of the Defence of Canada Regulations. 

P.C. 5637 

AT THE GOVERNMENT HOUSE AT OTTAWA 

THURSDAY, the 16th day of August, 1945. 

PRESENT: 

HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL 

Whereas the Minister of Justice reports that, with the termination of 
hostilities, it appears to be desirable without delay to revoke certain of the 
Defence of Canada Regulations which impose restrictions on liberties normally 
enjoyed by individuals in peace time; 

Now, therefore, His Excellency the Governor General in Council, on the 
recommendation of the Minister of Justice and under the authority of the 
War Measures Act, is pleased to revoke and doth hereby revoke the following 
Defence of Canada Regulations (Consolidation), 1942, namely: 

Regulations thirteen, fourteen, fifteen, sixteen, seventeen, twenty-one, 
twenty-two, thirty-nine, thirty-nine A, thirty-nine B, thirty-nine C, 
sixty-three A. 
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His Excellency in Council, on the same recommendation and under the 
authority of the War Measures Act, is further pleased to amend Order in 
Council P.C. 946 of the 5th day of February, 1943, and it is hereby amended 
by adding immediately after Regulation three thereof the following:— 

"3A. (1) All persons of the Japanese race who were detained 
pursuant to the provisions of Regulation 21 of the Defence of Canada 
Regulations (Consolidation) 1942, prior to the fifteenth day of August, 
nineteen hundred and forty-five, and were so detained on the said 
fifteenth day of August, shall continue to be detained, and such persons 
while so detained shall be deemed to be in legal custody. 

(2) The Minister of Justice may by order direct the release of any 
such person upon such conditions, if any, as he may consider advisable 
and necessary." 

A. D. P. HEENEY, 
Clerk of the Privy Council. 

THE SECRETARY OF STATE OF CANADA 

Under the authority of Order of the Governor General in Council, approved 
19th October, 1943 (P.C. 8116), a copy of which is attached, I, the Custodian, 
hereby appoint His Honour Judge George W. McPhee, of Moose Jaw, Saskatche-
wan, George A. Campbell, Esq., of Edmonton, Alberta, and W. Gordon Thomson, 
Esq., of Windsor, Ontario, an Advisory Committee, with His Honour Judge 
McPhee as Chairman. 

I hereby require the said Advisory Committee: 
(1) To consider and make recommendations to the Custodian in 

respect to the manner and means which should be used by the Custodian 
in releasing the properties of the six organizations mentioned in Order 
of His Excellency in Council of the 14th October, 1943 (P.C. 8022), a 
copy of which is attached, or the proceeds thereof, and matters ancillary 
thereto. 

In accordance with the terms of the Order of His Excellency in Council, 
approved 19th October, 1943 (P.C. 8116), the Chairman or any member of 
the Advisory Committee may administer oaths and the Committee may 
receive and accept such evidence and information on oath, affidavit or otherwise 
as in its discretion it may deem fit and proper, and, further, the Committee 
shall have all the powers and authority of a Commissioner appointed under 
Part I of the Inquiries Act, Chapter 99 of the Revised Statutes of Canada, 1927. 

Dated this twentieth day of October, 1943. 

(Signed) N. A. McLARTY, 
Secretary of State and Custodian. 
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MINUTES OF PROCEEDINGS 

TUESDAY, June 24, 1947. 

The Standing Committee on Public Accounts met at 11 o'clock a.m., the 
Chairman, Mr. L.  P. Picard, presiding. 

Members present: Messrs. Boucher, Burton, Cleaver, Cockeram, Denis, 
Gladstone, Golding, Picard, Probe, Stewart (Winnipeg North), Stuart 
(Charlotte), Thatcher, Warren, Winkler. 

In attendance: Dr. E. H. Coleman, C.M.G. K.C., Deputy Custodian of 
Enemy Property, Mr. A. H. Mathieu, Assistant Deputy Custodian, and Mr. K. 
W. Wright, Counsel; Mr. Gordon Murchison, Director, The Veterans' Land Act. 

The Chairman tabled a report by P. S. Ross and Sons on the Vancouver 
Office of the Custodian, covering the period from the opening of the office to 
December 31, 1946. 

Mr. Murchison was recalled. 

After discussion, it was agreed that questioning of Mr. Murchison respecting 
the resale to veterans of lands formerly owned by persons of the Japanese race 
be postponed until the next meeting. 

Mr. Murchison was retired. 

The Committee resumed its investigation into the administration of the 
property of illegal organizations. 

Mr. Wright was recalled and questioned. 

The Committee proceeded to an investigation of the Ottawa office of the 
Custodian. 

Mr. Mathieu was called, heard and questioned. 

Dr. Coleman was recalled and questioned. 

At 12.45 p.m. the Committee adjourned to meet at the call of the chair. 

A. L. BURGESS, 
Clerk of the Committee. 

91685-1/ 



MINUTES OF EVIDENCE 

HOUSE OF COMMONS, 

June 24, 1947. 

The Standing Committee on Public Accounts met this day at 11.00 a.m. 
The Chairman, Mr. .L. Philippe Picard, presided. 

The CHAIRMAN: Gentlemen, I have here a copy of a report sent by Mr. 
Coleman. It is sent in answer to a question which was asked on May 13 by 
Mr. Stewart and, I think, by others at various times. It is the audit of the cus-
todian's office at Vancouver. Dr. Coleman told us we would receive it as soon as 
possible and we have received it to-day. Since I assume the members of the 
committee are not ready to discuss it, if they feel so disposed, I will file it. 

I should like to mention a discussion I had after the last meeting with 
some members of the press who reproached me for not communicating some of 
the figures which were deposited with the committee at the last minute. These 
figures were contained in Mr. Murchison's report. Since this report had not 
been discussed by the members of the committee, I took it upon myself to ask 
the secretary not to reveal those figures to the press until the members of the 
committee had an opportunity of discussing them. I intend to do the same 
thing with this report. I do not know what is in it, but I will file it and it will 
be at the disposal of the members of the committee. When the members of the 
committee have had an opportunity to discuss it at the next meeting, it will then 
be public property. 

This morning I received a call from the Hon. Ian Mackenzie, who expressed 
surprise that our report on the first Part of this committee's work had already 
been tabled. He thought the whole of the committee's work would be the sub-
ject of a report at the end of our deliberations. He said, since the report is in, 
it might be awkward for him to ask to appear before the committee, but he 
desired me to tell the committee that if it was the committee's wish that he 
appear, he is ready to appear. Since he believed the report would be made 
upon the completion of our deliberations he had not, as yet, signified his intention 
of appearing before us. He said, however, I might tell the committee that if 
any of the members think he should appear or could be of any help to the 
conimittee, he would be willing to appear although the Japanese question upon 
which he would appear has already been the subject of a report. If anyone, at 
any time, wants to call the minister he is at the disposal of the committee. 

Towards the end of the last meeting Mr. Fleming expressed a desire that 
we should go as quickly as possible to the consideration of Mr. Murchison's 
report. We had called a meeting for Friday, but some of the members could not 
attend. I had to go down to Quebec on some important business and some 
other members expressed a desire that the meeting be postponed so it was post-
poned until this morning. I have received a letter from Mr. Fleming stating 
he will not be here this morning. I think, since we have Mr. Murchison here, 
we should proceed with him. If he does not take up all this morning we will 
adjourn his evidence and, at the next meeting, when Mr. Fleming is present, if 
he wants to question Mr. Murchison he will be at the disposal of the committee. 

There was also a suggestion towards the end of the last meeting that the 
steering committee would meet to discuss the order of business before the com-
mittee. At the time, I was not aware that the steering committee had already 
drafted an agenda for this committee. At the last meeting the committee was 
adjourned to the call of the chair. I called the committee for Friday because I 
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realized that on May 8, the steering committee had.drafted the order in which 
the various matters would be taken up in our investigation of the custodian's 
affairs. We have completed the first two parts of that examination, the examina-
tion of the Vancouver office and a review of the administration of the property 
of illegal organizations. According to the decision of the steering committee 
on May 8, we were to proceed with an investigation of th p Ottawa office and 
then an examination of the custodian's accounts. 

When I learned this, I realized we did not need a meeting of the steering 
committee and I felt we should go ahead with our investigation of the Ottawa 
office of the custodian. This morning, therefore, if we finish with Mr. Murchison 
temporarily, until Mr. Fleming returns, we will carry on with the investigation 
of the Ottawa office. 

Mr. BOUCHER: Would it not be wise to wait until Mr. Fleming returns 
before taking Mr. Murchison's evidence and continuing with the Ottawa office 
investigation this morning? Mr. Fleming has been very active in this investiga-
tion. I take it from your statement that the steering committee meeting was 
not called so Mr. Fleming may not have had advance knowledge of Mr. 
Murchison's appearance this morning. 

The CHAIRMAN: He knows about it and he told me he could not be here. 
Mr. Fleming asked if we could summon the steering committee in order that 
he may bring some matters to the attention of the committee which he believes 
should be investigated. He asked, if possible, that that meeting take place any 
time after Wednesday. If this meeting were held before then, he thought Mr. 
Smith or someone could attend in his place. I thought it would be courtesy to 
wait until Mr. Fleming returned. 

Mr. BURTON: When Mr. Fleming requested Wednesday afternoon, that 
would mean to-morrow? 

The CHAIRMAN: Yes. 

Mr. BURTON: I suggest we have a steering committee meeting to-morrow 
at your convenience. 

The CHAIRMAN: Yes, I have already asked the clerk to fix an hour 
to-morrow when we can meet, any hour which would be most convenient to the 
members of the steering committee. We would have that meeting to-morrow 
afternoon at which we could discuss any other matters. 

Mr. BOUCHER: I have not been talking with Mr. Fleming, but it just occur-
red to me the procedure I suggested might be better. 

The CHAIRMAN: He wrote to me and said he thought there would be a 
steering committee meeting before we had any further meetings, but there was 
no need for that meeting of the steering committee. As I said a moment ago, the 
order of business had already been set out. There is nothing to prevent us from 
going ahead, since we cannot finish any of this business in one day. If we do not 
sit once or twice a week at least, we will never finish. Last week we were unable 
to have our second meeting. With all due deference to Mr: Fleming, there are 
other members of the committee who are here, so we can go ahead this morning. 
At the next meeting Mr. Fleming can carry on with what we have started this 
morning and we can recall Mr. Murchison. I do not imagine the matters which 
Mr. Murchison is bringing to the attention of the committee will stir up any dis- 
cussion. We can have Mr. Murchison recalled at any time and go ahead with 
what Mr. Fleming had in mind. 

Therefore, if the committee is agreeable we will call Mr. Murchison as our 
next witness. He is ready to answer questions concerning his report. 
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Mr. Gordon Murchison, Director, Soldier Settlement Veterans' Land 
Act, recalled: 

Mr. BURTON: Would Mr. Murchison have a statement he would care to 
make? 

The WITNESS: I have no statement to make in addition to the brief note  I 
sent over to the chairman accompanied by the details of the disposition we have 
made of the Japanese lands we took over from the custodian. Mr. Fleming 
has that schedule for study and probably that is one reason why it has not been 
incorporated in your printed proceedings. I have brought with me another copy 
of that return. It is very lengthy. It runs to 48 pages of detailed material and 
it follows the order of the return filed by the representative of the custodian as 
to his identification of the various properties. We followed the same sequence 
and recorded the disposition which had been made of the properties which have 
been sold. We found it necessary to attach an appendix to it to explain some 
minor discrepancies which exist. There are about a dozen pieces where there 
are minor differences between the price recorded by the custodian and the sale 
price recorded by ourselves. 

An instance of that is something like this: custodian file 123, the custodian 
listed the sale price there as $2,054. Now, this particular transaction involved 
two separate pieces of property. The custodian was able to deliver title to only 
one. Therefore, our purchase price of $1,600 reflects the purchase price of the 
land we got. It does not include the other lot to which he was unable to 
deliver title. 

With those few explanatory notes you will find you can study the schedule 
or factual report as to what happened to the Japanese property when it was 
taken over. I do not think there is anything further  I  can add to that, Mr. 
Chairman, unless there are some questions which the committee wishes to ask me 
this morning. I will leave this additional copy with the clerk. 

By Mr. Burton: 
Q. That is a similar copy to the one you have already filed, it is not sup-

plementary to it?—A. It is a duplicate of it. 
The CHAIRMAN: Are there any other questions? 
Mr. STEWART: I have no questions to ask Mr. Murchison.  I think he has 

told us everything he knows. The fact remains that Mr. Murchison had a duty 
to buy that land at the best possible price for his department and I assume that 
was done. Unfortunately, it was done at the expense of Canadians of Japanese 
descent, but that is not his responsibility. That responsibility belongs to a dif-
ferent department of government altogether. So far as we are concerned, there 
are no more questions to ask of Mr. Murchison. 

The CHAIRMAN: Since I assume Mr. Fleming desires to ask Mr. Murchison 
some questions, we will excuse him for to-day and ask him to return when Mr. 
Fleming is here. 

Mr. STEWART: Mr. Chairman, might I ask what we are proceeding with 
to-day? 

. The CHAIRMAN: Dr. Coleman, Mr. Mathieu and Mr. Wright, the counsel for 
the department, are going to speak on the third item of our agenda as established 
by the steering committee in May: investigation of the Ottawa office of the 
custodian. I  understand they have a brief statement ready and then they will 
be at our disposal for questioning. 

Mr. BURTON: Is Dr. Coleman coming here to-day? 
• The CHAIRMAN: Yes. We did not know how long we would take with Mr. 

Murchison so Dr. Coleman was not called immediately, but he is waiting in the 
minister's office in this building now and he will be here in a few minutes. 
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Mr. STEWART: Did Mr. Wright file a return to a question I asked which had 
to do with a report on the libraries which had been seized? 

The, CHAIRMAN: It was filed at the last meeting. All the statements that 
have been asked for by members of the committee have been produced. 

Mr. STEWART: I should like to ask Mr. Wright one or two questions in this 
regard. 

The CHAIRMAN: I understand that some members would like to ask some 
questions of Mr. Wright concerning the report on the libraries of illegal 
organizations. 

Mr. STEWART: Perhaps I can ask some questions of Mr. Wright on this 
matter. I realize that some of these matters are outside his jurisdiction, but I 
would like to get the facts clear. I am rather perturbed about the destruction 
of books. I do not care what sort of books they are. As I said before, the 
burning of books was carried on wholesale in Germany, and I see no reason 
why we should follow such an example. According to the evidence which has 
been given us there was a large volume of books in Winnipeg belonging to one 
John Navis. These books came into the possession of the custodian. There-
after, if my memory serves me well, the Royal Canadian Mounted Police stepped 
into the picture. They took those books; they examined them; and they con-
sidered them—all of them—at least all that I can find trace of—to be subversive. 
Accordingly, those books were bundled up—they weighed altogether around 
3,500 pounds—and all the books were sent to a paper company to be destroyed. 
The custodian got, I think, $7.08 for these hundreds if not thousands of volumes. 
Afterwards, when the matter was investigated more carefully $1,000 was paid, 
I think, on account of the destruction of those books; is that right, Mr. Wright? 

Mr. K. W. WRIGHT (Counsel, Department of the Secretary of State) : $1,000 
was the award, yes. 

Mr. STEWART: $1,000 was the award. And now, I am going to ask you a 
question. You have given me a return in connection with the books of any 
organization of a Nazi or Fascist nature—it is a full return—and there is only 
one item which I should like to comment upon, and that is the organization which 
is known as the Deutscher Bund for Canada, one of the leading Nazi organiza-
tions in this country. A number of books were in the possession of this organiza-
tion when it was declared illegal, and the remarks in your return are as follows:— 

In connection with sixteen of the books seized—see attached letter 
from the R.C.M. Police under date of June 6, 1947, which is self-
explanatory. The balance of the books are in storage in care of the 
custodian's agent viz: The Western Trust Company, Winnipeg, Manitoba. 
As soon as the proper officers of this organization can be located the books 
will be handed over to them. 

Now, I think it is reasonable to ,assume in logic that if all the books in the 
possession of the U.L.F.T.A. were subversive, the books in the possession of the 
Nazi organization would be subversive. It is logical that they are; it is the logic 
of events. I should like to know what books it is the intention of the custodian 
to hand over to those people who were the heads and directors of the Deutscher 
Bund for Canada? Would it be possible to give us a list of the books which you 
are going to return to the Nazi organization? 

Mr. WRIGHT: It would not be possible to give you this list this morning. 
Mr. STEWART: No, but in the course of time. ' 
Mr. WRIGHT: The Western Trust Company have a number of books in their 

possession, and it will be easy to obtain a list from them and to furnish you 
with that list. 
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Mr. STEWART: I should be very glad if you would furnish me with that list 
because I am anxious to know what the Mounted Police conception of 
"subversive" is. 

Mr. WRIGHT: You will recall that there is a letter from the R.C.M.P. under 
date of June 6, 1947, as to the disposition of certain books, and this letter says 
in part: 

As such they constitute a valuable record, not only of the N.S.D.A.P. 
activities abroad but also of the organizations which existed in Canada 
and which prior to the outbreak of hostilities were active in furthering 
Nazi ambitions in this hemisphere. 

For this reason it is considered desirable that the books remain in 
our custody.. 

That is as to the disposition of sixteen books, the R.C.M.P. will retain all those. 
They have retained two others that did not come into the hands of the custodian. 
The R.C.M.P. are charged with the selection; we are only responsible for those 
books which come into our possession; and our agents, the Western Trust Com-
pany of Winnipeg, have the remainder of the books of the organization which 
you have mentioned, and I shall be glad to furnish you with a list of those. 

Mr. STEWART: A list of titles? 
Mr. WRIGHT: Yes. 
The CHAIRMAN: Do you mean to say that the books that were considered 

of a Communist nature have all been destroyed, while the books that were con-
gidered of a Nazi or Fascist nature were stored? 

Mr. WRIGHT: The R.C.M.P. have taken possession. 
The CHAIRMAN: And they are the ones who decide on that matter? 
Mr. WRIGHT: Yes, they are the ones who decide. 
The CHAIRMAN: They did the burning or the keeping? 
Mr. WRIGHT: Yes. 
Mr. STEWART: Thai is not the responsibility of the custodian at all? 
The CHAIRMAN: Now, gentlemen, Dr. Coleman is here, and also Mr. Mathieu 

and, of course. Mr. Wright, and we will hear evidence in comieetion with the 
investigation of the Ottawa office of the custodian. I shall call Dr. Coleman. 

Dr. E. H. COLEMAN (Under Secretary of State) : Mr. Chairman and gentle-
men, at an earlier meeting of this committee on the 29th of April, I gave a rather 
general and perhaps lengthy outline of the general work of the office. At that 
time I spoke—I might venture to say—of the appreciation which we had of the 
work of the staff the active day-to-day operations of the officers in charge, and 
of Mr. Mathieu, the assistant deputy custodian, who is here to-day. We hardly 
know what type of questions members of the committee would like to put, and it 
may be that some of the questions are matters which come peculiarly within my 
knowledge while others would corne peculiarly within the knowledge of Mr. 
Mathieu; therefore, we are both available to answer alternatively to the best 
of our ability. 

The CHAIRMAN: Would it be in order to have a statement from Mr. 
Mathieu? Have you any brief or any statement to make? 

A. H. Mathieu, Assistant Deputy Custodian, Department of Secretary 
of State, called: 

The WITNESS: Mr. Chairman, and gentlemen. I presume you have read the 
first part of the report we submitted to the minister which was first tabled in the 
House and then submitted to the committee. We endeavoured to give in that 
particular the outline of the set-up of the office. the work of the office under the 
present regulations, and the method employed in administering the property 
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which was placed under our control. The present office is really a continuation 
of the custodian's office which was set up by order in council in 1920. While 
there was practically a complete demobilization of staff in 1935. I remained in 
the office with counsel and two secretaries, and when this present trouble started 
in 1939 we endeavoured to reorganize the office to take care of the enemy pro-
perty that might come under our control under the regulations. Unfortunately, 
when we started we did not anticipate having to deal with countries like France, 
Belgium and Holland; countries that are really friendly countries but which, 
because of their occupation by the enemy, made it necessary that all property in 
Canada standing in the names of individuals residing in those countries had to 
come under our control forcibly, more as a protective measure. From then on 
we endeavoured to administer such properties in what we call in French "en 
bon pere de f amille"—in an orderly manner—and endeavoured to benefit these 
accounts that remained. You will realize, of course that a large volume of 
property came under the custodian's control very rapidly; that no sooner was one 
country organized than we had to deal with one or two others which came in in 
rapid succession. We felt it would be advisable in the case of investment 
accounts to leave them in the hands of the banks—the chartered banks and trust 
companies—under our control; and from then on the accounts were administered 
by these banks under our direct control. No disbursements were made, and no 
changes in the investments were made without the matter being brought to the 
custodian's attention. We had several cases which created a certain amount of 
doubt. For instance, we had calls from bank managers who had received tele-
grams from overseas, particularly from neutral countries, asking for transfers or 
remittances of funds. We felt we had to screen these requests very thoroughly in 
case the individual owner had been forced to make the request or had been 
robbed of his documents, and that the request was being made by enemies. 

We had one glaring case where a bank manager in Montreal phoned me. 
He said, "I have received a telegram from Portugal signed by a man we know 
and we know the family very well—in fact, I visited him a few years ago, but I 
am a bit doubtful, and I am wondering how this man managed to get out of 
France and reach Portgual." He did not know what to do. I said, "If you are 
satisfied that you are dealing with the customer the custodian would not object 
to giving him a:remittance." He claimed he wanted money to come to Canada. 
We had to take all the precautions necessary. In sending his reply the bank 
manager added one sentence to his telegram; he merely asked, "How is your 
mother?" The reply came back that he was complying with the instructions 
received and he said that his mother was very well indeed. Now, the bank 
manager knew that his mother had died ten years ago. As a result of that that 
man did not get any money and the account remained under our control. We 
had many instances of that kind. Then, in the countries that were liberated, 
as they were liberated, we had to go into the matter of releasing the particular 
property and from that time on we started our releasing operations. There had 
to be special agreements with the governments concerned because of the restric-
tions imposed by those governments and also due to the foreign exchange require-
ments. Up to date we only have one of those agreements in force, that is the one 
with France. It has been in force since March 22. 1946, and after a year and a 
half of application apparently we find it is not working to the satisfiaction of 
both sides. We are now endeavouring to amend certain clauses in order to 
facilitate rapid releases so that the governments concerned may, in their ordin-
ary course of transactions, receive the benefits of the dollars concerned. Agree-
ments with other countries are still pending. They have not been fully approved 
and we are waiting until all the discussions have taken place and approvals are 
given before we start releasing property. However, we are considering the 
individual releases in necessitous circumstances and in urgent cases, providing 
they supply us with the necessary information, statutory declarations and certi- 

PUBLIC ACCOUNTS 	 335 

ficates of the government of their country establishing proof, beyond any doubt, 
that there is no enemy interest involved. If that is satisfactory we then proceed 
to release the individual cases even though the agreements with that country 
have not been completed. We have a duty of course to return this property to 
the original owner and to him only, and that is what we are endeavouring to do. 
The figures given are of the date when this report was made at the end of 1946. 
I think you also know in that report there are audited statements during the 
operation of our office. Of course we not only had the administration and con-
trol of property but we also had certain factors for which we were responsible 
under the regulations such as commercial censorship, prohibited mailing lists, 
Canadian lists of specified persons, of black and suspect lists, and we had a 
special section dealing with that matter. There was a special committee called 
the black-list committee, on which I assisted, that -governed the operation of 
that section of our work. There are several other factors that do not come to 
my mind at the moment. 

By Mr. Stewart: 
Q. May I ask a question here?—A. Yes. 
Q. What happens in a case such as this. You have taken over funds in this 

country of a person who is friendly to our cause but who resides in a country 
that has been overrun by the enemy. That property remains intact but what do 
you do with the interest on that?—A. It depends on the nature of the property. 

Q. Take for instance the case of bonds?—A. The interest would be credited 
to the account. 

Q. How were the expenses of the custodian's office paid out of the moneys?— _ 
A. The expenses were paid out of the investments made by the custodian of 
amounts representing non-interest bearing funds such as commercial debts 
which are not strictly interest bearing items. 

Q. What was the authority for such expenditures? As I see it the custodian 
is holding these properties in trust. Now what authority would there be to 
disburse such moneys?—A. Property vested in the custodian was owned by the 
Crown through the custodian so that the money paid into the custodian's office 
was not then the property of the original owner. 

Q. So there had to be no application to parliament for disbursements to pay 
for salaries, wages, or anything else?—A. That was all taken care of. It was 
decided in 1920, and we continued the practice that all such funds were to be 
held separate from public funds. 

Q. In my original hypothesis what would happen if it was cash instead of 
bonds?—A. It would depend upon the nature of the cash. 

Q. Bank deposits.—A. A current bank deposit is non-interest bearing. 
Under the regulations all moneys that were not strictly investment funds were 
returnable to the custodian. As a matter of fact had we taken over all invest-
ment funds, that would have required a tremendous organization in Ottawa and 
it was decided to operate them through banks where they were found who were 
responsible to the government. All bank balances or those amounts which were 
paid into the custodian as non-interest bearing items were invested. The funds 
collected through that source were dealt with in that way because the custodian 
had authority to invest them subject to the approval of the treasury board. 
We obtained a general order from that board to invest in government bonds 
as the Victory loans were issued. The interest on those investments was credited 
to administration account in order to provide funds, not only for the cost of the 
office and salaries and those things, but also to provide for any eventualities that 
we might be faced with under treaty conditions. For instance, the treaties 
might provide interest on debts and until that is decided by the treaties, and 
ratified by parliament, we merely credit interest earned to administration 
account. So that if, eventually, under the treaties, or other reasons, we have 
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to allow certain rates of interest on these non-interest bearing amounts, we will 
have sufficient funds without having to go to parliament for a vote. That is 
the principle we have worked on since the very beginning with respect to the 
administration of foreign property which we feel, should not be a charge on 
the Canadian taxpayer, as those funds should bear their own portion of the admin-
istration and cost. After the first war, we were able, through investments, after 
completing all conditions of the treaties, to return a surplus to the treasury to 
apply on the war account of over $13,000,000. That surplus was turned over to 
the treasury. The intention this time is practically the same, so that any 
surplus earnings or any surplus funds after paying all obligations and expenses 
may be returned to the treasury to apply on the war account. 

By Mr. Boucher:. 
Q. I take it if they had any interest bearing investment left in the account 

of a resident of an occupied country it would not be charged anything for 
administration at all?—A. Yes, when the release is completed we have authority 
under section 44 of the regulations to make a charge of up to 2 per cent. 

Q. If it was in a bank account the custodian could have it as invested 
capital but the owner gets no return on that at all?—A. That may be provided 
for later on by agreement or treaty. 

Q. Then one other question. You gave us an illustration where an applica-
tion was made by telegram to a bank for money belonging to a resident of an 
occupied country who escaped to a neutral country. Have you had any 
difficulties of ever having paid anything to a person in the mistaken belief 
that it was the owner?—A. We have not met that situation. We have 
endeavoured to guard against that. 

Q. You have not had any. difficulty in that regard at all?—A. No. 
Mr. BURTON: Just before the witness leaves that, I can appreciate the 

statement that the witness made. It was the intention of the custodian's office 
that, as far as possible, the administration of that department and those proper-
ties would not be a burden on the Canadian taxpayer, and I might say I appre-
ciate that fact and I believe it is good business on their part, but what I was 
wondering was on what basis did you see that the various forms of property 
carried their fair share of the expenses of administration? It strikes me rather 
peculiar that the person who happened to have his money invested in bonds 
gets his interest through the regulations, whereas the person not having his 
money invested in that form will have the money used, but the returns from the 
money used, the earning power of that money used, helps pay for the adminis-
tration. I was just wondering if you could enlighten us a little further?—
A. Yes. We carry individual acconnts in every case no matter what type of 
property or what country we are dealing with. We have an individual account 
for each ease and in them we credit revenues and we make disbursements so 
that the cost of operating that account or any disbursements is reflected and is 
always set up in the individual account. , 

Q. That is in so far as the actual operating of that account is concerned?—
A. Yes. 

Q. But in the over-all picture how did you endeavour to have a certain 
amount of equity between the bearing of the overhead?—A. You have to take 
note of the two types of 'property, what we call belligerent enemy property and 
non-belligerent property. A non-belligerent property is the property of a person 
living in a liberated country. Up to the point of application for release we have 
charged the account with all disbursements and normal expenses and we have 
also credited to that account all ordinary revenues if there are any. When we 
release the account, provided the information has been found satisfactory, 
we then charge an over-all administration fee of 2 per cent of the total value 
on the date of release. 
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Dr. COLEMAN: Not exceeding 2 per cent? 
. The WITNESS: Not exceeding 2 per cent. 

Mr. BOUCHER: 2 per cent per annum? 
The WITNESS: No, 2 per cent of the total value on the date of release. In 

so far as belligerent enemy property is concerned the treaties will provide for 
the charges to be made. There is not very much I can add by way of a summary, 
I have covered pretty well, I think, the operation of the office, except down to 
the point where you have seen statements of the total value of the assets. There 
are certain types of assets taken under our control such as the gold of govern-
ments of liberated countries. That was not actually taken in by us, but remained 
with the Bank of Canada under our control. When the governments were 
reinstated that gold was returned to them in all cases, but we retained the 
individual property. 

Then we come to the method of audits. 
Mr. WARREN: Mr. Chairman, the witness named a sum that was returned 

to the treasury board, was it $13,000,000 or $30,000,000? 
The WITNESS: $13,500,000 that was the result of the first war's operations. 

By Mr. Stewart: 
Q. That was clear of any potential liability?—A. Yes. Now the method 

of the audit for the custodian's office requires that I recite the procedure when 
the office first started. When we opened up in 1920, the first part of 1920, there 
were no funds available. The consolidated regulations of the 1914-18 period did 
not obligate the custodian to collect moneys, they were merely reported to the 
then custodian but not collected. The authority given to the custodian was in 
the Treaty of Peace orders of 1920. Those orders were ratified, I believe, in 
January of 1920, setting up the office as of April 1 and giving a period of three 
months, if my memory serves me right, in which to call in all funds due, such 
as enemy owned commercial debts, bank balances, securities and others. Until 
that we had no funds available to pay expenses of the office. The expenses 
vvere carried in the war appropriation's account under the department of the 
Secretary of State". During the latter part of 1920-21 we had succeeded in 
collecting sufficient money. After a meeting with the under-secretary of state 
and the deputy custodian, the deputy minister of justice, the deputy minister 
of finance and the Auditor General, it was decided and concurred in by all 
that the funds being received and held by the custodian under Treaty of Peace 
orders were not to go into consolidated funds but were to be held by him as 
trust funds. The surplus after carrying out the obligations of the treaties was 
turned over to the treasury. During that period an audit of the funds in our 
office was carried on through the usual method and audit expenses were paid out 
of the war appropriation account. After we had succeeded in getting sufficient 
funds it was decided that the war departmental war appropriation account would 
be reimbursed for all expenses up to that date. We did that and from then on the 
Auditor General had nothing further to audit because the funds we had were not 
considered public funds. It was then decided to appoint a firm of outside 
auditors, independent auditors, and the first auditors were Messrs. Edwards, 
Morgan and Co., of Toronto, who audited the accounts for the period from April 
1, 1920 to February 29, 1924. They rendered their audit statements and reports 
to the then secretary of state who was the official custodian. This method con-
tinued until December 31, 1926, when they were superseded by the audit board 
on the authority of a recommendation approved by the treasury board. 

Q. Why did that happen?—A. In 1926, the latter part of 1926. 
Q. Why?—A. Oh, why? It was decided because the audit board had the 

necessary machinery to carry on independent audits such as the Auditor General 
is now doing for the special corporations. It was so decided rather than to pay 
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or engage outside firms because they had sufficient materials to carry on an 
audit, and the audit was so carried on from that time. 

Q. Can you tell us why the audit board was instructed to make a complete 
audit from the 1st of April, 1920 onwards in view of the fact another auditor 
had already done the work.—A. Well it is usual, when a new auditor starts in, 
for him to go over the work and establish the figures he is taking over. 

Q. I think I might take issue with you on that. It is not usual to do a 
complete audit. All the work has been done and the new auditor would just get 
the previous working papers and examine them.--A. Perhaps it was because of 
the very complicated nature of the work, and, in order to properly set up their 
accounts, they had to make a review of all the previous work. They could not 
very well take the last statement from the previous auditors and carry on 
from there. 

Q. I asked that question because it says here "The audit board were 
instructed to make a complete audit of all transactions" and I would assume 
that as Edwards and Morgan would have done the same it would be scarcely 
necessary to go over the same ground. It is water under the bridge really but 
I wondered if there was any special reason?—A. I do not think there was any 
special reason but I would have to go through the old records. I do not recall 
anything. Do you recall anything Dr. Coleman? 

Dr. COLEMAN: I was not in the public service at that time. 
The WITNESS: I do not think there was anything special. 
Dr. COLEMAN: May I intervene to help clean up the point? I think the 

audit board employed some outside auditors did they not? 
The WITNESS: Yes, the audit board was composed of outside auditors. 

Men were picked from each of these firms to carry on the work of the custodian. 
The same thing was done when the audit board completed its work. When it 
was decided then to go back to the practice of engaging outside firms. The 
firm of Price Waterhouse, made a review of the past audits from the very 
beginning in order to set up their method. 

I might say here there was no precedent established for this kind of work. 
It is rather unusual. It would not be fair to an audit firm to expect them to 
just accept the previous statements without any background. In order to make 
an intelligent audit it was necessary for them to go over the previous work to 
get all the details fully in their own mind in order to establish their system 
because it is a very unusual type of work. 

Are you satisfied on that question ? 

By Mr. Stewart: 
Q. Yes, but once you get on a little further you will find that Price Water-

house took over the assets on the 31st of March, 1928. According to your 
statements they had to go back some years, too, and double up on the audit?— 
A. Yes, they actually spent three months in reviewing past audits in order to 
acquaint themselves with the material. • 

By Mr. Probe: 
Q. Had not that a tendency to juggle the audit?—A. No, it was really 

necessary because of the complicated nature of the work. 

By Mr. Gladstone: 
Q. That would not be a review of the figures so much as a review of the 

other factors?—A. More in the nature of a review of the nature of the work 
because the accounts had been balanced at every audit year. 
• The audit board was abolished in 1930 and we then had to go back to the 

system of appointing an outside firm. Due to the international nature of the 
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accounts, it was decided to appoint a firm which had branch connections through-
out the world. It was decided that Price Waterhouse, at that period, was the 
most likely firm to have those connections to carry on this work. They were 
appointed by order in council P.C. 1951, dated August 13, 1930. They began 
their audit work immediately. Their statement carries details from the 31st of 
March, 1928, that is the period I think of the last report of the audit board, 
and from then on they have carried on the work up until the present time. They 
are now completing the work for 1946 and we expect to have their report before 
the end of July. 

By Mr. Stewart: 
Q. They are still the auditors?—A. They are still the auditors under that 

order in council because that order in council has never been rescinded. They 
are still carrying on. 

Q. Do you see any reason why the Auditor General could not take over 
that work? 

Dr. COLEMAN: May I answer that question? It has been decided that, 
beginning with the 1st of January, 1947, the accounts will be audited by the 
Auditor General. Price Waterhouse are completing 1946. The Auditor General 
has now, as a result of the war, a much more comprehensive organization than 
he had prior to the war. He has been taking over the work of auditing the 
accounts of other departments, as the members of the committee know.' 

Mr. BURTON: Will this mean that the Auditor-General will have to go back 
over these accounts again? 

Dr. COLEMAN: I would not think so, but that will depend upon the view 
taken by the Auditor General when he comes in. 

Mr. BOUCHER: It is a fact that when an auditor takes over, he goes back 
over the accounts to satisfy himself as to their condition prior to his taking over? 

Dr. COLEMAN: Yes, but the Auditor General will not be responsible for 
anything happening before January 1, 1947. 

The WITNESS: This is not the same type of auditing as an audit firm will 
meet in ordinary business. This is altogether new and it is most necessary to go 
over the previous ground to fully grasp the background of the whole thing. 

Besides the usual audit by an outside firm, Is explained in my report the set-
up of the office and, particularly, the system we have adopted in order to carry 
on an internal check and audit. No disbursements are made that have not been 
pre-audited. If I may read some of my report I think it will fully explain the 
procedure. 

Due to the diversified nature of the assets under control, which May be 
compared with one of the larger trust companies in Canada, we had to adopt a 
more or less flexible system to take care of all the different types of accounts. 
This is covered by a running internal audit and checking system and backed 
by a yearly audit by an outside firm of chartered accountants. Of course, they 
go over the ground yearly as an outside firm. 

By Mr. Stewart: 
Q. Could you suggest what fee was paid to these auditing companies for the 

work they did?—A. I have not got the figures with me. 
Q. Perhaps you could tell us later?—A. The accounting division is composed 

of eleven sections, each with its component part and the whole converges into a 
general control system of internal audit and checking. The general controls 
are then merged into the master control division which is the ultimate internal 
audit of balances in all sections of the accounting division. 

For instance, a man may have real estate; he may have securities; he may 
have bank balances or other interests, a diversified list of investments. This 
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would go through the various sections of the accounting division and, in order to 
get that man's account established and to cover all the assets he may own in 
Canada, we have installed the master control division. Everything converges into 
that section. We can always tell the total amount up to date which a man owns 
in Canada and to which he is entitled. 

Shortly after the set-up of the system it was realized it would be next to 
impossible to transfer to Ottawa all the investment portfolios, estate and real 
estate accounts. It was decided to leave those where they were found in banks, 
financial institutions, trust companies and responsible real estate agencies, etc., 
who continued the administration of such accounts under the control and direc-
tion of the custodian's office. We have complete control of the transactions 
which may be required. 

The banks and financial institutions report once a month to the custodian 
and those reports reflect the receipts, disbursements and other changes effected 
during the preceding months. Those changes are, in turn, incorporated in the 
individual accounts in the accounting division here. 

In the case of trust companies and other agencies it was found advisable 
to accept the reporting system in force in such agencies and, in those cases, 
statements are rendered every six months in the case of trust companies and 
periodically for others, as the case may be. 

By Mr, Stewart: 
Q. I wonder if you would care to explain that statement, please? "It was 

found advisable to accept the reporting system in force"?—A. Banks are 
equipped, of course, to render monthly statements to their customers. They 
carried on the same system with us. It did not mean a change-over in their 
system which might have been very cumbersome and embarrassing. The trust 
companies, as you know, do not report every month. Some of them report 
every three months; some report every six months and others, as the case may be. 

In order to establish a definite method which would permit us to keep good 
control over the transactions that might occur we decided, in all cases, that they 
should report every six months. This would permit us at least six months to 
record all the items and balance up the work for the year. 

In the case of real estate operators and agencies, we had to employ those 
agencies because they had full knowledge of the property they were administer-
ing, we made them carry on under our control. They usually report every 
month or for any transaction in between, because they have to submit it to us 
before they take any steps. 

By Mr. Denis: 
Q. Do they segregate those funds into any special accounts?—A. They are 

all credited to the individual owner's account. An accurate balancing of the 
accounts can be made only every six months because we have to wait until the 
reports come in and are recorded in the individual accounts. All disbursements 
are carefully checked, certified and pre-audited and approved by either the 
deputy custodian or myself. In most cases of released property the deputy 
custodian and myself both sign after the item has been certified and passed by 
the legal section who have examined the declaration and evidence produced to 
prove the applicant's ownership. 

By Mr. Stewart: 
Q. In the case of cash disbursements, do you authorize them before the 

disbursements are made?—A. It is all checked and certified before the cheque is 
actually issued. 

Q. From where are the cheques issued? Are they issued from a central 
point?—A. All from this office, the custodian's office. There are two signing 
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officers with substitutes in case of necessity. All cheques bear two signatures 
and they are covered by a requisition which has been signed by three officers. 
One is the officer requisitioning the cheque; the other is a certification by the 
internal auditor and then, myself, usually or my substitute when I am not in the 
office, approving the issuing of the cheque. 

Owing to the very large volume of work involved it takes almost four 
months after the close of the year to receive all statements from depositaries 
and agencies and then to record, check and balance the accounts. When these 
are ready the auditors are notified and usually they send qualified men with a 
supervisor. 

Q. May I ask a question at this point? You use the word, "usually" which 
would suggest they do not always send qualified men?—A. They do. 

Q. The word, "usually", is not necessary in that case?—A. Of course, this 
report was not intended as a report to be submitted to a parliamentary com-
mittee. This was a report to the incoming minister to give him an idea of the 
work of the office. 

I might interject a remark here to illustrate the volume of the work. I 
think it would be a safe statement to make to say that due to the total assets 
and the diversification of the work, it would take at least three of our largest 
trust cbmpanies to cover the figure we have administered since the beginning. 

When these are ready the auditors are notified and usually they send quali-
fied men with a supervisor. They carry on the general work of auditing for the 
previous year. They use the calendar year. 

The auditing usually lasts from two to three months, depending on the 
number of items to check and the receipt by the auditors of the verification 
certificates requested from the various depositaries. The auditors send out a 
form letter of request and receive the certifications from the various depositaries 
in due course. Some are slow and some come in very rapidly. The auditors 
cannot complete their report until all have been received by them. 

I think that covers the whole of the system employed in the office covering 
the audit as well as the operation of the office. 

Q. You seem to have a very good system?—A. The system has been, of 
course, set up with the help of public accountants. We have a chartered 
accountant, lie is not a C.A., but he is a qualified accountant in charge as con-
troller of the accounting division. Then, we have technical men as heads of each 
division. We had to have specialists in banking matters, in security matters, in 
brokerage transactions and so on. We have, I belieVe, a very good staff of 
qualified technical men in each of our branches. 

I do not think there is very much more I can add. If there are any ques-
tions the committee desires to ask, I will try to answer them if I can. If I 
cannot, we will have to go back and get specific information on any specific cases 
which may be brought up. 

The CHAIRMAN: Are there any questions, gentlemen? 

By Mr. Stewart: 
Q. Would the witness look at page 23, the bottom of that page. The head- 

ing is "Restitution": 
Steps are now being taken to segregate claims for restitution of 

identifiable property from claims which are in the nature of reparation 
claims for damage or loss suffered. It is felt that claims for restitution, 
by their very nature, should receive immediate attention. Such claims will 
be pursued by the Department. of External Affairs through regular diplo- 
matic channels. 

Will the witness please enlarge a little on that statement?—A. The claims sec-
tion of our work is another branch of the work which the custodian handles. 

91685-2 

4. 
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We have a register in which all possible claims against enemies are registered. 
There are various types of claims. There is no definite policy yet established 
and no policy is possible until the ratification of the treaties. Therefore, the 
custodian is charged with the duty of recording whatever claims are submitted 
voluntarily. 

Q. May I interrupt here? Let us take another case of a Canadian who is 
working for a British company in Shanghai. He has his home, chattels and 
everything else there. The Japanese occupy his house and take over everything. 
He has come back to Canada after being released from a concentration camp. 
He has a claim to make against the Japanese. Would his claim be made 
through your department?—A. He would file his claim with us. We would place 
it on record until such time as a definite policy is established dealing with that. 
We may not be able to deal with it ourselves. It may be dealt with through 
some other method, depending upon whatever policy is established. Meanwhile, 
if he had properties that could be restituted, of course, that would be handled 
by the Department of External Affairs who are directly responsible for the 
foreign missions we have sent to those countries. Any person having such a 
claim would file his claim. It would be recorded on our register .and also sub-
mitted to the External Affairs Department who would send the information to 
the mission who would investigate it and, in due course, report. 

Q. How do individuals know to lodge claims with you? Did you advertise 
or do anything of that nature?—A. We have not advertised as yet for domestic 
claims for loss or damage. The Department of External Affairs has advertised 
for restitution claims and they are being recorded both in the External Affairs 
Department and in our department. 

Dr. COLEMAN: If the chairman will permit me, may I say that this very 
morning I received a letter containing a claim from a citizen of 'Canada. He 
claimed he had inherited some property in Germany and that this property con-
sisted, I think, of an apartment house which he alleged had been destroyed. He 
has not been there, so.he does not know. When that claim came in, we referred 
it to the Department of -External Affairs. In due course, this department will 
send it to the Canadian mission in Germany headed by General Pope. 

The first step which will be taken will be to have one of the officers of 
that commission go to .see if the property is there; if it is damaged and if so 
to what extent. If it is standing there untouched, such measures will be taken 
as are practical to put the Canadian in possession of this property. If, on 
the other hand, it has been destroyed it may be a question for reparations 
which is still very largely in the air. As we all know, there has been no treaty 
with Germany; there has been no government in Germany. Whether the 
German government, if as and when it is set up will become responsible is a 
question which will have to await the termination of the very cloudy situation 
presently existing. 

There is an inter-departmental committee on reparations on which the 
custodian is represented together with a large number of other departmental 
officers from the Department of External Affairs, Trade and Commerce, 
Justice, Reconstruction and Finance. They are making reports to the 
government in relation to a policy, either of advertising and then setting up 
some agency or tribunal to sift claims or by some other method. 

I need hardly suggest that it is doubtful whether many of these claims 
which have 'been presented can be regarded as proper claims to be submitted 
by the Canadian authorities. There are claims by unfortunate people classified 
as refugees who came to Canada after the war. It is a question how far the 
Canadian government, in due course, may feel disposed to go. Under the 
present regulations for the custodian, regulation 45, the custodian has the duty 
on him of recording the claim but the recording in no way commits the 
government to doing anything. It will require a great deal of sifting. Speaking 
quite frankly, and in the presence of Mr. Mathieu, I know he and I hope that 

the established agency which may be set up will not be connected with us. I 
assume there will have to be some sort of agency employed first, in accumulating 
the claims and then in sifting out and recommending what can be done. 

By Mr. Probe: 
Q. Does the Canadian government accept the onus for restoring the 

property which is in existence to a Canadian citizen who can prove his claim 

• 
to that property?—A. I do not quite follow that question. 

Q. Let us put it this way. Mr. Stewart mentioned a farm or apartment 
house, but assume it was a farm which would not be destroyed. This was 
expropriated by a foreign government which was at war and this farm 
belonged to a Canadian national. Does the Canadian national automatically 
receive the protection of this government to re-establish his ownership to a 
farm expropriated? I am using the illustration of a farm because it would 
not likely be destroyed, but it would apply to any property that is not destroyed 
and is still in existence?—A. I would say the government would be responsible 
to give him all the help necessary to repossess his property. If it cannot be 
done, of course, he would be entitled to file a claim for compensation for any 
loss he suffered. This would go through the usual method to be employed. 
Probably he would have a basis for a reparation claim. 

Q. But the reparations claims, in my view, are not going to be very—A. I 
do not think it would be the responsibility of the government to refund him 
any loss he has incurred. 

Q. I am not thinking of that, I am thinking of property that is still in 
existence? 

Dr. COLEMAN: That, as I have tried to explain, is a matter which, at the 
moment is being handled by the Department of External Affairs. If there 
is property, say in Germany, which is there and which can be identified as the 
property of a Canadian, our mission headed by General Pope in Berlin will 
naturally take every step possble to see that the man is restored to the owner-
ship of his property. Until there is something in the nature of a definite peace 
treaty with Germany, there is no German government to whom one can go. 
The country is under military occupation and is divided into three or four 
zones. There are certan areas in which there is difficulty in securing definite 
information. 

Mr. BOUCHER: Would it not be fair to say that the government does not 
act as a guarantor, but only lends its assistance? 

Dr. COLEMAN: I would think so. 
The WITNESS: That is all we can do at the present time. 
Mr. STEWART : There is one specific item of information with which, perhaps, 

we can be furnished at a later date. I do not suppose you have it now. Could 
the witness tell us if the custodian received any royalties payable on the 
manufacture of the Bren gun after the outbreak of the war? 

Dr. COLEMAN: I can answer that definitely, Mr. Stewart, because we 
have not received any. I took the matter up with the Department of 
Munitions and Supplies and I was assured no royalties whatever were paid. 
I have a letter on that from the deputy minister of Reconstruction and Supply 

• 
and you can look over the records. The question was asked in the House of 
Commons. I knew we had not received any, but I thought it wise to ascertain 
from the munitions people if anything had been paid. I also looked up the 
report of the royal commission in 1938, presided over by the late Mr. Justice 
Davis, which dealt with the original contract. 

I think you will find a paragraph there to the effect that any royalty agree-
ments which were made were made by the war office of the government of 
the United Kingdom with whoever may have owned the patents relating 

4 
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to that. I have a letter from the deputy minister of Reconstruction and Supply 
that no royalties whatever were paid by anyone in Canada who manufactured 
the Bren gun during the recent war. 

Mr. STEWART: Either to Skoda or the British war office? 
Dr. COLEMAN: If there is anything it is simply in the war office. 
Mr. STEWART: If there were any to the war office, could they be ascertained 

by this committee or is it outside your jurisdiction? 
Dr. COLEMAN: We could ask the Department of External Affairs to have 

the High Commissioner make enquiries. I will be very glad to submit the 
request. 

Q. You will file that letter will you, please? 
Dr. COLEMAN: I will get the letter. 

By Mr. Stewart: 
Q. On page 5 of the report it states, 

The German assets under control in Canada at the present time 
amount to approximately $11,000,000. 

What shape would these assets take? Are they property or are they moneys?—
A. A variety, a very diversified list of assets. There would be very little securi-
ties taken over in this war. Of course a change took place in Germany from 
1933 on because the export of capital from Germany was prohibited, and we 
have found very little of actual securities in Canada, or other assets of that 
nature belonging to Germans, probably because of that factor. We may dis-
cover during the course of investigations that are still being carried on that 
property is held here with German interests, but so far we have only a report of 
approximately $11,000,000. That would cover real estate in some cases, com-
mercial accounts, bank balances, and securities. We have one operating com-
pany at present. We have also liquidated certain agencies, such as the shipping 
agencies and so on. There is a very diversified list. 

Mr. STEWART: Have you any idea how much was paid the custodian as 
royalities for patents which were held by enemy nationals? 

The WITNESS: We have a statement here but we have not got the break-
down of the assets under countries. We have listed the assets under countries 
but just in the total form. 

Dr. COLEMAN: We could get that. 
Mr. STEWART: The answer may be given later. 
Dr. COLEMAN: I had it out two years ago for one of the members of the 

House of Commons, not a member of this committee, but the member for North 
Centre Winnipeg, and I think it could be easily brought up to date. 

Mr. STEWART: I should be glad to see that. 
Dr. COLEMAN: Oh, I have it here. There was one payment in respect of 

an Austrian patent of $1,931.02. Italy, two payments amounting to $55,000; 
and Germany, $71,000. 

Mr. STEWART: That money is being held by you? 
Dr. COLEMAN: Subject to the Treaty of Peace. 
I realize that you are interested in I. G. Farben. There is one royalty of 

$473.62; another of $2,628.33; another of $761.44; another $2,320.27; and 
another $1,912.93. The largest .item is not I. G. Farben but another company 
and it represents $31,000. 

Mr. STEWART: A German company? 
Dr. COLEMAN: A German company. 
Mr. STEWART: Have you the name of that company? 
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Dr. COLEMAN: Kalle and company. 
Mr. STEWART: Can you tell us what the total amount lying at the credit 

of I. G. Farben in your account is? 
Dr. COLEMAN: Well I would think it would be this total but we would have 

to check that. It would be about  •  ,000 roughly but we will get it definitely. .. 
Mr. STEWART: Can you give us any indication of what the $55,000 of Italy 

was, and who it was paid to, or who it was credited to? 
Dr. COLEMAN: Montecantini Company, Soc. Gen. per l'Industria, Mineraria 

and Chemica. 
That is very poor reading in Italian. 
Mr. STEWART: It is Italian which I understand. 
Dr. COLEMAN: That amounts to $33,753.10 and the other one of the Soc. 

Gen. per l'Industria amounts to $21,881.66. 
Mr. BURTON: Mr. Chairman, is this a royalty that the custodian's office 

has collected and which he is holding in trust? 
Dr. COLEMAN: Yes. 
Mr. BURTON: And what becomes of the patent if the patent has not expired 

at the time the Treaty of Peace takes place? Is that something that has to be 
dealt with? 

Dr. COLEMAN: There was a special patent treaty agreement which was 
entered into in London last July, whereby all enemy patents which were not 
licensed at the 31st of July, in effect, fell into the publie domain. 

Mr. BureroN: They all go to the public. 
Dr. COLEMAN: They fall into the public domain, in essence. That was an 

agreement which was signed by me on behalf of Canada in so far as the Final 
Act is concerned, subject to ratification, by the government, which ratification 
was given before the stipulated time, in December 1946. I may state that the 
countries which were parties to it are Great Britain, the United States, France, 
Belgium, Germany, Holland, Luxembourg, Denmark, South Africa, Australia and 
Czechoslovakia. 

Mr. BOUCHER: Norway, Sweden and Denmark? 
Dr. COLEMAN: Not Sweden. 
Mr. BuRroN: In the meantime you have been collecting and holding the 

money in trust? 
Dr. COLEMAN: Yes, royalties received under existing contracts or contracts 

which existed before the war. 
Mr. BuirroN: I was just wondering, Mr. Chairman, if Dr. Coleman could 

give us the comparison about the taking care of that property as compared to 
the case of some poor homesteader out in the bush who foolishly joined an 
organization that later on was declared illegal. The man may then have been 
put in a concentration camp and his stock and property confiscated or disposed of, 
and later on he was turned out of the concentration camp and was not in a 
position to go on as he otherwise would have been. I wonder if Dr. Coleman 
could give us the comparison of the handling of these patents on the one hand and 
the homesteader on the other hand. 

Dr. COLEMAN: In 1939 when the regulations were made every Canadian who 
owed a debt to an enemy was required to report it and to pay it into the custodian. 
That is how we collected these amounts. In relation to the other matter I may 
state to the committee that on the outbreak of the war, the government, on the 
advice of the minister who had charge of security, interned certain individuals. 
No provision was made for looking after their property and at a subsequent 
date we were charged with that responsibility and did the best we could. I may 
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further state also for this committee, at the outbreak of war, among other respon-
sibilities, I had the heavy one of dealing with internment operations from a 
civilian aspect. I had nothing to do with putting people in or letting them out, 
but only with the set-up of the camps. Early in September 1939, after a 
considerable number of persons had been interned, the then director of intern-
ment operations, General Panet, came to me and I pointed out that men, wage 
earners and the like, had been interned and their families in some cases were left 
without adequate means of support. On that occasion I went first to the Minister 
of Justice of the day, who also happened to be at that period my minister, the 
acting Secretary of State. I put the problem before him and pointed out that, 
with the war hysteria, there was a danger that these women and children and 
dependents would be going without nourishment and food. Under his instructions 
I went to the Minister of Labour of the day, Mr. McLarty, who notified all the 
provincial relief authorities. At that time the unemployment relief organization 
was still going and was administered by provincial authorities. In my presence, 
Mr. McLarty telegraphed every one of the provincial authorities supplying 
relief, directing that the same appropriations, the same amounts as received by 
families of unemployed persons, should be made available to these dependents 
at the expense of the Dominion of Canada. During the entire period of the war, 
while this condition lasted, there was an annual appropriation of parliament in 
the estimates of the Department of Labour for that purpose. Now, as you say, 
there were other cases where men were taken off remote farms. In some cass 
the neighbours purported to look after the stock, but it was obviously impossible 
for any agency of government to prevent casual pilfering and mismanagement 
although every effort was made to do so. 

Mr. STEWART : Mr. Chairman our quorum seems to have suddenly dwindled 
but I would like to say now that Dr. Coleman, Mr. Mathieu and Mr. Wright in 
giving us their answers, have been very frank. I would like to say thanks to 
them. These thanks must not be considered as approval of the policy they carried 
out however. 

The CHAtamAN: Thank you Mr. Stewart, and now we will adjourn at the 
call of the chair. There will be a steering committee meeting tomorrow at an 
hour to be arranged. 

The meeting adjourned at 12.45 p.m. to meet again at the call of the chair. 
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MINUTES OF PROCEEDINGS AND EVIDENCE 

THURSDAY,. June 26, 1947. 

The Standing Committee on Public Accounts met at 11 o'clock a.m., the 
Chairman, Mr. L. P. Picard, presiding. 

Members present: Messrs. Burton, Coté (Verdun), Fleming, Fraser, 
Gladstone, Golding, Hamel, Homuth, Isnor, Jackman, Jaenicke, Kirk, 
Macdonnell, Picard, Probe, Warren, Winkler.. 

In attendance: Mr. Gordon Murchison, Director, Soldier Settlement and 
Veterans' Land Act; Mr. K. W. Wright, Counsel to the Custodian of Enemy 
Property. 

The Chairman presented the Fourth Report of the Steering Committee, 

Your Steering Committee met to-day and recommends: 

1. That to-day's meeting be devoted to (a) questioning of Mr. Murchison 
respecting the resale of lands formerly owned by persons of the Japanese race, 
and (b) further questioning of Dr. Coleman and Mr. Mathieu respecting the 
administration of the Custodian. 

2. That the Auditor General, Mr. Watson. Sellar, be called for the next 
meeting and, following his evidence, Messrs. Murchison and William Cleave 
be heard during the coming week concerning the operations of the Veterans' 
Land Act in the Township of Sarnia, in the County of Lambton, Ontario. 

On motion of Mr. Homuth: 

Resolved,—That the Fourth Report of the Steering Committee 'be 
concurred in. 

The Chairman reported that the following documents, promised by the 
Deputy Custodian at the last meeting, had been received: 

copies of correspondence exchanged between the Deputy Custodian 
and the Deputy Minister of Reconstruction respecting royalties paid on 
Bren guns; 

inventory of books of the Deutscher Bund Kanada held in storage 
by the agents of the Custodian, The Western Trust Company, Winnipeg, 
and 

statement of royalties received by the Custodian for the account of 
I. G. Farbeninsdustries. 

Mr. Murchison was recalled. 

On .motion of Mr. Fleming: 

Ordered,—That the schedule showing details respecting the resale of lands 
formerly owned by persons of the Japanese race, submitted by Mr. Murchison 
and filed on June 17, be printed as Appendix "A" to this day's minutes of 
proceedings and evidence. 

Questioning of Mr. Murchison was resumed. 

92278-1i 
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Mi'. Wright was recalled and questioned. 

Mr. Murchison filed a supplementary statement to the schedule respecting 
the resale of Japanese lands, which, on motion of Mr. Fleming, is printed as 
Appendix "B" to this day's minutes of proceedings and evidence. 

It was agreed that Dr. Coleman and Mr. Mathieu be called for the next 
meeting, and that Mr. Sellar be heard at the meeting next following the 
conclusion of their evidence. 

Mr. Murchison retired. 

At 1 o'clock p.m. the Committee adjourned until Friday, June 27, at 
11 o'clock a.m. 

A. L. BURGESS, 
Clerk of the Committee. 

MINUTES OF EVIDENCE 

HOUSE OF COMMONS, 

June 26, 1947. 

The Standing Committee on Public Accounts met this day at 11.30 a.m. 
The Chairman, Mr. L. Philippe Picard, presided. 

The CHAIRMAN: Gentlemen, we have a quorum, may I call the meeting 
to order. 

We have before us three returns that have been filed by Mr. Wright, one 
concerning the Bren gun, in answer to a question by Mr. Stewart; one in connec-
tion with I G Farbenindustry, also in answer to a question by Mr. Stewart; and 
one concerning the list of books seized which were in the hands of the Deut-
scherbund-Kanada. 

Mr. HOMUTH: You do pretty well on that "Deutscherbund". 
The CHAIRMAN: Yes? Thank you. The only statement that remains to 

be filed concerns the details of payments of auditors and that will be ready 
to-morrow, it is quite lengthy. 

Before this meeting opened there was a meeting of the steering committee. 
(See minutes of proceedings.) 
Now gentlemen, we have with us Mr. Murchison. 
Mr. FLEMING: Are you going to deal with the report of the steering com- 

mittee, or the recommendation of the steering committee? 
The CHAIRMAN: Does the report of the steering committee meet with the 

approval of the committee? 
Mr. HOMUTH: I so move. 
The CHAIRMAN: Moved by Mr. Homuth that the report of the steering 

committee meeting this morning be approved. 
Carried. 

Gordon B. Murchison, Director of The Soldiers' Settlement Board 
and Veterans' Land Act, called: 

The CHAIRMAN: Are there any questions, of Mr. Murchison? 
Mr. FLEMING: Before I put any questions, there is one matter that I would 

like to mention first, on a question of privilege. I have the minutes of the 
evidence taken at the meeting on Tuesday last, at which I was not present. 
With my friend, the vice-chairman of this committee, I was sojourning in Halifax. 
I notice there was some discussion at the opening of the meeting about the print-
ing of a lengthy table which Mr: Murchison has submitted to the committee. -I 
find that Mr. Murchison undertook to say, speaking of the table, "Mr. Fleming 
has that schedule for study and probably that is one reason why it has not been 

4111  incorporated in your printed proceedings". 
I want to make two comments, Mr. Chairman, on Mr. Murchison's statement. 

First of all there is nothing in that suggestion which he made. The fact of the 
matter is that the decision not to print the table was taken at the last meeting 
of the committee and the report of Mr. Murchison was sitting in front of you 
on the table when the decision was made. I borrowed the report from the 
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secretary of the committee to prepare myself on it in order to save time at the 
next meeting. The second observation is this. I do not think that it is any 
part of the function of a witness appearing before a committee to make a state-
ment of that kind which has to do with the way that the committee conducts 
its business. It is purely a matter for the committee's own decision and it is 
not a matter which requires a statement. on the part of any witness. The com-
mittee is quite capable of looking after its own business without gratuitous 
suggestions of that kind. 

Mr. ISNOR: It might be a matter of human rights. 
Mr. FLEMING: What was that? 
Mr. ISNOR: Nothing, let it go. 
The CHAIRMAN: If I may say so, I do not think there was any discourteous 

intention. Mr. Murchison did not know how our business had been done and he 
just saw that it had not been printed. He was not in a position to know the 
motives. 

The WITNESS: May I just make one observation? The only reason I made 
the statement which I did was because I had been asked by the secretary for 
another copy of the statement, because the one which I had previously filed had 
not been printed. 

Mr. FLEMING: I just make this observation. At the close of our second last 
meeting this matter was discussed, and I urged then that the table be printed 
as an appendix to the proceedings. The committee thought at that time it was 
not yet desirable that the table be printed but the matter could be raised later. 
The fact that the table was in my possession had nothing whatever to do with 
it not being printed, because it was not in my possession when the committee 
reached the decision. 

The CHAIRMAN: You are perfectly right. 
Mr. FLEMING: As you indicated in the steering committee meeting, we want 

to complete our work on the sale of the Japanese property and I will try to 
make my questions of Mr. Murchison as brief as possible. I will renew my 
motion that the table be printed. You may prefer to leave that until after the 
examination in complete but I think it should go in. I do not think it is possible 
to properly follow the proceedings unless it is printed. 

The CHAIRMAN: I think that is correct. 
The matter of printing the table was postponed at the last meeting until 

the questioning was all done and the intention was that it could then be 
printed. It is now moved by Mr. Fleming that the schedule produced by Mr. 
Murchison be printed in the proceedings. 

Carried. 

By Mr. Fleming: 

Q. I may say the schedule does extend some additional information which 
is already tabled on the record and which was submitted by Dr. Coleman at an 
earlier date. It takes up that table from the point where he completed his 
information and then it gives the purchase price and the sale price by the V.L.A. 
It is additional information and this table is set up in precisely the same manner 
as is Dr. Coleman's table. 

Have you got a copy of this before you Mr. Murchison?—A. I have one 
here now, the secretary has just given it to me. 

O. I will go over this as quickly as I can. Mr. Chairman. The first item I 
would like to ask you about it J. L. 143. that is on page 1. It is the sale to the 
Westminister Priory Ltd. for $5,500. I think that is one you told us about 
at a previous meeting where you indicated that was a sale to a purchaser other 0:Ian a veteran and the aggregate cost to the Soldiers' Settlement Board I think 
was $1,425, and the sale price was $5,500.---A. I think that is correct. 
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Q. The next one, if you will turn to page 8, it is partly on page 8 and partly 
on page 16, but it is the sale to William Minty. 

The CHAIRMAN: What is the number of that sale? 

By Mr. Fleming: 
Q. J. L. 151 on page 8 and J. L. 147 on page 16. The note opposite these 

parcels is "These lots sold by public tender to William Minty for $3,050" and, 
if my figures are correct, the aggregate purchase price of the four parcels that 

e were purchased by the Soldiers' Settlement Board was $433. Is that correct Mr. 
Murchison? I do not claim to be a finished mathematician.—A. I think I gave 
the particulars of that sale in my previous evidence. 

Q. Would you mind giving it again now and we will have it in line with 
this table? On page 8, under J. L. 151 you have an item of $46, an item of $94, 
and an item of $198. On page 16 under J. L. 147 you have an item of $95.— 
A. Yes. 

Q. Now does that represent the total number of parcels sold to William 
Minty by public tender for $3,050?—A. That is my understanding. 

Q. Well is there anything to be added to that?—A. I have nothing to add to 
that. The total cost of the lots is listed on page 8; $94, $198, and 6; and on 
page 16, $96. I think that would account for the purchase price, the price paid 
to the custodian for those lots. 

Q. That would total,.according to my figuring, $434, do you agree?—A. Yes. 
Q. And then on page 27 there is an item there, J. L. 693, the amount paid by 

the Veterans' Land Act was $1,689, sold by the Veterans' Land Act for $2.340, 
and the note there is "Purchase price $2,500, sale of granary for $160". That 
means, I take it, there was a net of $2,340 for the land, is that correct?—A. Yes. 

Q. Have you anything to add to that?—A. No. 
Q. Did the figure of $1,689, the purchase price when you bought it, include 

the granary?—A. I could not say that without looking at the file. 
Q. Then the figure $1,689 that you bought might compare either with the 

figure of $2,340, or the figure of $2,500 as the sale price when sold by you?— 
A. Yes. 

Q. To whom was that sold? Was it sold to a veteran on a non-veteran?—
A. Without checking the actual details on the file I am convinced it was a sale 
to a non-veteran, otherwise the sale price would have been the cost price to the 
director. 

Q. Well are you drawing that conclusion by way of inference or are you 
making that as a statement of fact, that it was sold to a non-veteran?—A. By 
way of inference, because I cannot make it as a statement of fact without. 
looking at the file. I cannot carry the details of 700 parcels of land in my head. 

Q. You are making it by way of inference, then can I put it this way, Mr. 
Murchison? If it was a sale to a non-veteran you have made a profit on it of 
$700 or $900 in round figures, perhaps $800 in round figures. If it was a sale to 
a veteran, which you do not think it was, because it was sold at a profit, that 
would then be out of line with the policy you followed all the way through with 
sales to veterans?—A. That is right. 

Q. And you do not think it came within that latter class?—A. No. 
Q. And then the next item is on page 30, J. L. 397. You bought it for $41 

and sold it for $100 to Kennedy Community Hall Association?—A. Yes. 
Q. I am offering you full opportunity to make any comment on any of these 

Mr. Murchison, because, you will recall your previous statement to the com-
mittee that there were only three properties, and you were very emphatic on 
this, that sold at a price by you, or by your department, in advance of that 
paid. You stated there were only three instances and you objected to a reference 
in one of the journals to the use of the word "examples". Now I give you an 
opportunity to comment on any of these if you wish to do so. Is there anything 
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you wish to say on that one, J.L. 397?—No, I have nothing to comment in 
connection with that. 

Q. That was sold at a profit, at an advance of about 250 per cent on the 
price at which you bought it?—A. It was bought for $41 and sold for $100. 

Q. Yes, which is an advance of about 250 per cent. The next one is on 
page 31, J.L. 438 and it appears that you bought that for $3,682 and sold it 
for $4,000 and there is a note opposite that line to the effect that the purchase 
price was ,000. What is the meaning of that note?—A. That means we had 
to increase our price to the custodian to that figure to get title. 

Q. Now was that not included among the 741 parcels? How did that come 
to be dealt with specially?—A. That happened to be a parcel, I imagine, where 
the encumbrances against the title were such that it required an increase over 
the original figure, to the figure you have quoted, in order to get title. 

Q. We have not heard of this before. We have not heard about any advance 
in the purchase price paid by your department on any of these parcels included 
among the total of the 741 farms. This is the first time we have heard there 
was any change made subsequently in the terms of purchase of any of those 
parcels.—A. Yes. 

Q. Were there others or is this the only one?—A. No, there were cases 
where it was necessary for us to make modest increases in order to secure title. 

Q. Why was that necessary, in order to secure title?—A. It was because 
we could not get title otherwise because the encumbrances against the land 
were such that the custodian could not deliver title for the purchase price first 
offered. We deemed, in those cases, it was good business on our part to agree 
to a modest increase in price up to an amount that would produce title. 

Q. Do you mean to say you went back and increased prices to the 
custodian?—A. That is right. 

Q. Because we have heard nothing about that from Mr. Shears in his 
evidence?—A. There were very few cases but there were some where it was a 
matter of either dropping the sale or increasing the purchase price to secure 
title. 

I wish you would be more explicit as to why the sale price would be varied, 
because I understood the custodian had the equivalent of a statutory title, in 
the order in council passed under the War Measures Act. Would you just tell 
the committee how those increased prices became necessary in order to dispose 
of encumbrances for purposes of completing sale to veterans?—A. I do not 
know whether I can make it perfectly clear. I think I could perhaps best 
describe it this way. The total purchase price offered the custodian for the 
769 parcels was allocated in accordance with our appraised value. As I said to 
this committee before, the total appraised value was approximately $17,000 in 
excess of the offer the custodian aecepted for the 769 parcels. In the course 
of taking titles to individual parcels I have no doubt the custodian allocated 
specific amounts to each parcel on account of each Japanese. Now in doing 
that they found in a few cases the allocation to the purchase price was not 
sufficient to clear the title on that individual parcel and accordingly we increased 
our purchase price by a few hundred dollars in order to obtain title. 

Q. Mr. Murchison, I take it the custodian was conveying to you subject 
to encumbrances, and, in the case of some parcels, certain questions were raised 
about encumbrances and there were some adjustments necessary?—A. That 
is right. 

By Mr. Jaenicke: 

Q. Is that answer correct? Was the conveyance subject to encumbrances?—
A. No, it was not subject to encumbrances. 

Q. That was the question.—A. It was transferred to us in fee simple but in 
order to acquire title in some cases our purchase price had to be increased by 
small amounts in order to enable the custodian to deliver title. 

The CHAIRMAN: We have Mr. Wright, counsel for the custodian, who is 
here, and he might clear that up. 

Mr. WRIGHT: The custodian took title subject to any mortgages, taxes, 
and subject to other encumbrances and at the close of the deal, just before it 
was closed, I recall that we submitted a list of those properties where the offer 
was not sufficient to take care of the adjustments necessary to obtain title. I 
cannot furnish you with the details but they were not numerous. 

Mr. FLEMING: That is the case where the purchase price did not cover the 
encumbrances? 

Mr. WRIGHT: Yes, that was the only case, and that information can be 
supplied to you. 

Mr. FLEMING: Thank you then Mr. Wright. We may take it in all cases, 
and they were not numerous, where the purchase price offered by the Veterans' 
Land Act was not adequate to cover the encumbrances, the Veterans.' Land 
Act-  subsequently increased the purchase price on the particular parcel by an 
amount sufficient to cover the encumbrances? 

Mr. WRIGHT: Not in all cases. They refused in more than one case. 
Mr. FLEMING: Who refused? 
Mr. WRIGHT: The director of the Veterans' Land Act refused, in a number 

of cases, to pay the required amount so the offer with respect to that particular 
parcel was withdrawn, and those would be included in the properties we after-
wards sold by public tender. 

Mr. FLEMING: It all comes down to this, eventually, of the total number of 
parcels *old by the custodian to the Veterans' Land Act, in no case was the 
purchase price increased except in the odd case where the encumbrances 
exceeded the amount of the purchase price. 

Mr. WRIGHT: Where the director of the Veterans' Land Act desired to 
obtain title. 

Mr. FLEMING: Were there any cases included in the 741, I am not speaking 
of the 769 but in the eventual 741, where the director of the Veterans' Land 
Act did not choose to pay the additional amount required because of the 
encumbrances? 

Mr. WRIGHT: Not in those they actually acquired. 
Mr. FLEMING: We may take it in all those cases the director of the Veterans' 

Land Act did increase his price to cover the encumbrances? 
Mr. WRIGHT: In the case of all those he eventually secured title to, yes. 

Otherwise we would not have conveyed. 
Mr. BURTON: Would Mr. Wright be able to tell us how many parcels 

would be involved in those increases? 
Mr. WRIGHT: I can obtain that information from Vancouver but I have 

not got it today. 
Mr. FLEMING: Can you find out the amount of the increases? I take it 

there would not be very many. 
Mr. WRIGHT: I believe we could go through the records and obtain that 

information. 
Mr. BURTON: Mr. Murchison would be able to tell us this. Were the 

veterans to whom those lands were sold charged with the increase paid to the 
custodian? 

The WITNESS: Yes. 
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Mr. BURTON: With the result that "A" bought a piece of land from the 
custodian that had been free of encumbrances for $100? 

The WITNESS: That is right. 
Mr. BURTON: And "B", buying adjoining property that was worth approxi-

mately the same amount, owing to the fact that there had been encumbrances 
on it, was forced to pay $150. 

The WITNESS: That is possible. 
Mr. IsNoR: But, on the other hand, the Veterans' Land Act may have 

purchased it for $75 but the encumbrances might have brought it up to $100. 
Mr. JAENICKE : Are you asking this in connection with the 741 parcels? 

Mr. FLEMING: Yes. 
Mr. JAENICICE: Does not the list show how much the increases were? 
Mr. FLEMING: No, the list shows first of all the J. L. number, and then 

the name of the owner, the appraisal by the Soldiers' Settlement Board valuators, 
then the sale price. 

Mr. JAENICKE : Upon which the price is based. 
Mr. FLEMING: That is the price paid by the Soldiers' Settlement Board 

to the custodian. Then column 5 is the V.L.A. file number, and the sixth column 
is the price sold for by the V.L.A., the seventh column is headed "Remarks", 
and there are remarks opposite some cases. 

Mr. JAENICKE : It has not got a column showing the expenditures made by 
the V.L.A. on some parcels for the building of houses and things like that. 

Mr. FLEMING: There would be an opportunity to put that in the remarks 
column if it was necessary. 

Mr. IsNoR: What is the total number of cases included in that report? 
Mr. FLEMING: I have not counted them all. I take it they areothe 741 

which correspond with the total purchases made. I am going by Mr. Shears' 
statement which was printed in the record by reason of a motion by Mr. 
Cruickshank. 

By Mr. Fleming: 
Q. Just before leaving that, Mr. Murchison, in those cases where you raised 

the price, you were prepared to raise the price paid to the custodian in order 
to get title to the property?—A. Yes. 

Q. And this is one case where you were prepared to raise the price from 
$3,682 to $4,000 in order to obtain that parcel?—A. That is right. 

Q. Now you mentioned that the purchase price was $4,000 in the remarks 
column. I take it that was sold to a veteran.—A. No, that remark means it 
was the purchase price paid to the custodian. What page is that on? 

Q. Page 31, item J.L. 438. It is the last item that has a remark on it on the 
page.—A. Yes. 

Q. Do I infer from that it was sold to a veteran for $4,000?—A. Yes, it is 
listed in the appropriate column as sold to a veteran for 1 ,000. 

Q. Mr. Wright, I take it Mr. Chairman, will give particulars of those 
amounts and the inveases. This is the first we have heard of it. 

Now on page 34 there is an item I would like to ask you about. It is 
J.L. 462 at the bottom of the page. The Veterans' Land Act paid $1,611 and 
sold what we are told was part only to the Secretary of State for $1. What is 
the explanation?—A. I am sorry, I would have to look at the individual file to 
explain that to you. 

Q. I would be obliged if you would do that as it is the first we have heard 
of a sale back to the custodian. This is a piece of property which was sold 
back to the Secretary of State for $1. 
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The CHAIRMAN: I understand Mr. Wright has particulars on that. 
Mr. FLEMING: I would stop now and ask Mr. Wright if he would explain? 
Mr. WRIGHT: I have not the details, but relying on my memory, we sold 

a parcel out in Mission, to the director. It was a corner lot and on the corner 
property was a building which belonged to an association. 

Mr. FLEMING: What kind of an association? 
Mr. WRIGHT: One of the Japanese associations. We arranged with the 

01111 director to have sufficient land returned to the Secretary of State in order that 
we might have land for the building and not be required to move it. We 
found that the orders in council which were passed did not cover association 
properties and we could not convey. 

Mr. FLEMING: In other words the order in council touched only the 
property of individuals? 

Mr. WRIGHT: That is correct. 
Mr. FLEMING: And this was a matter of a formal transaction, with the $1 

consideration being purely a formal recital. 
Mr. WRIGHT: In order to have enough land to avoid moving the building 

this transaction was put through. 
Mr. FLEMING: Was that conveyed to the Secretary of State as the custodian 

of enemy property? I was wondering bow the Secretary of State enters into it. 
Mr. WRIGHT: In all conveyances the Secretary of State, acting in his 

capacity as custodian, conveys. We usually put in the transfer "The Secretary 
of State acting a custodian pursuant to the revised regulations". 

Mr. FLEMING: Very well, we can take it this conveyance was obtained 
from the Veterans' Land Act by the custodian in order to rectify a sale where 
he had stepped beyond his powers in selling property that was not vested in him. 

Mr. WRIGHT: Yes, in so far as the building referred to is concerned. 

By Mr. Fleming: 
Q. The next item I wish to ask about is on page 35, J.L. 463. Mr. 

Murchison, your department paid $678 and we are told it was sold by you for 
$231.85 and in the remarks column it says "Purchase price $800, one part sold 
(BC/2406-B), one part remaining subdivision—see appendix 3".—A. Yes. 

Q. Will you explain the purchase price? I will repeat that there is a 
reference to an appendix. Are we to understand the $800 was for a group of 
parcels and this item represents a particular parcel covered by the number 
J.L. 463?—A. I am sorry to take up your time but I would like to see the 
reference to the appendix referred to in the remarks column. 

Q. I have looked at appendix 3 and I do not see parcel J.L. 463 included 
in it, Mr. Murchison.—A. Neither do I. I have an explanatory note on another 
appendix. In the case of 463 the custodian's sale price was 	78 and the 
actual purchase price paid was $800. The explanatory note is that the cus-
todian was unable to deliver title and the offer was cancelled. It was sub-
sequently bought in December 1944 at $800. 

Q. In other words you did eventually realize 	00 on the sale of this 
parcel?—A. Not yet, we have made a partial sale of that lot for $231.85 and 
the balance of it is in a remaining subdivision which has not been sold. 

Q. I do not quite follow you. Where does the $800 figure come from?—A. 
I have just explained at the outset the purchase price allocated to that lot was 
$678, but the custodian was unable to deliver title at that price and our offer for 
that parcel was cancelled. Those were negotiations in 1943 and it was 
subsequently bought in December 1944 at $800. 

• 
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Q. You bought it from the custodian at $800. Was that included then in 
the original 741?—A. It would not be included with the original 741 but it would 
included in the final list of Japanese propeyty acquired. 

Q. This was one where we can take it, as far as the total amount paid by 
you to the custodian was concerned, it was not included in the 741 for which 
you paid something like $848,000 approximately? I am just quoting that figure 
from memory. This was the subject matter of a subsequent purchase negotiated 
between you and the custodian, and, whereas the price on the basis of the 741 
purchased by you would have been $678, later, when you buy it from the 
custodian as a result of negotiations, for that particular parcel you are willing 
to pay $800?—A. Yes, a year later, over a year. 

Q. I take it if there had been any others included—by the way, were there 
any others in the same class, purchases made by you subsequent to the 
conclusion of the 741 parcels?—A. Speaking from memory I believe the were 
a few, not a large number. There were those which were excluded or dropped 
from the first offer for reasons-1, that the custodian could not deliver title, or 
2, that the purchase price was beyond what we were prepared to pay. I would 
say that this was a case when a year later, the custodian was disposing of this 
by public tender, we decided to accept it at 00 whereas in the first place our 
offer was listed at $648. The number of cases similar to that would be limited. 

Q. May I ask if Mr. Wright has a note of those particular parcels so we 
can see what advances there were in the prices? 

Mr. WRIGHT: I have not a list of those, Mr. Fleming, but in our return it 
is shown that the Veterans' Land Act paid $836,156 and that might not include 
any subsequent offers made. There were very few. 

Mr. FLEMING: May I take it there were a few of those parcels that were 
the subject matter of sales subsequently arranged and not included in the 741, 
but included in the figure of $836,000? 

Mr. WRIGHT: That is possible. 

By Mr. Fleming: 
Q. Now that is something new, Mr. Chairman, I think we want to get to 

the bottom of that. We have understood all along, I say to both Mr. Murchison 
and Mr. Wright, that the figure of $836,000 was calculated on a pro rata basis 
on all 741 properties; I say pro rata with reference to the appraisal made by the 
Solders' Settlement Board valuators.—A. 768. 

Q. And that was cut down to 741?—A. It was finally cut down to 741. 
Q. Do I understand from Mr. Wright's last statement, included in the 741 

there were some where the price was advanced for one reason or other beyond 
the price for which it would have been purchased on the pro rata basis?—A. 
Yes, and, if you will bear with me, I have some notes here which I think will 
cover the point you are raising. 

Q. Is that a new table?—A. No. it is not. 
Q. Is it in the statement?—A. Yes. On the custodian's file J.L. 145, the 

listed price was $1,352. Our note is the custodian was unable to deliver title 
and the parcel with withdrawn. It was subsequently bought in December, 1944, 
at $1,425, as against $1,352, the original figure. Item 173 of the custodian's file; 
the original sale price was $1,132 and there was an error in computation. Our 
actual purchase price was $426 because there was a fire loss recovered by the 
custodian before the director got title to the land. 

Q. That was an adjustment to the agreed price, it was not a change?—A. 
No. Our file number 180 shows the custodian's sale price was $2,041. Now the 
original appraisal covered two lots. The custodian was unable to deliver title 
to one lot and therefore we purchased the other one for $1,465. There is a case 
where the custodian's records show the sale price as $2,041 whereas the actual 
price paid by the director was $1,465 on only one lot of that property. In file 
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number 175 there is a minor bookkeeping omission. The quoted sale price in 
the custodian's return was $1,489.90 but the actual price paid was $1,489, a 
difference of 90 cents. In connection with J.L. 123, that is another case where 
there were two lots involved in the appraisal in the one property. The sale 
price listed by the custodian was $2,054 and here again the custodian was able 
to deliver title to only one lot and, therefore, we paid $1.600 for that lot to which 
he was able to give us title. On item J.L. 693 the listed sale price was $1,689. 
This was a case where the custodian was unable to deliver title. The original 
offer was cancelled and the parcel was later bought in January of 1946 by the 
director for $2,500 from the custodian. I would just point out there that 
approximately two and a half years had elapsed between the original offer and 
the time we had actually purchased the property, during which time there was 
a very great change took place in conditions. Item 438 shows the listed price 
by the custodian as $3,682. This was a case where the custodian was unable to 
deliver title and the parcel was withdrawn. It was subsequently purchased in 
July 1945 by the director at $4,000. 

Q. That is one we have already had.—A. 'Yes. In connection with item 
J. L. 447 there is a difference there of $10 between the price quoted by the 
custodian and the price paid by the director. $42 is the price quoted by the 
custodian while $32 is our record of the actual price paid. On file J. L. 463, 
you have dealt with that one before, the custodian's price was $678 but. it was 
subsequently bought by the director in December 1944 at $800. File 474 has I 
think a typographical error. The custodian's sale price is listed at $3,004. and 
the actual price paid was $3,044. File 522 shows the listed price by the custodian 
as $591 and our records show a purchase price there are $491. File J. L. 612 
shows the listed price by the custodian as $.5.246. That is recorded in our books 
as being withdrawn at the time but it was brought by the director in August 
1945 at $6,000. Now that is all the information I have as to any increase in 
prices which took place following subsequent negotiations. 

The CHAIRMAN: If I may say something at this point, I understand from Mr. 
Wright, that would be the only information he could get from Vancouver if he 
requested it. I think, however, that it covers the point. 

Mr. FLEMING: I would suggest before we go any further that the table 
which Mr. Murchison has just read be printed in our records and Mr. Wright 
can check it. If he does find there is anything inaccurate he can report it to 
you and we will have it complete both from Mr. Murchison and Mr. Wright. 

The CHAIRMAN: The table will be included in our records. 
The WITNESS: I would not like to have it thought the figures I quoted cast 

any reflection on the custodian or Mr. Wright's department. These figures are 
as taken from our records and there are obviously a few bookkeeping omissions 
in them, but I would be very glad to produce the statement here so that it can 
be checked. 

Mr. FLEMING: I think that it ought to be printed. 
The CHAIRMAN: Mr. Fleming has moved that the table be printed. Is it 

carried? 
 

Carried. 
Mr. WRIGHT: In our return, which is included in the report, there is an item 

of $836,256, from the Director, the Veterans' Land Act, and the next item with 
r"  respect to the sales of real estate is $1,868,080.66. Some of those subsequent sales 

may have been included in the second item, and might not refer to the Veterans' 
Land Act item. This would have to be cleared up by our Vancouver office. I 
could get that information. 

Mr. FLEMING: I think it would be well to do that. Some of these advanced 
prices referred to in Mr. Murchison's table might not be reflected in the figure 
of 36,000 odd. 
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Mr. WRIGHT: They might be reflected in the second item and I will 
endeavour to clarify that. 

Mr. FLEMING: The next item is on page 41, J. L. 539, Mr. Murchison. 
Mr. JAENICKE: What is the name? 
Mr. FLEMING: Okimi. 

By Mr. Fleming: 
Q. There has not been any figure given of the sale by the Veterans' Land 

Act but the remark is "sold by official administrator". Can you explain that?—
A. That would be a case where the property was in the hands of the administrator 
of the mentally incompetent and it was excluded. 

Q. This would be one of those that were dropped when you reduced the 
gross of 769 to the net of 741?—A. That is correct. 

Q. Then on the same page, J. L. 612, there is a list of properties that belong 
to the River Fish Company Ltd?—A. Yes. 

Q. The sale price when sold to you by the custodian was a total of $5,049; 
$118; $79; which I make to be a total of $5,246. There is no note here of a sale 
by the Veterans' Land Act administration but the remark is "total purchase 
price for three parcels ,000". Can you explain that Mr. Murchison, please?—
A. I can only assume, sir, it was a case where it was necessary to increase the 
purchase price. 

Q. In other words you are still holding the parcel?—A. Yes. 
Q. The custodian has presumably received $6,000 perhaps for adjustments 

or for some other reason. The next one is on page 46, J. L. 795. There are two 
items under 795, the first parcel was purchased by you from the custodian for 
$2,926, and the second one was apparently purchased for $245. Your statement 
shows that the first one apparently has not been sold but that the second one 
for which you paid $245 was sold for $2,000 to Henry Frederick Hollings, civilian, 
as a cash sale.—A. I think that was one case I referred to in my opening 
statement in my evidence before the committee. It was a bush lot on Salt 
Spring Island. 

Q. We are quite clear then that the original parcel for which you paid 
$2,926 you are still holding?—A. That is right. 

Q. While the second item, for which you paid $245, you sold for $2,000 cash 
to Henry Hollings, a civilian.—A. I believe that sale was made last year. 

Q. You have attached to your table some seventeen appendices. I do not 
know that I would like to take the time to comment on all those in detail but 
if there is any general explanation on those I think it would be useful to the 
committee if you would give it? Number one is the Haney subdivision. You 
put a number of these parcels together, 39 lots in all and you paid a total of 
$6,634 for the land, you sold the twenty lots for $6,106.59 and you are holding 
nineteen lots to realize a small balance of $527.41?—A. Yes. 

Q. You are going to make a profit on those, obviously, when you sell 
them, do you not think, Mr. Murchison—A. No, because the lots which have 
been sold are the most attractive. Those which remain are rather outlying and 
bush covered and it would be our intention, if those lots are to be sold to 
veterans, they would be sold for what remains against the account. 

Q. I take it when you put together a group of parcels for the purpose of a 
subdivision, when you sold the individual lots to veterans, you sold on a new 
plan and not by the old description? Am I right in that?—A. Yes. 

Q. Therefore, when you made your individual sales on the new plan to 
.veterans, you did not sell them or could not sell them on the basis on which you 
bought the lots.—A. Not in all cases. It would depend on the subdivision plan. 

Q. I take it, in very rare cases only, a lot in the new plan would be 
identical with the lot on the old plan when you bought it?—A. Yes, but I 
do not think you should overlook the fact shown in the first appendix, in the 

sales that have already been made in that Haney subdivision, existing improve-
ments, permanent improvements, are valued at $4,800 and were included in two 
lots which were sold. That takes up a very large amount for the twenty lots sold. 

Q. Very well, we come down to this. Apart from this statement of improve-
ments you have made, you have realized from the sale of twenty lots practically 
the entire purchase price, and you have nineteen lots left which you are 
prepared to sell. Are you prepared to sell those to veterans for $527.41 or would 
it have to be $527.41 plus the $4,800?—A. $527. The $4,800 are included in two 

IN 	lots already sold. 
Q. Are those amounts in addition to the $6,059?—A. No it is represented 

by the sale of the twenty lots sold. 
Q. Let us get that quite clear. The amount owing against the remaining 

nineteen lots, as far as your department is concerned, is $521 or is it a total of 
the $521 plus the $4,800?—A. The $521. 

Q. That is all you have to get out of the lots to break even?—A. That is all. 
Q. I take it what you said about the Haney subdivision will apply to the 

other cases? It will be a very rare case where a lot you sold to a veteran would 
be identical to the lots as you acquired it from the custodian?—A. Yes. 

Q. And therefore, there is not, as regards these properties, any immediate 
available yardstick, by which you could measure whether you have sold to a 
veteran at the price at which you bought?—A. No more than I can give you 
my assurance- that the price paid for the lot was properly apportioned impar-
tially on the sales to veterans. That is something for which we must take the 
responsibility. 

Q. I know it is your responsibility but I want to understand that clearly. In 
the case where you sold the parcel under the same description under which you 
purchased it from the custodian, it is a simple matter for us to compare the price 
at which you bought it and the price at which you sold it to the veteran who 
was getting the benefit of the low price at which you purchased it, but, in the 
case of these lands which were grouped together and re-subdivided, it is not 
possible for us to have a ready yardstick for comparison. It is a matter of 
your system as to whether the veteran paid any more than a fair value to be 
assigned to that particular lot on a new plan?—A. That is right. 

Q. Then on appendix number 2 you have acquired a total of thirty lots 
for $4,847 and you sold twenty-six of those lots for $3,912. You have also 
four lots to be sold at $935.—A. Yes. 

Q. In appendix number 3 it is shown you bought thirty lots for a total of 
$15,453 and you sold eighteen lots for $14,508.80. You have twelve to be sold, 
which you are holding for $945.—A. Yes. 

Q. In the fourth subdivision there were seven lots which you acquired 
for $4,937. You sold two lots for $5,590 and you are holding four lots for 
$1,346.05.—A. I think you have quoted me incorrectly. The total cost price 
was $4,937 and two lots were sold— 

Q. Three lots were sold in the subdivision and I gave you the figure of 
$3,590.—A. I thought you said $5,000. 

Q. No $3,590.95. 
Mr. JAENICKE: You said $5,000. 

By Mr. Fleming: 
Q. I am sorry, I was making a mental addition but you are holding four 

lots for $1,346.05.—A. That is right. 
Q. I take it you are not going to lose anything on this subdivision? 
The CHAIRMAN: Why should they lose anything? 

• Mr. FLEMING: Just a moment please. 
The WitivEss: No, I do not think we will. 
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By Mr. Fleming: 
Q. I think you have made that quite clear. The reason I mentioned the 

comparison I am seeking, is to try and draw a basis, or a line, respecting those 
sold with those which are left. Coming to the last appendix, number 17, I take 
that as an example that comes within the question asked by Mr. Jaenicke. There 
were four properties of Japanese apparently taken in that subdivision grouped 
together at a total cost price to the Veterans' Land Act of $2,210, and the note 
is that these lands were sold to the Corporation of the District of Surrey as a 

• 
sewage disposal plan, sale price $2,800—A. Yes. 

Q. Did the sale embrace all the properties shown in appendix 17?—A. Yes. 
Q. And therefore on this you made a profit of approximately $600 on the 

sale?—A. I would not call it a profit sir, I think we quite legitimately took into 
consideration carrying charges, administrative charges, and so on, from the time 
we took over the land. 

Q. Now Mr. Murchison, that is a new angle which you bring up. You 
were asked previously when you were before the committee about cases of sales 
of any of these properties acquired from the custodian where there had been 
an advance of the sale price; when you sold over the price at which you bought— 

Mr. Isiwa: To veterans? 
Mr. FLEMING: These are sold to non-veterans. Three instances were given 

by Mr. Murchison with respect to sales of non-veterans. 
Mr. ISNOR: But the question was asked him in connection with veterans. 
Mr. FLEMING: The answer given to us by Mr. Murchison was with respect 

to sales to non-veterans, the first one was the Westminister Priory, the second 
was Mr. Hollings and I forget the name of the third one. 

By  Mr. Fleming: 
Q. In any event this is another one, Mr. Murchison, which you bought for 

$2,210 and you have sold it to the District of Surrey for $2,800.—A. Yes. 
Q. That one was not mentioned to us and you took strong exception to the 

use in certain quarters of the word "examples" as applied to the three instances 
you gave. Now you and Mr. Wright have given explanations, on several of 
these parcels, which I think called for an explanation in view of the remarks 
attached on your statement, and it looks in the net result as if there were about 
a dozen of these parcels altogether, or close to a dozen,—I am not saying that 
figure exactly—where the sale by your department was at a price in advance of 
that at which you bought? Now have you any comment to make on that Mr. 
Murchison?—A. I was speaking from the best information that had been given 
to me by my departmental officers when I made my statement. 

Q. Well, Mr. Murchison, in fairness to the committee you did not say then 
that you were going on information given to you by someone else. You were 
very positive, so positive that you came back a second day and made a statement 
in very emphatic terms on the subject. Now it appears that your statement was 
incorrect and that there have been a number of other parcels, that I have men-
tioned that I think would number about a dozen, that were sold by your depart-
ment at a price in advance of the price you paid for them.—A. I do not think 
there were a dozen. I do not think you can find a dozen in these schedules. 

Q. I am not saying it is an exact dozen but I, have given you about a dozen 
ai  examples this morning in the review we have made, and I am asking you now 
41F if you do not think the statement you made at the previous meeting was 

incorrect? It does not matter for a moment on whose information it was given.—
A. I will admit the statement was incorrect in so far as the three parcels being 
sold in advance of the price they were purchased for is concerned. 

Q. That is the question you were asked and that is the statement on which 
you were so emphatic to the committee. I am speaking of the sales to non-
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By Mr. Fleming: 
Q. If you are not aiming to make anything on the subdivision, there is a 

great difference in the lots on this plan and somebody is going to get the 
remaining lots for much less than the purchasers of the first lots which were 
sold?—A. I do not think that has been shown at all. As I say, we paid $4,800 
of the $6,600 which is represented by improvements on two lots. There was 
another one a moment ago where the .sales of the lots totalled $14,508.80 out of 
a total cost of $15,461 for the bunch. In those sales, improvements valued at 
$13,100 were included in seven of the lots sold. 

By Mr. Jaenicke: 
Q. Have they all been sold in that case?—A. No, there are twelve lots left. 
Q. Have you got a sample of where you have a subdivision sold, all of it? 

—A. No. 
Q. Showing what you paid for them, what improvements you made, and 

what the soldiers paid to you?—A. I have not got such a sample. 
Q. There are always some left?—A. There will be some left until the tag 

ends are picked up. Obviously the most attractive pieces are in demand first. 

By Mr. Fleming: 
Q. Mr. Chairman, I do not think I need take the time of the committee to 

go over these appendices. This is all to be printed and it is part of Mr. 
Murchison's statement. It shows in each case where there was a subdivision, 
the number of lots on the new plan which have been sold and the part remain-
ing?—A. That is right. 

Q. We will just take another as an example. Here is number 16. This is 
a case where there were seven lots that cost the D.V.A. $1,375 and six have been 
sold for a total price of $1,297.80. One lot remains to be sold for $77.20.—
A. That is probably all it is worth. 

Q. Well do you know the lot? Are you saying that of your own personal 
knowledge?—A. No, I am saying that from the figures I see before me. 

Q. It is an inference you are drawing from the figures?—A. Yes. 
Q. Well let us confine ourselves to actual knowledge. 
Mr. JAENICKE: All those lots do not show improvements? There was talk 

about the Veterans' Land Act putting on improvements in some of these places. 
Does that show in the statempnt? 

Mr. FLEMING: There are just two subdivisions out of seventeen where 
improvements are made. 

The WITNESS: Let me correct that, sir. They are not improvements made 
by the director of the Veterans' Land Act, they are improvements which existed 
on the property when it was taken over by the custodian. None of those sale 
prices to veterans represented any improvements made by the director, or on 
behalf of the director. 

Mr. JAENICKE: But you told us a few meetings ago that the veteran might 
have paid several hundreds or thousands more for the property because you put 
improvements on it? 

The WITNESS: Yes, when we come to sell bare land to veterans there might 
be an increase reflected by putting up a home or buildings. 

Mr. JAENICKE: But the construction and the cost of it is separate from the 
figures you have given to-day. 

The WITNESS: Yes. 



veterans in advance of prices paid by the V.L.A. and I am now content with 
your statement when you say that it was incorrect. 

The CHAIRMAN: Are there any other questions of Mr. Murchison? 
I do not want the following remarks to be construed as a reflection on Mr. 

Fleming's examination this morning but, as the chairman is entitled to express 
an opinion, I cannot see where all this leads us, except to the conclusion that there 
might be a correction to the statement he made the previous time. 

Mr. HOMUTH: Just a moment. 
The CHAIRMAN: I am not passing any judgment, I will give you an oppor-

tunity to speak when I am through. 
Mr. HOMUTH: Well I would like— 
The CHAIRMAN: I am just expressing a personal opinion, I am entitled to do 

that just as is anybody else. 
Mr. FLEMING: I take exception, Mr. Chairman, to that. If the time has 

come for general argument in the committee or general discussion, then it is 
within your prerogative to lead off on that discussion. 

The CHAIRMAN: I have already asked if there are any other questions and 
before the witness goes out I can express an opinion. I cannot see that there has 
been anything wrong disclosed in this morning's questions or anything that 
would be against the public interest. 

Mr. FLEMING: I just want to express this thought. If there are no other 
questions Mr. Murchison, may be excused as a witness and we are perfectly at 
liberty to discuss this. 

The CHAIRMAN: I have asked the members if they had any other questions 
and there were none. I am now expressing an opinion which I should be entitled 
to express. 

Mr. JAENICKE: Have you read the previous evidence in connection with 
the matter? 

The CHAIRMAN: I have. 
Mr. JAENICKE: You have? 
The CHAIRMAN: Yes, perhaps not all of it but most of it. 
Mr. JAENICKE: The purpose of Mr. Fleming's examination was to show that 

the Veterans' Land Act might have made profits out of soldiers on the sales, and 
that we have got to investigate. We have made a report as far as the Japanese 
are concerned and that is done with. 

Mr. FLEMING: No, it is not done with. Our report has been submitted to 
the House, or I should say it will go before the House when Mr. Isnor moves 
adoption of it. We had not completed the evidence on which we are basing the 
report and Mr. Cruickshank, in a motion, asked for the information which has 
been produced. There are two things here in my submission. We have additional 
evidence, and this is a matter of argument, and if we are now having argument, I 
say the additional evidence is to the effect that the price paid by the Veterans' 
Land 9ct administration to the custodian for them any Japanese owners was not a 
fair price, and again, that some of those prices show an advance. 

The CHAIRMAN: Is it inferred that there was not a fair price? 
Mr. FLEMING: We had some evidence and this is additional evidence pointing 

to that very fact. We had in the former evidence three cases where Mr. Murchison 
intimated there were sales at prices in advance of those at which 'he bought. Now 
we find, and I have brought them out, that there were around a dozen. It has 
also been shown, I submit, that the prices paid to the custodian by the director 
of the Veterans' Land Act were not fair prices representing the market value of 
those properties. 

L. 
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Mr. JAENICKE: I agree with you there. 
Mr. FLEMING: In the second place, Mr. Murchison's statement on a previous 

occasion, was to the effect those three properties, which he then said were all 
the properties sold to civilians at prices in advance of those paid by the director 
of the Veterans' Land Act. There has been no attempt made to pass over to the 
Japanese owners the benefit of that sale at an increased price. Now we find 
that there are not just three, but there are others, and still no attempt has been 
made to return to the original owners the proceeds of the sales at higher prices. 

411 I think there is also an important question in the light of the proceedings of 
the committee, where a witness came before the committee and was very emphatic 
about the three sales. He came back at the next meeting and made a statement 
at some length with very great emphasis which, I think we felt should not have 
been before the committee but it went on the record. Mr. Murchison objected 
in the strongest terms, scathing terms, to the use of the word "examples" as 
applied to those three sales on the basis that there were only three. On that 
basis, and with that objection, he took up the time of the committee to belabour 
a journalist, a prominent member of the press gallery, respected by all of us, for 
using that expression. Now we find there were not only three examples, there 
were ten or a dozen. I think further we should go into this very carefully by 
reason of the fact that one department is dealing with another, for which the 
government, at cabinet level takes the responsibility, and very grave injustice has 
been done to people who could not protect themselves, namely these Japanese 
owners. 

Mr. JAENICKE: I would like to state my opinion on a matter which Mr. 
Fleming has raised. The unfortunate publicity which we got was because the 
Veterans' Land Act was accused of selling soldiers land for higher prices than 
those at which the pracels were bought. I do not think the evidence establishes 
that. 

Mr. FLEMING: I do not think that was ever the question. 
Mr. JAENICKE: There were some sales to private individuals that were 

considerably more than the price paid and I say that the Japanese owners should 
be compensated, as we have already recommended. I, myself, was not satisfied 
with the report however. 

• Mr. IsNoa: Were you not here when the report was approved? 
Mr. JAENICKE: Unfortunately I .was in another committee. 
Mr. ISNOR: It is unfortunate because it was unanimously approved. 
Mr. JAENICKE: So I understand. 
MT. ISNOR: There is no understanding about it, it is a fact. 
Mr. JAENICKE: I think it could be made plainer. The strongest evidence we 

have concerning the Veterans' Land Act and the fact that the property was bought 
too cheaply is at page 1,15 and '116 where these forty-three parcels were sold 
to private individuals for $82,000 as against the offer of the Veterans' Land Act 
for $38,000. That, in my opinion, is the strongest evidence we have before this 
committee that the offer of the Veterans' Land Act was away below the actual 
value. The three, or four, or half a dozen, or dozen, parcels which have been 
mentioned to-day are only additional evidence, as far as I can see, that the 

Alk Japanese owners ought to be compensated and the matter should be investigated 
by parliament through a commission. 

Mr. WARREN: I have been wondering if Mr. Fleming is trying to indicate or 
to prove that it is something of a crime that some of these properties were sold at 
an advance of price to civilians. Has a crime been committed? 

Mr. HOMUTH: Well it ought to go back to the individual owners. 
92278-21 
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• Mr. FLEMING: We should not have been told there were not other sales of 
this kind with such emphasis. 

The CHAIRMAN: There was also a great lapse of time during which there were 
taxes and administrative costs mounting up while they had the land. 

Mr. FLEMING: That has not got anything to do with this at all. 
Mr. PROBE: The director of the Veterans' Land Act himself was prepared 

to raise his figure in purchasing certain of these properties to a point where his 
price exceeded the appraisal which his department put on the land. I think 
that is an important point, because it suggests, to my mind, that his appraisal 
had been exceedingly modest in setting the value on the various parcels on 
which the director offered to purchase. The director himself was perfectly 
satisfied that he could afford to pay more, because he did so for certain parcels. 
I did not intend to break in on the trend of the question but that was one thing 
that ran through my mind. The director himself thought he could pay more 
without doing an injustice to the clients he represented. I wondered if Mr. 
Murchison would care to comment on that? 

The WITNEss: Mr. Chairman, I think, from the information I have pre-
sented here, that in any case where there was an increase agreed to, the amount 
was comparatively small. Without checking the details it is my impression 
that in no case was the increase in an individual parcel more than about ten per 
cent. 

Mr. PROBE: But undoubtedly you felt you had a safety margin and you 
could offer mare? 

The WITNESS: Yes, but in many cases where an additional price was 
demanded we declined to pay. The number of cases where we agreed to increase 
was, after all, very limited in relation to the over-all size of the transaction. 

Mr. Homuni: Might I ask Mr. Isnor when he is going to move adoption 
of the report. 

Mr. Isicoa: I was going to move it last Friday, but at the request of Mr. 
Fleming, a member of the committee who is very interested in the work, I 
postponed making the motion on that day. 

Mr. FLEMING: Thursday was the day. 
Mr. Isicoa: Yes, Thursday. Now that Mr. Fleming has returned I think 

it will be done in the very near future. 
Mr. FLEMING: I think I would like to add that, when speaking to Mr. Isnor 

on the matter of moving it on Thursday, a meeting was being called on Friday 
to hear Mr. Murchison's evidence. I was here on Friday but Mr. Isnor and 
agreed there was not much point in moving it when there was another meeting 
to finish up the evidence. Mr. Isnor very kindly agreed with that, and be and 
I both took it just as a matter of convenience. 

Mr. MAcooNNELL: I have been away but I would like to ask a question. 
If I had been here I would have had the information, but is it the feeling that 
where an additional amount was received by the authorities over and above 
that given to the original owners, notwithstanding the considerations which 
have arisen, that any advance should go to the original owners? 

Mr. JAENICKE: There was a suggestion in the correspondence but I do not 
think it was contained in the agreement. There is some evidence that the 
Veterans' Land Act would turn over any profits. 

Mr. MACDONNELL: Would it be proper for this committee to express such 
a view and would that be the view? 

The CHAIRMAN: I think that has been more or less covered by our recom-
mendation that an inquiry be held and a commission be set up to hear the 
claims. Those claims can come before the commission which we have 
recommended. 
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Mr. ISNOR: It is a big question which is raised by Mr. Macdonnell. We 
have discussed it at some length and I doubt whether it would be wise to reopen 
the question to-clay. The purchases were made in 1941 and the sales made in 
1942, 1943, 1944, 1945, and 1946. Naturally prices have increased and I think 
the committee felt that was a feature which would have to be taken into 
consideration by the commissioner or the commission. 

The CHAIRMAN: There is another angle to it. If we are to extend the 
benefit to the first owner of any advance in price, we might be led to consider 
what the actual price is now. The actual price is even higher now, and I under-
stand many of the individuals who purchased from the department have sold at 
a profit. If the Japanese could say the real value of our land would be so much 
now, it would open a wide field. I think that is one of the things which should 
be in the hands of the commission which would hear the cases and make repre-
sentations to the government. Are there any other comments? 

Mr. GOLDTNG: Did you have some comment Mr. Chairman? 
The CHAIRMAN: I think the only point is that it is quite late. We better 

not call the other witnesses and I move that we adjourn until to-morrow morning 
at 11.00 a.m. to hear Dr. Coleman and Mr. Mathieu. Mr. Fleming was not 
here when they appeared and I understand the other members were all through, 
but we agreed to postpone the balance of their evidence so Mr. Fleming could 
ask questions. I move that we adjourn until to-morrow so as not to have to 
change the agenda for next week. 

The meeting stands adjourned until to-morrow. 

The meeting adjourned at 1.05 p.m. to meet again Friday, June 27, 1947 at 
11.00 a.m. 
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File Vendor 
Purchase 

Price 

	 $ 3,099.00 
664.00 

1,455.00 
668.00 
803.00 

J.L. 248 	Morikawa, K 
J.L. 72 Tamura, M. & T 	 
J.L. 73 Kumamoto, H. & T 	  
J.L. 74 Kumamoto, K. & T 	  
J.L. 122 	Nakano, A 	  

6,259.30 6 Lots sold—Total Sale Price 

File 	Vendor 

J.L. 39 	Oike, JK. 	 
J.L. 70 	Takashita, T 

$ 	527.41 19 Lots to be sold at 	  

Purchase 
Price 

$ 	746.00 
589.00 
542.00 

1,827.00 
1,178.00 

File 	Vendor 

J.L. 22 	Tatabe, K 	  
J.L. 34 	Tonomura, M 	  
J.L. 23 	Shikaze, K 	  
J.L. 136 	Umetsu, K 	 
J.L. 88 	Watanabe, Y 	  

1 Lot to be sold at 	 $ 	233.88 

File Vendor 

APPENDIX No. 3. 

Purchase 
Price 

J.L. 471 	Imahashi, T. 	  
J.L. 400 	Ono, S 	  
J.L. 405 	Ono, S 	  
J.L. 570 	Yamashita, M 	  
J.L. 475 	Nakamura, S 	  
J.L. 644 	Morioka, K 	  
J.L. 643 	Nakamura, H 	  

$ 	3,626.00 
1,094.00 
1,332.00 
1,588.00 
1,571.00 
3,312.00 
2,938.00 

TOTAL COST PRICE 	  
Less Sale of Fencing from J.L. 644 	  

$ 15,461.00 
7.20 

Gyotoku, U 

Mukai, 

J.L. 61 
J.L. 52 	Tazumi, A 
J.L. 42 

APPENDIX No. 1. 

HANEY SUB-DIVISION 

TOTAL COST PRICE 	  
Less $75.00 for buildings sold 	  

APPENDIX No. 4. 

Purchase 

File 	Vendor 	 Price 

J.L. 296 	Yamada, S 	 $ 2,327.00 

J.L. 678 	Imanura, K. 	991.00 

J.L. 678 	Imamura, K 	1,619.00 

TOTAL Cosa Prucz 	 $ 4,937.00 
2 Lots Sold Prior to Sub-Division at 	3,005.10 
1 Lot Sold After Sub-Division at 	585.85 

4 Lots remaining to be Sold at 	 $ 1,346.05 

	

N.B.—Existing Permanent Improvements were included in first 2 lots sold 	 

APPENDIX No. 5. 

File 	Vendor 

J.L. 69 	Nakahara, H. 	  
J.L. 105 	Hosaki, I 	  
J.L. 68 	Kawamoto, S 	  

TOTAL COST PRICE 	 8 7,213.00 

4 Lots remaining to be sold at total of 

N.B.—Existing Permanent Improvements included in 3 of the 6 lots sold. 

TOTAL COST PRICE 	5,537.00 

8 Lots sold for 	
5,303.12 

N.B.—Existing Permanent Improvements included in the Lots sold. 

APPENDIX No. 7. 
HERBERT SUB-DIVISION 

File 	Vendor 

J.L. 518 	Naruse, H. K 

N.B.—This parcel combined with the E. H. Herbert property for Sub-Division purposes. Lots 
sold at their proportionate cost. 

Purchasing 
Price 

$ 	4,075.00 

18 Lots sold—To-1'AL 	 

12 Lots to be sold at 

$ 15,453.00 
14,508.80 

	 $ 	945.00 

File 	Vendor 

APPENDIX NO. 8. 

Purchasing 
Price 

	 $ 	1,106.00 
1,178.00 

579.00 

TOTAL COST PRICE 	
$ 2,863.00 

3 Lots sold, Total Sale Price 	
1,709.10 

4 Lots remaining to be sold at total of 
	 $ 	1,153.90 

953.70 

20 Lots sold—Total Value 

l'oTAt  COST  Piiicz 	  
Less Sale of Buildings on J.L. 22 	  

26 Lots sold at 

4 Lots remaining to be sold at total of 	  

$ 6,709.00 
75.00 

Purdhase 
Price. 

$ 2,362.00 
3,113.00 
1,738.00 

APPENDIX NO. 6. 

Purchasing 
Price 

$ 	3,392.00 
2,145.00 

$ 6,634.00 
6,106.59 

N.B.—Existing Permanent Improvements valued at $13,100.00, included in 7 of lots sold. 

N.B.—Existing Permanent Improvements valued at $4,800.00 included in 2 of Lots sold. 

APPENDIX No. 2. 

MISSION SUB-DIVISION 

$ 4,882.00 
35.00 

$ 	4,847.00 
3,912.00 

$ 	935.00 



390 STANDING COMMITTEE 

File Vendor 

TOTAL COST PRICE 	 $ 	2,210.00 *Existing Permanent Improvements were included in the 4 lots sold. 

APPENDIX No. 13. 

Purchasing 
Price 

$ 	785.00 
3,514.00 

These lands sold to the Corporation of the District of Surrey as a Sewage Disposal 
Plant Site. 

SALE PRICE 	 $ 2,800.00 

3 Lots to be sold for Total of 	  2,277.58 

PUBLIC ACCOUNTS 	 391 

APPENDIX NO. 14. 

Purchasing 
File 	Vendor 	 Price 

J.L. 530 	Takahashi, F 	 $ 2,646.00 
3 Lots sold—Total Sale Price 	2,071.00 

*2 Lots remaining to be sold for total of 	 $ 	575.00 

*Existing Permanent Improvements included in the 3 Lots sold 	 

J.L. 244 	Eto, S 	  
J.L. 245 	Kusano, A 	  

APPENDIX No. 9. 

Purchasing 
Price 

2,835.00 
1,623.00 

APPENDIX No. 15. 

Purchasing 
File 	Vendor 	 Price 

J.L. 474 	Ebata, G 	 $ 3,044.00 

J.L. 493 	Nakamura, G 	982.00 

TOTAL COST PRICE 	 $ 4,026.00 
50,00 

Less Fire Loss Recovery on J.L. 493 

$ 	3,276.00 

N.B.—These parcels combined with the Jessie Tait property for Sub-
Division purposes. Lots sold at their proportionate cost. 

Less Sale of Buildings on J.L. 474 

APPENDIX No. 11. 

File Vendor Purchasing 
Price 

J.L. 440 
J.L. 472 

Imahashi, I 	  
Watanabe, U. 	  

5 	I , 989.00 
2,982.00 File 

J.L. 466 
Vendor 

Takahira, S 	  
TOTAL COST PRICE 	  

4 Lots sold—Total Value 	  
	$ 	4,971.00 

2,879.00 

J.L. 490 Takahira, S 	  

TOTAL COST PRICE 	  
2 Lots to be sold—Total Value 	  6 Lots sold—Total Sale Price 	  

$ 	2,092.00 
1 Lot remaining to be sold for 	  

NB.—Existing Permanent Improvements in Lots sold. 

File 	Vendor 

J.L. 422 	Fujii, H 	  
J.L. 677 	Yamada, K 	  
J.L. 455 	Kamiya, J 	  

APPENDIX No. 12. 

Purchasing 
Price 

$ 	800.0G 
2,947.00 
1,005.00 File Vendor 

TOTAL COST PRICE 	  
4 Lots sold—Total Sale Price 	  

*3 Lots remaining to be sold for total of 	  

$ 	4,752.00 
4,477.00 

J.L. 578 
J.L. 579 
J.L. 906 
J.L. 636 

Obana, K 	 
Obana, E 	 
Honda, G 	 
Tanizaki, M $ 	275.00 

APPENDIX NO. 16. 

Purchasing 
Price 

$ 	1,209.00 
166.00 

$ 	1,375.00 
1,297.80 

5 	77.20 

APPENDIX No. 17. 

Purchasing 
Price 

$ 	516.00 
147.00 
565.00 
982.00 

J.L. 506 	Sassa, T 	  
J.L. 476 	Sato, T 	  

TOTAL COST PRICE 
5 Lots sold—Total Value 	  

	 $ 4,299.00 
2,021.42 

J.L. 601 	Takata, H. Y 	  
J.L. 602 iWakai, S. and 

LWakai, C. 

TOTAL COST PRICE 	  
1 Lot sold at 	  

4 Lots to be sold at 	  

N.B.—Existing Permanent Improvements included in Lot sold. 

File 
	

Vendor 

File 
	

Vendor 

$ 	3,976.00 
700.00 

TOTAL COST PRICE 	  
TOTAL SALE PRICE 

(4 lots) 

$ 4,458.00 
	 $ 4,458.00 

APPENDIX No. 10. 

Purchasing 
Price 

$ 	669.00 

1,754.00 

$ 2,423.00 
671.00 

$ 	1,752.00 
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APPENDIX "B" 

According to Veterans' Land Act files, Appendix "A" requires amendment in the following particulars 
to record actual sale prices:— 

Custodian's 
file 

JL 

V.L.A. 
file 

BC 

Custodian's 
sale price 

Actual 
V.L.A. 

purchase 
price 

Remarks 

$ 	cts. $ 	cts. 

145 311-P 1,352 00 1,425 00 Custodian unable deliver title and parcel withdrawn; 
subsequently 	bought 	in 	December, 	1944, 	at 
$1,425.00. 

173 313-P 1,132 00 426 00 The increase of $353 recorded should be a decrease 
representing fire loss recovered by the Custodian 
before sale to Director. 

180 329-P 2041 00 1,465 00 Original appraisal covered 2 lots. Custodian unable 
deliver title to one lot. 	The figure recorded as 
an increase should be shown as a decrease. 

175 2051-B 1,489 90 1,489 00 

123 2058-A 2,054 00 1,600 00 Appraisal covered 2 lots. Custodian able to deliver 
title to but one lot. 	The increase of $227 should 
be shown as a decrease. 

693 2449-A 1,689 00 2,500 00 Custodian unable deliver title and original offer 
was cancelled. 	Parcel later bought in January, 
1946, at $2,500. 

438 2699-A 3,682 00 4,000 00 Custodian unable deliver title and parcel withdrawn. 
Subsequently purchased in July, 1945, at $4,000. 

447 571-P 42.00 32.00 

463 466-P 678 00 800 00 Custodian unable deliver title and offer cancelled. 
Subsequently bought in 	December, 	1944, at 
$800. 

474 643-P 3,004 00 3,044 00 

522 677-P 591 00 491 00 

612 750-P 5,246 00 6,000 00 Recorded as withdrawn but bought by Director 
in August, 1945, at $6,000. 

OTTAWA, June 6, 1947. 

WITNESSES: 

Dr. E. H. Coleman, C.M.G., K.C., Deputy Custodian of Enemy Property; 
Mr. A. H. Mathieu, M.B.E., Assistant Deputy Custodian, and Mr. K. W. 
Wright, Counsel. 

• 
OTTAWA 

EDMOND CLOUTIER, C.M.G., B.A., L.Ph., 
PRINTER TO THE KING'S MOST EXCELLENT MAJESTY 

CONTROLLER OF STATIONERY 
1947 



MINUTES OF PROCEEDINGS 

FRIDAY, June 27, 1947. 

The Standing Committee on Public Accounts met at 11 o'clock a.m., the 
Chairman, Mr. L. P. Picard, presiding. 

Members present: Messrs. Burton, Boucher, Case, Cloutier, Fraser, Glad-
stone, Golding, Hamel, Homuth, Isnor, Jaenicke, Macdonnell, Picard, Rinfret, 
Warren, Winkler. 

In attendance: Dr. E. H. Coleman, C.M.G., K.C.
' 
 Deputy Custodian of 

Enemy Property, Mr. A. H. Mathieu, M.B.E., Assistant Deputy Custodian, and 
Mr. K. W. Wright, Counsel. 

The Committee resumed its investigation into the administration of the 
Ottawa office of the Custodian. 

Dr. Coleman and Messrs. Mathieu and Wright were recalled. 

Mr. Wright filed a statement showing particulars of sales of certain proper-
ties owned by persons of the Japanese race, which, on motion of Mr. Warren, 
was ordered to be printed as Appendix "A" to this day's minutes of proceedings 
and evidence. 

Mr. Mathieu filed a statement of audit fees paid by the Custodian, which, 
on motion of Mr. Warren, was ordered to be printed as Appendix "B" to this 
day's minutes of proceedings and evidence. 

Questioning of Mr. Mathieu was resumed. 

The Chairman thanked the witnesses for their cooperation. 

Dr. Coleman, on behalf of himself and officers of his department, thanked 
the Committee for the consideration shown them in their examination. 

The witnesses retired. 

It was agreed that Mr. Watson Sellar be examined at the next meeting. 

At 12.30 o'clock p.m., the Committee adjourned until Tuesday, July 1, at 
11 o'clock a.m. 

A. L. BURGESS, 
Clerk of the Committee. 

92281-14 



MINUTES OF EVIDENCE 

HOUSE OF COMMONS, 

June 27, 1947. 

The Standing Committee on Public Accounts met this day at 11.00 a.m. 
The Chairman, Mr. L. Philippe Picard, presided. 

The CHAIRMAN: Gentlemen, I will call the meeting to order. First of all 
I want to state that Mr. Wright, counsel for the custodian, has supplied some 
of the information that was asked for yesterday by Mr. Fleming, concerning 
the sales of properties which were made subsequent to the Director V.L.A. offer 
for the numerous parcels listed on pages 174 and 175 of the minutes of 
proceedings of May 13.. I have also a document, tabled by Mr. Mathieu, 
setting out auditing fees paid by the custodian for World War I and World 
War H. Now I think it might be in order if somebody would make the motion 
to have these printed in the record. 

Mr. Warren moves that this return be printed in the record and it is 
seconded by Mr. Golding. 

Is it carried? 
Carried. 
We have with us this morning Dr. Coleman, Mr. Mathieu and Mr. Wright. 

Now most of the members of the committee were through with questions on the 
aspects of the custodian's office in Ottawa and the accounts of the custodian. 
At the meeting before last we had agreed, as a courtesy to Mr. Fleming, who 
has taken quite a part in the work of this committee, to have these gentlemen 
back before us. Mr. Fleming did not finish early enough yesterday with the 
other part of his work, and we could not call these gentlemen who had been 
waiting and we adjourned the meeting, with Mr. Fleming's consent, until this 
morning. Now I see Mr. Fleming is not here. 

Mr. MACDONNELL: Mr. Fleming asked me to say to you that family ties 
had called him to Toronto and I am to express his apology to you. He asked 
me if I would ask a few questions with regard to the subject matter of the 
committee's considerations this morning, and, with your permission, I will go 
on with those questions. Unfortunately, Mr. Chairman, I have been away 
a good deal and if I ask questions which have been covered before please stop 
me. 

The CHAIRMAN: You are entitled to ask any questions you wish. 
Mr. MACDONNELL: Yes, but I have no desire to ask questions on matters 

which may be.repetition. 
The CHAIRMAN: The witness himself may refer to the fact that he may 

have answered the question previously. 

11 	A. H. Mathieu, M.B.E. Assistant Deputy Custodian, called: 

By Mr. Macdonnell: 
Q. I wish to ask a few questions arising out of the evidence of Mr. Mathieu 

on June 24, Tuesday last. I will first ask one or two general questions 
regarding the growth of the department. I would like to have an idea of the 
staff which was in existence in 1939 and how much it grew? During the war, 
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I realize, Mr. Chairman, that a great deal of work was done, and I think wisely 
so, through banks, trust companies, and institutions of that kind, but could I 
just have for my own information, knowledge as to how much the staff did 
grow?—A. When the office started up in September 1939 there were four 
employees, myself, the counsel, and two secretaries. We then set out to organize 
the office and it increased gradually from those four to a peak, I am not 
quite sure of the figures and I would have to look them up— 

Q. Just give me a general idea?—A. The peak staff of the office I think 
was 129. 

Q. You state "the office started up." My understanding is that it was a 
continuation and had been carried on since the last war?—A. Yes, but in 1935 
I believe, the staff was disbanded because the work of the first world war 
and the reparations commission had been completed at that time and so, 
gradually from 1930 to 1935 the staff was disbanded and we just retained 
myself, a counsel and two secretaries. 

Q. Yes, well then on the other question regarding the procedure, J under-
stand in the, case of securities you dealt with them in the manner indicated 
in the evidence which seems to me very wise. When you actually ran into 
growing concerns, if you did run into businesses which were growing concerns, 
what did you do?—A. The first step would have been to appoint an inspector 
to examine the situation and it would depend on his report whether we 
appointed a supervisor or a full time controller. 

The CHAIRMAN: You mean the supervisor would be on a temporary basis? 
The WITNESS: Yes, to supervise the operation of the business. In the case 

of say, a limited company, the board of directors were continued but they would 
carry on their operations under the supervision of an officer appointed by us 
and always under the direct control of our office. 

By Mr. Macdonnell: 
Q. There were not very many of such cases?—A. There were very few going 

concerns which we took over in that way. 
Q. It would be a comparatively small number?—A. A few of them were 

liquidated in the early stages because it would not have been advisable to 
continue the business. One or two were continued for some time, and we still 
have on German company under active control. 

Q. Now coming to page C-1 of the evidence, may I read you just a short 
extract from what I think you said, Mr. Mathieu and then I will ask a question 
on it. You are speaking of dealing with countries that had been liberated and 
I will read you a sentence from your evidence: 

Then, in the countries that were liberated, as they were liberated, we 
had to go into the matter of releasing the particular property and from that 
time on we started our releasing operations. There had to be special 
agreements with the governments concerned because of the restrictions 
imposed by those governments and also due to the foreign exchange 
requirements. Up to date we only have one of these agreements in force, 
that is the one with France. It has been in force since March 22, 1946, 
and after a year and a half of application apparently we find it is not 
working to the satisfaction of both sides. 

And then reading a little further you say, "Agreements with other countries are 
still pending." 

Could you say a word as to why it takes so long, and by the way, there is one 
other thing I would like to interject here and you may include it in your answer? 
You say "We are considering the individual releases in necessitous cases 	provid- 
ing they supply us with the necessary information and a certificate of the 

government of their country establishing beyond any doubt that there is no 
enemy interest involved". 

When you say "no enemy interest" does that refer to our former enemy 
countries?—A. Belligerent enemies. There are two classes of enemies. 

Q. Would you just make it a little clearer as to why it takes so long with 
the liberated countries to reach an agreement? I realize it is not in your depart-
ment but I am anxious to know what the situation is?—A. Discussions had been 
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going on since 1945. At that time, of course, there was a draft procedure 
submitted to these governments and further discussions took place on the various 
clauses and the effects of those clauses in the proposals. The only country that 
accepted the proposal was France and that was signed, I believe, early in April 
and made retroactive to the 22nd of March, 1946. From then on we carried out 
the procedure of releasing property on direct application from the owners. 

Q. That is in France and the liberated countries too?—A. No, France. 
Q. Only in France.—A. The other governments had not yet approved of the 

procedure and they have been negotiating ever since. 
Q. Have you got readily available the amounts involved in France and the 

other chief countries? Are they large amounts?—A. You have a statement in 
my report. 

Mr. BURTON: What page is it on if I may inquire? 
The WITNESS: Page 12 of the report. You have d list of the allied territories, 

occupied allied territories. The assets reported for Belgium total $30,781,239.63. 
Then you have the other countries such as the Netherlands, Luxembourg, Norway, 

4 	Polan, Czechoslovakia, and the far east countries—China—representing a total 
over-all of $2,071,952.72. 

Mr. MACDONNELL: I do not want to take the committee's time on a lot of 
detail, 'but you have given an idea of the magnitude involved. What appeals to 
me, as a layman, is just what is the difficulty which is holding us up. You say 
the other governments have not agreed, and in the meantime the citizens are 
being hampered by this delay. I would like to know if there is not some way, I 
know international arrangements are not as simple as arrangements between 
two individuals, but is there not some way it would be speeded up? 

The WITNESS: I think it could be stated in a very few words that the delay 
is really due to the desire of the foreign countries to control the assets of their 
nationals which are vested in the Canadian government. 

The CHAIRMAN: In the case of the treaty with France do they let their-
nationals freely negotiate with you? 

The WITNESS: No. 
The CHAIRMAN: It still goes through the government? 
The WITNESS: They insist on having complete control of the property in 

Canada belonging to their nationals here. On the other hand the custodian must 
return those properties to the original owner and not to the government of the 
owner. 

By Mr. Macdonnell: 
Q. Is that true whether it is a liberated friendly country or an enemy 

country?—A. Well, enemy country property would be dealt with under the 
conditions set out in the treaties to come. In the case of liberated countries 
there would be not treaty but only an agreement. 

Q. What were the assets involved in the last war of property returned to 
enemies?—A. In the last war there were only straight enemy properties involved. 
We did not have invaded territories and the custodian had only property that 
belonged to persons in enemy countries. 
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Dr. COLEMAN: Holland was not occupied—excuse me for interrupting. 
The WITNESS: No, I was referring to France. 

By Mr. Macdonnell: 
Q. What was the principle? Was it to return everything, the property of 

enemies, or did we do anything to confiscate?—A. Under the treaties we did 
credit the German government with the proceeds of liquidation of the German 
property in Canada. 

Q. Am I correct in thinking the figure of $13,000,000, shown as a surplus 
paid over to the Consolidated Revenue Fund, was the proceeds of operations in 
the first war?—A. Yes. 

Q. And how would we have a profit?—A. Through surplus of funds which 
were invested after the war, those that were invested in the war period but not 
directly under the control of the custodian and just reported in the negotiations, 
and the fees that were charged on the release of properties to the three satellites 
of Germany at the time. Under the conditions of the Versailles Treaty Germany 
obligated itself to be responsible for the debts to its satellites, and the assets of 
certain countries such as Austria and Bulgaria were returned to them under a 
special agreement. We were entitled to charge, under that agreement, a fee of 
2 per cent on the value of the property returned after liquidation. 

Q. In other words it was part of the terms that Canada would get a fee of 
2 per cent for looking after enemy property?—A. Yes. 

Q. I see. 
Dr. COLEMAN: I should like to be permitted to elaborate just a little on Mr. 

Mathieu's answer, with your permission, Mr. Chairman. What is probably 
not made quite clear is, that there was set up, at the end of the last war, a clear-
ing office in London, and the debts owing to Germany were set off against the 
debts owing to Canada. Am I right? 

The WITNESS: Quite right. 
The CHAIRNIAN: I was just about to ask a question about reparations we 

got from Germany. If we realized on some German assets in Canada which 
should have been balanced with what they owed us on reparations, that was 
done? 

The WITNESS: Yes. 
Dr. COLEMAN: The actual returns were laid on the table of the House of 

Commons at an earlier session. It was computed at one time that in interpreting 
the Treaty of Versailles, Germany undertook to pay reparations they owed 
Canada of something like $1,000,000,000 but we never were able to collect it. 
The Canadian government was not able to collect it. 

Mr. CASE: Did we collect any part of it. 
Dr. COLEMAN: We collected something like $30,000,000 under the Treaty 

of Versailles. The enemy undertook to recompense Canada and the other allied 
powers for what they paid in carrying on the war, and that would be the whole 
war expenses, pensions and everything, and as I say, the aggregate was computed 
about 1935, which was the first time I had to make up a return. At that time it 
was something like $1,000,000,000. 

Mr. CASE: They sent over enough paper marks to pay the whole thing. 

By Mr. Macdonnell: 
Q. I do not want to press but just to clear up the point would it be correct 

to say this, the amount of $13,000,000 was built up from the percentage? Is 
not that what you said Mr. Mathieu? I think you said it was built up?—
A. Partly. 

Q. Partly, well at any rate whatever there was of that nature was applied 
but it is a very small payment on reparations. 

The CHAIRMAN: May I ask what the actual amount of reparations claimed 
is, not including as Dr. Coleman, said the cost of war pensions and so on, but 
just the actual claims of the Canadian government to compensate Canadian 
individuals for reparations. 

The WITNESS: Well, Mr. Chairman, I did not expect questions on that 
feature of our work and you will excuse me if I did not make it quite dlear in 
the first instance. This is all ancient history and it is so long ago that it is 
hard to go back to it, as we have been terribly busy in this war as compared to 
the last war. 

Mr. MACDONNELL : I do not want to press this. 
The WITNESS: The point is that reparations would be clearly defined. 

Reparation moneys did not come into the custodian's office. It is not really a 
matter that concerns the custodian's office. That money went direct, I would 
presume, to the war appropriations account of the last war, but the chairman 
probably had in mind the so-called claims field with the reparation commission. 

The CHAIRMAN: That is right. 
The WITNESS: Those are what you might call domestic claims for war losses, 

damage, loss of life, and various other categories that were accepted by the 
reparations commisison. That was a separate body from the custodian's office 
and the awards made by that commission were paid out of a vote of parliament 
and .not out of moneys that the custodian held. We carried out the mechanics 
of paying the awards in our office because it was more or less correlated with our 
office. The actual money to pay the domestic claims, as I might call them, was 
provided by parliament. The first commission that made its award completed 
its work in 1929 and the total award was approximately $6,500,000. Now to 
get the exact figure I would have to go back to the books. 

The CHAIRMAN: It is just approximately that figure? 
The WITNESS: That is approximately the figure that was awarded. As a 

result of that report being tabled in the House a lot of new claimants came 
forward. If you will look at page 30 of the report the total amount granted was 
$6,750,000. Subsequent to that, the Friel report, and when I say Friel report, 
that is the first. commission that made awards, upon being made public a large 
number of further claims that had not shown up previously were then reported 
and a third commission was then appointed in 1930 under commissioner Judge 
Errol McDougall. Judge McDougall completed his work and made his official 
report in 1933 whereupon the custodian made payment of all amounts awarded 
as well as the expenses of the commission out of a special fund provided by 
parliament which amounted to $4,200,000. Out of the Friel report four claims 
remain outstanding, amounting in all to $3,057.64, due to the fact that the 
claimants have never come forward to claim the money awarded to them by 
the Friel commission. The total balance held in the special reparations. account 
as of this date is $5.177.13, the difference between the amount of outstanding 
claims yet to be paid and the amount stated before represents interest, adjust-
ments and refunds of advances received during the life of the commission. 

The CHAIRMAN; So we received about. $13,000,000 actually from those 
properties and a little more than $10,000,000 of that amount was assigned by the 
reparations commission? 

The WITNESS: Yes, in payment of domestic claims. 

By Mr. Jaenicke: 
Q. We got a little away from the subject on which I was trying to interrupt 

before but if you will allow me, Mr. Chairman, I should like to ask the witness 
about a particular French company that I understand was under the control of 
the custodian. The matter carne up in the Banking and Commerce committee 
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last Tuesday. The company is an insurance company called La Fonciere 
Compagnie d'Assurance Mo'bilieres et Immobilieres. Did you have that 
company under your instructions.—A. Yes, through the superintendent of 
insurance. 

Q. Do you still have that company?—A. It is in the process of being released 
now. 

Q. If you release it do you have to get the consent of the French govern-
ment?—A. We require a certification by the French government, a consent of the 
French government is implied by the certification. 

Q. Before the assets are turned back?—A. In other words the form is sent 
in by the applicant company, or its officers, and attested before L'Office des 
Changes which is the foreign exchange body in France, a branch of the French 
ministry of finance, empowered to look after these matters in all countries. On 
page 4 of the application form, the officer of L'Office des Changes signs a 
certificate that there is no enemy interest involved in any part of that company. 
On the basis of the declaration by the applicant, and certification, the custodian 
can then proceed with the release of the particular property of that concern. 

Q. The French government has not yet consented to the transfer of that 
property?—A. That I am not sure of. There is a letter on my desk today but 
I have not had a chance to read it. The French officers of the company were in 
-to see me some time ago and they stated an application had been duly made 
and it was going through the French Embassy. I presume that if it has not 
reached the office that it is just about to be received and, according to the 
advance information I have, it seems there will be no objection to releasing 
control. 

Q. As far as the French government is concerned?—A. As far as the 
Canadian government is concerned. 

By the Chairman: 
Q. Have you had many claims from French nationals since this new agree-

ment has been passed?—A. Unfortunately, no. We have a total of roughly 
15,768 French accounts under our control. The last survey we made showed that 
only about 3,000 applications had been received out of the total number, and 
such applications we have received have been mostly for small amounts under 
$3,000; which you see by clause 4 of the application is clearly excepted from the 
certificates of l'Office des Changes. Apparently the French people who had 
money in this country, for certain reasons in their own country, due I believe to 
the French laws existing in France, were very reluctant to come forward and 
ask for certification of l'Office des Changes. We are receiving letters practically 
every day saying that they do not feel like going to l'Office des Changes to make 
application for release because they are satisfied that their funds are in good 
hands in Canada and they would prefer to leave them there. 

The CHAIRMAN: That is quite a compliment. 
The WITNESS: For reasons of their own, I suppose. 
Mr. MACDONNELL: They would prefer to have you operate them than go 

to l'Office des Changes. 

By Mr. Isnor: 
Q. I would like to inquire from the witness as to the jurisdiction of the 

custodian in respect to Japanese bonds held by people in Canada, whether 
there has been a fund set up to take care of that. You know what I mean?—A. 
That would no doubt be covered by the treaty with Japan which has not 
been made yet. 

Q. Have you similar treaties with other countries for claims already filed?—
A. No treaties have as yet been ratified by parliament. 
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Q. Are you accepting claims from individuals regarding bonds of other 
countries?—A. Yes, we are receiving claims. They are recorded on a register of 
claims filed by individuals and entered by countries. 

Q. And the same thing would apply to those holding Japanese government 
bonds?—A. Oh yes, they would claim for the bonds, and even cash; but no 
policy has as yet been laid down on account of the fact that no policy can be 
defined as to the treatment of these claims until treaties have been ratified by 
parliament. But under our regulations we are maintaining a register of claims 
that have already been filed. 1 may say that in comparing notes with other 
countries, such as Great Britain and the United States, because we are working 
this thing up in preparation for the work when the treaties are ratified, we do 
find that Canada is a little ahead of the others in maintaining records for future 
purposes. Of course, we are probably in a fortunate position owing to the fact 
that there was no break between the two wars, the office continued; therefore, we 
were able to profit by the experience of the first war and set up records in such 
a way that we would have available all the information possible. We are now 
getting all the material ready for the interdepartmental committee preparing a 
recommendation to the government with respect to certain steps which must be 
taken until the treaties are ratified with a view to formulating or recommending 
rather to the government the policy which should be followed in dealing with 
these claims for this war. 

Q. Has there been anything considered whereby Canadians holding bonds 
such as I have mentioned can negotiate loans on a guarantee from the govern- 
ment or from the custodian's office?—A. Not that I know of. 

Q. That has not. been considered?—A. Do you refer to bonds held in Canada? 
Q. In Canada, yes.—A. No. The bonds, of course, would be the property of 

the owner; and providing the individual owner had not been interned, even 
though he is a Japanese national, he would not be classified as an enemy, he 
would be entitled to retain his property. 

Q. No. I refer to a committee of business men holding Japanese govern- 
ment bonds. 

The CHAIRMAN: By that do you mean bonds of the Japanese government? 
Mr. MACDONNELL: Can he not deal in them freely? 
The WITNESS: He can deal in them freely if he can find any institution which 

will advance him money on the collateral represented by the bonds; I have no 
doubt he could have the benefit of them. 

By Mr. Jaenicke: 
Q. There is another question I would like to ask the witness. You mentioned 

a lot of French people who had money here and wanted you to keep it; do you 
invest that money?—A. Do you mean all accounts, or are you speaking of invest- 
ment accounts? 

Q. I mean just French accounts.—A. You are referring to the non-belligerent? 
Q. Those French people to whom you referred who want you to keep their 

money for them.—A. With the regard to the accounts which come under our 
control the accrued revenue has been capitalized from time to time. Since the 
resumption of correspondence or communications has again been permitted the 
owners are in correspondence with their former agents in Canada, such as a 
bank or a trust company; and they would probably give that agent directions 
to invest accruing funds in certain types of property or securities. That is 
always referred back to us for permission or refusal,' depending on the circum-
stances. In the case of French property, or as I should say French accounts, 
we usually permit the transaction, providing it is not a speculation which might 
endanger the value of the account. 

• 

1 



400 	 STANDING COMMITTEE 

Mr. MACDONNELL : Why would you not allow them to speculate if they want 
to, provided it is not injurious to our national interest? 

The WITNESS: Because this property is vested in the custodian and the 
owner has no title to it. We merely recognize the fact that because he is not an 
enemy some day he may be wanting the return of his property. We accept his 
directives providing they are reasonable. 

By Mr. Jaenicke: 
Q. What rate of commission do you charge on that now?—A. No commis-

sion. On that type of transaction we merely charge a fee for administrative .  
purposes when we release the property. 

Q. That is the two per cent?—A. It my be up to two per cent. 
Q. On all the years you hold it?—A. No matter how long we have had it, 

on the total value of the property on the date of release. 

By the Chairman: 
Q. And you consider that percentage adequate to meet your cost of opera-

tion?—A. Yes. 
Q. Does that cover all your expenses?—A. Well, of course the enemy 

property will have to carry its proportion of expenses, over all expenses. 
Mr. IsNoll: May I ask one other question in connection with these Jap-

anese government bonds to which I referred. If they are payable in London or 
New York would the claim be entered in England or the United States respec-
tively; or, would it be entered through the Canadian office?—A. A Canadian 
holding a bond of that nature in Canada would be entitled to file his claim with 
the custodian here, even though the bond may be held, say, in London or New 
York. If a British subject in London holds the same type of bond in London 
he would have to file his claim with the London authorities. 

By Mr. Macdonnell: 
Q. Just at a matter of interest, you refer to the fact that you, the custodian 

here, carried out the instructions received from principals in France, and you 
used the words "providing they were reasonable" speaking of investments. 
May I ask what you would consider reasonable? For instance, suppose a man 
wanted to sell his government bonds and invest the proceeds in stock; would you 
consider that reasonable?—A. Yes. What I had in mind in making the refer-
ence to reasonable requests were cases where the individual was asking for the 
transfer of funds outside the country. 

Q. Oh, I see.—A. We would not permit a transaction of that kind. 
Q. Oh, no; I can see that. But so far as investments in this country are 

concerned.—A. We would not object to them at all. 
Q. Then I have one other question. On page C-8 of the report of Tuesday 

last this statement is made by the witness—I think it is speaking about the 
'first war, as a matter of fact: 

During that period an audit of the funds in our office was carried 
on through the 'usual method and audit expenses were paid out of the war 
appropriation account. After we had succeeded in getting sufficient 
funds it was decided that the departmental war appropriation account 
would be reimbursed for all expenses up to that date. We did that and 
from then on the Auditor General had nothing further to audit because 
the funds we had were not considered public funds. 

I think I understand the principle involved there, but let me ask you this 
question: you say, they were not considered public funds. Would I be correct 
in saying that that meant that all during the business of the war, that applies 
to this war, too, the custodian was carrying on his operations free from any 
control or outside investigation of any kind, except the audit by private firms 
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from year to year; would that be a correct statement?—A. The purpose of the 
statement I made at the last meeting was to show the difference between actual 
public funds going into the consolidated revenue fund and the trust funds which 
were paid directly to the custodian. 

Q. Then that leads me to ask this question: the result of that seems to 
me to be that the custodian came into the control of huge amounts of money, 
and that this two per cent of capital realized and no doubt received by you as 
income—I will ask you to tell as what that was in amount; was he free to hire 
people on his own terms or were the civil service regulation's applied; or, just 
what did you do about that?—A. The civil service regulations were not applied 
to the officers or the staff of the office of the custodian. 

Q. Why was that?—A. Because of the terms of the order in council. Reg- 
ulation 6(3) covering the establishment of the custodian's office reads: 

6. (3) The custodian may estaiblish and maintain such office or 
offices as he thinks proper for the administration of these regulations 
and such other matters as may be delegated to him and may attach 
thereto such officers, clerks and advisers as he selects and they shall be 
paid such remuneration as the custodian determines. 

Q. Yes, that is the first point; and at this stage I shall not ask you to 
make any comment on it. I will just give my opinion, if I may, Mr. Chair-
man. It seems to me it left the custodian very, very wide open indeed; and 
one wonders why they were given such wide powers without any restriction of 
any kind, apparently, and why such broad powers were necessary. 

The CHAIRMAN: That is along the same lines, is it not, as the income tax 

office? 
Mr. MACDONNELL: Pardon? 
The 'CHAIRMAN: This procedure was along the same lines as that followed 

in the income tax office where the personnel do not come under the civil service 
commission. 

Mr. FRASER: May I ask this question at this point: was consideration 
given veterans in employment? 

' The WITNESS: Always. 

By Mr. Case: 
Q. Was there sufficient revenue from the enemy property to maintain the 

office of the custodian; or, from what sources did you obtain funds with which 
to pay the expenses of the custodians office?—A. That is derived from the 
investments of the custodian—bank balances, victory bonds—this money was 
coming in, and roost of it was coming into the office of the custodian and it 
represented non-interest-bearing moneys. They accumulated in bank accounts 
in Ottawa, and any time a government issue was made we received authority 
through the treasury board to invest in bonds of that issue, and the interest 
derived from that type of investment was credited to the administration account 
to take care of the expenses of the office; salaries, including all expenses; and 
for the purpose of creating a fund in case treaties imposed certain obligations, 
such as interest on debts--which usually is not an interest-bearing item—or 
other such commitments with which the custodian might be faced in the future, 
depending on the conditions set out in the treaties. The detail breakdown of 
investment is on page 15 of the blue book report. We have $22,651,500 invested 
in various victory loans. The interest on these bonds goes directly to the admin-
istration account pending final results, final disposition; meanwhile all expenses 
are charged to that administrative fund. 

Q. In other words, you have always obtained sufficient revenue to maintain 
the office?—A. Always. 
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Q. Now then, what becomes of the surplus—I suppose you cannot always 
get an even balance—what becomes of the surplus earnings of the invested 
funds? Is that turned over to someone or is it held by you?—A. That is to 
remain in our hands until the work is wound up when any surplus will be 
returned to the treasury. 

Q. And yet it never was wound up between the first and second war?—
A. It was, to a certain extent. In 1930 there was a secondary treaty with 
Germany returning the then unliquidated property. It didn't amount to very 
much, of course; but we had left at that date property unliquidated. That is 
what you might call unmarketable securities, such as securities for which there 
was no market Whatever. You could not sell them and you could not dispose 
of them. They were returned to the German government. There were a few 
parcels of real estate that were not completely liquidated. 

Q. Did that close out the account?—A. That closed out the operation 
between the clearing offices proper and the return of the unliquidated property 
—that was under a second treaty, which was for the purpose of closing out the 
account. That left the adjustment of certain things which were then pending; 
claims by third parties, for instance, for the return of securities which had been 
vested in the custodian and which formerly belonged to German nationals. 

Q. Well, in 1939 had the account been completely closed out; I mean, at 
the time of the new war with Germany?—A. We still had an amount of, roughly, 
half a million dollars set aside to take care of outstanding claims which had 
not been completely wound up. 

Q. And with the outbreak of the second war that would simply become—
A. That was retained in the first war account. 

By Mr. Homuth: 
Q. Are there any limitations as to the time which may elapse between the 

making of claims?—A. None whatever. 
Dr. COLEMAN: I might state for the information of the committee, Mr. 

Chairman, that there is a motion before the Exchequer court to-day for the 
purpose of disposing of one of these claims which came up in 1937. 

The CHAIRMAN: That is out of the first war. 
Dr. COLEMAN: My predecessor, Mr. Mulvey, told me that in 1928, when he 

was in England he had some contact with the British Board of Trade on this 
matter of claims carried over from the first great war, and I think he mentioned 
to them the delay in not being able to get a lot of things cleared up. The 
officials took him to an adjoining room where there were two or three gentlemen 
working, and they said to him: you may be interested to know that those 
gentlemen are winding up accounts of the Crimean war. 

By Mr. Case: 
Q. Am I to understand from what you have said that the claims arising out 

of the first great war are kept 'entirely separate from those arising out of the 
second great war?—A. Yes. 

Q. And then, what is the purpose of the fund to which you have just 
referred?—A. That is to cover claims which have been filed, or possible claims, 
from the first great war which have not been completed or wound up. 

Q. Do you keep the amount of the claims in connection with the first great 
war separate?—A. Quite. 

By Mr. Fraser: 
Q. I wanted to ask you what the income was last year from the account 

you held; have you got that? It would be over a million dollars I imagine. 
That would include the 21 per cent earned.—A. On page 16 of the blue book 
report there is a breakdown of administrative accounts. 
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Q. You will recall, Mr. Chairman, that only certain members received 
copies of that report.—A. We have an item here; this is in the assets: "accrued 
interest on Dominion of Canada bonds $180,335.06. 

Q. Didn't you say that you had $51,000,000 in bonds?—A. $22,000,000. 
Q. Oh, pardon me; I thought you said $51,000,000 	$22,000,000, I see. 

By Mr. Macdonnell: 
Q. Mr. Chairman, might I ask this question?—Would the witness tell us 

just what total income has accrued to the custodian from the commissions which 
have been paid so far? How much of property has the custodian handed over 
liquidated? The total amount of that would be some billions of dollars; do 
you have that at hand—A. The total amount up to December 1946 is $989,149.23. 

Q. Only $989,--?—A. 149.23. 
Q. That is the commission you had coming?—A. That was the commission 

on the assets realized up to that period. 
Q. Then the assets realized would be how much; roughly, fifty times that, 

I suppose?—A. Yes. 
Dr. COLEMAN: Yes, roughly $7,000,000. 

By Mr. Macdonnell: 
Q. Would you indicate the total amount which came into your hands?—A. 

The peak amount was roughly, $1,500,000,000; that, of course, included state- 
owned gold. 

The CHAIRMAN: Perhaps Mr. Mathieu would want to reconsider the 
questions asked by Mr. Fraser as to the interest earned. Can you give him 
that figure? 

The WITNESS: The exact figure—I had not turned over the page to the 
proper statement. The interest on investments—that would cover the interest 
on the bonds—the total up to the end of December 1946 is $3,139,332.66. That 
would include interest on bonds in Ottawa and bonds held by Vancouver, and 
similar investments made in London, England, where we carried an account 
in sterling and that would have to •be converted to Canadian dollars, as was 
'done in this statement. 

Mr. CAsE: You say, "up to"; what was it for 1946? 
The CHAIRMAN: Excuse me, gentlemen. May I have your permission to 

ask Mr. Rinfret to take my place for a few moments? 
(Mr. E. Rinfret assumes the chair.) 
The WITNESS: I haven't got the detailed amounts. 

By Mr. Case: 
Q. You haven't got the detailed amount?—A. No. 
Q. What period does "up to" cover; you said up to the end of 1946?—A. 

From the beginning of the war right up to then. 
Q. That is from 1939?—A. Yes. 

By Mr. Fraser: 
Q. That surplus which was held in 1939 would not be included in that?—A. 

No. All accounts for the first war are necessarily held quite separate from 
these accounts. 

By Mr. Macdonnell: 
Q. You have told us your income to date; and when I say income I am 

referring to the commission you charge as separate from the money coming 
in by way of interest earning; and I understood you to say that was probably 
$990,000. You have been in operation nearly eight years. Of course, your 
staff was not anything like as large when you began. Can you tell me what 
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the total expense of operating your office has been since it was opened in 1939? 
I would like to know how it compares with the commission which you are 
getting. In other words, I want to know whether you are carrying on business 
within the margin of the charge; what have been your total disbursements?—A. 
Total disbursements, including all the various sections, amount to $1,854,465.53. 

Q. Well then, in other words, you have spent $1,854,000; and your com-
missions up to date amount to $989,000; the balance then, I take it, is taken 
out of moneys from time to time in your hands?—A. The total revenue, 
including interest on bonds and on investments, and the interest on the bank 
accounts and the penalty interest which we receive during the course of 
operations— 

Q. That all presumably belongs to the owners?—A. No. 
Q. I mean, you are intending to return that to them when you give them 

back their money, apart fi'om your commission?—A. Not necessarily. The 
owner will get the exact amount which was coming to him. 

Q. I am afraid I have not made my question clear. The point I was trying 
to make is this: we do this business—if one may call it business—and collect 
a fee. These assets were received without remuneration, aside from the 
remuneration of the two per cent on the capital of the money finally turned 
over.—A. That is correct, but only on release of the property. 

Q. I see. Now so far, the commissions which you have received have fallen 
about $900,000 short of paying the cost of the office. Now the deficiency you 
pay out of income which comes into your hands, income or capital for that 
matter, which comes into your hands from those assets. I asked you whether 
you did not refer to those assets as belonging to individuals but you say no, 
and I understand the sense in which you say no, but equitably, and morally, 
does not that property belong to these people? Is that not the basis we are doing 
this on? It is property which comes into our hands as a nation and we look 
after and charge a fee for doing it. You surprise me, or what upsets my ideas 
is that it looks as if we were not charging enough in getting this 2, per cent. 
I thought it was enough to cover the cost of the business but you tell us it is not 
enough. 

Mr.CAsE: We have not had the total revenue. 
The WITNESS: I was merely asked concerning the revenue on bonds. We 

have other revenue outside of that. The total revenue including bank interest 
and penalty interest and the administration fees charged on releasing property, 
discounts and bond purchase premiums, and profits on bonds sold, makes a 
total revenue of $4,490,000 odd. 

The ACTING CHAIRMAN: Would it be a fair statement to make that you 
have sufficient property on hand, on which you can charge 2 per cent, and the 
revenue from that 2 per cent will be more than the difference between the 
$1,854,000 and the $989,000? 

Mr. BOUCHARD: I think probably he could answer in another way. I take 
it the $989,000 is an accumulation of money on property which you have 
already transferred back but there is a very substantial portion yet to be 
transferred on which you will charge your 2 per cent, which will more than 
overcome the difference. 

Mr. MACDONNELL: That does not seem to be a bit clear because they have 
transferred half the property back now and even if you charge the full 2 per cent 
on the whole of it you would only get, if my figuring is correct, about the amount 
which they have already spent running the department. You have spent 
$1,854,000 and there would,be only 2 per cent on $1,500,000,000. Now you have 
got $989,000 transferred, and $700,000,000 	let us multiply that by two— 
that would giye you just about the amount which you have spent now, or a 
little over, but we are not near the end of the course yet. My question is this, 

it seems surprising to me, and I will not say it is unsound, but it was a surprise 
to me how you seem to intermingle those funds as you do. You use funds 
which I thought was the property of or beneficial to the owners, to pay your 
ordinary expenses. If, in fact, as Mr. Case originally suggested, you are 
satisfied that the 2 per cent, when you come to the end of the course, will cover 
the position, that answers my question. I do not think I need to press it further 
except for this, and we hope we will not have any more wars, but I take it one 
of the points here is to learn any lessons we can for the future, and I do ask 
the question for consideration. 

By Mr. Case: 
Q. What is the attitude of the other countries and their custodians towards 

assets they may be holding of ours? Do they operate on the same basis?—
A. The Americans are operating on the same basis as we are. On all property 
that is vested they are going to charge probably more than 2 per cent when 
they return it. 

Q. Is that optional to the custodian?—A. No, it is under the law of the land. 
There is a bill which is going to be put through, I believe it has gone through 
congress now, permitting the custodian to return property, otherwise he would 
not have the right ta return the property because it is vested in the government. 

Q. Each country makes its own laws? There is no international arrange-
ment, and they are pretty well all on the same basis? ? 

Dr. COLFMAN: Great Britain charges 2 per cent and I think the rate in the 
United States is 3 per cent. 

Mr. BURTON: Mr. Chairman, if I may interrupt, and I hesitate to do it 
as I do not want to appear to be trying to shut off the discussion. That is 
the farthest thing from my mind, but since this committee has been set up I 
have attended every meeting. Yesterday I had to leave before the meeting 
was over and it was with a considerable amount of surprise, although being 
on the steering committee and it met previous to the meeting yesterday, that I 
received notice that this meeting was being called to-day. I was here before the 
chairman was here and I was quite prepared to be here. I have accepted my 
responsibility in serving on the committee but the greater part of this discussion, 
I submit Mr. Chairman, with all due deference to those who have been carrying 
it on, has been covered in previous meetings that we have had. In so far as 
interest on invested funds retained by the custodian is concerened, that has 
been explained'in previous meetings. The reason why I recall it is that I raised 
the question at the time, and the answer was where persons had invested money 
in bonds, such persons would get interest from those bonds, but money that had 
been turned in to the custodian that had not been invested in those kinds of 
securities did not receive returns. I must say that in the hour which I have 
spent here this morning, outside of the odd little detail which has been creeping 
into the answers, I have received very little benefit from this meeting and I 
wish to tell you, Mr. Chairman, that I have other work to do. 

The ACTING CHAIRMAN: I think the members of the committee will realize 
you are correct. 

Mr. MACDONNELL: As I said at the outset, and I would like to remind the 
chairman of this, I had been away. I asked the chairman to point out to me my 
error when I was covering ground which had already been dealt with. 

The ACTING CHAIRMAN: You chose a time when there was another chairman. 
Mr. MACDONNELL: I thought I guarded myself against repetition but, in any 

event, I am through. 
The ACTING CHAIRMAN: Is there any further discussion? 

92281-2 
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Mr. FRASER: Mr. Chairman, the statement regarding these people that have 
bonds was to the effect that they were going to get the interest, but it looks as if 
they are not going to get their interest. 

The WITNEss: Perhaps I had better explain the difference between the two 
types of funds. Those paid into the custodian's office at Ottawa are non-interest 

€191rilig items_ 
Mr. FILV-5FX: Non-interest bearing". 
The Wrr..-Ess: Yes_ Those that are bearing interest in investments are 

investment accounts, set up before the war, that came under our control but 
remained in the hands of banks. We could not set up an organization wide 
enough to take in, and transfer all those securities, and look after them in Ottawa. 
SO it was decided. banks being responsible bodies as are trust companies, that 
they should retain the accounts, continue administration and collection of 
dividends, and the changing of stocks where required. (where stock was called 
for redemption), and other ordinary procedures in the administration of security 
accounts. Those securities were left in the hands of banks under our control. 
No transactions took place, and no requests for transfers of funds were met, 
without the custodian being informed and giving his consent or refusal. The 
moneys that were in Ottawa were those that could no be maintained outside. 
They represented non-interest bearing items, so that those ainounts were immedi-
ately credited to the account of the owner. For instance, a commercial debt was 
collected from a debtor in Oanada and placed to the credit of the French owner 
and that amount is all the Frenchman is entitled to ask for. Meanwhile those 
funds accumulated in the bank accounts in Ottawa and they were the ones 
that were invested in bonds to pay the necessary costs of administration. While 
we may charge up to 2 per cent that will not cover all the expenses of the office, 
with the result that the revenue derived from the investment on the funds that 
belonged to the custodian—and mind you those funds were vested in the custd-
dian, the owner had lost his rights under the regulations—will serve to make up the 
difference in cost of administration and the other commitments that we may 
have to meet under treaties, whether private treaties or treaties with enemy 
governments. A large proportion of the funds that were paid in were funds 
belonging to straight enemies and they will have to be disposed of under conditions 
of the treaties. A smaller proportion of them would be for non-belligerents, for 
instance commercial debts with France, Holland, Belgium, and other countries 
that were occupied. The enemy accounts had to be collected and retained by the 
custodian until they are disposed of under conditions of the treaties to come. 

Mr. BOUCHER: Notwithstanding what my honourable friend says about 
wasting time, I do feel we would get some place if we discussed this point. You 
say the non-interest bearing funds, in effect, reached the hands of the custodian 
and were invested by the custodian. The revenue received by them was treated 
as part of the custodian's earnings, leaving two classes of people, one, those who 
had money invested in Canada in interest bearing sources, and the other those 
who had money in Canada not invested or invested in non-interest bearing 
quarters. Consequently you are asking, or, our policy is to ask those who had 
money in Canada in the hands of the custodian not having been invested, to bear 
some of the expenses of administration on behalf of those who had funds invested? 

The WITNESS: T am speaking there in general terms of the over-all picture. 
Mr. BOUCHER:' Really is not that the situation in principle? 
The WITNESS: The owner will get his money back if he is not an enemy. 
Mr. JAENICKE: That is it, you must distinguish between the one who is an 

enemy and the one who is not an enemy. That is where the confusion arises. 
Mr. BOUCHER: There is a little more than that. It is a fact that you have 

had his money invested. 
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Mr. JAENICKE: If he is an enemy we take his property. 
The WITNESS: His property remains here and will be applied against the 

reparations account. 
Mr.  BOUCHER: That has been a worry to me and I am not quite sure on 

it yet. 

By Mr. Jaenicke: 
Q. I have a concrete case of a Canadian Norwegian, a resident here, who 

was caught in Norway during the war. The custodian took over his farm and 
collected his rentals I presume. Now how was that collected?—A. The rent 
is collected and passed to his credit as it comes in. 

Q. And you would keep his account?—A. We keep an individual account 
for each individual owner. 

Q. Did you charge him for collection of that rental?—A. We only charged 
the collection commission due to the agency that was looking after the 
administration of the property in the field. 

Mr. FRASER: That would be 5 per cent, usually? 
The WITNESS: Yes. 
Mr. JAENICKE: I do not think they would charge 5 per cent. 
The WITNESS: No, some of them did not charge 5 per cent; they would 

only charge the usual bank rate for handling the business. 
Mr. JAENICKE: The property of which I speak has been returned and I 

have no complaint to make. I was just asking about it for information and 
the man was not an enemy. He was a Canadian citizen but a Norwegian 

By Mr. Case: 
Q. Do you mean to say an individual whose country was our enemy would 

lose his property on reparations?—A. Depending on the terms of peace. 
Q. I am speaking now of a German national, who has no association with 

the German government except that he is a citizen of Germany, and if he 
owned property in Canada and it was seized by the custodian, does he forfeit 
that property pending reparations?—A. That would be covered by the 
Reparation Act which was signed early in 1946. 

Dr. COLEMAN: May I answer that with your permission, Mr. Chairman? 
It would entirely depend on the treaties of peace. Under the Treaty of 
Versailles, Germany undertook to make reparations and Germany said to the 
victorious countries who were the other parties, "you will keep whatever German 
property you have in your hands and apply it on your reparation account 
and we, in turn,"—that is the German government,—"will undertake to com-
pensate our individual nationals". Actually when they did, owing to the 
inflated currency, I am afraid—I do not know whether that is the right verb,—
but I am inclined to think the individual German got very little out of his 
property. 

Mr. HOMUTH: In fact we are sure of it. 
Mr. BOUCHER:  IS it not a fact also, Dr. Coleman, in that regard, only the 

initially realized price on that property was credited to the reparation account 
and the other investment on the part of the custodian was not considered, it 
was considered otherwise as accruing to the expenses? 

Mr. JAENICKE: You did not take over any property of Germany nationals 
who were otherwise peaceful citizens of Canada? 

Dr. COLEMAN: Except for the persons interned, all properties were returned. 
'We had nothing whatever to do with the ordinary German in Canada who 
behaved himself. 
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June 27, 1947. 

Memorandum for the Public Accounts Committee 

In compliance with Mr. Fleming's request, the following information has 
been obtained from the Custodian's Office in Vancouver in regard to sales of 
properties which were made subsequent to acceptance of offers for numerous 
parcels listed on Pages 174 and 175 of Minutes of Proceedings before Public 
Accounts Committee, May 13, 1947. 

4*. 

Original 
Offer 

Final 
Offer Date Remarks 

$1,325.00 $1,425.00 December, 1944 Sale based on valuation by Mr. H. Menzies, Haney, B.C. 

678.00 800.00 December, 1944 Sale based on valuation by Mr. Ansell, of New Westmin-
ster, B.C. 

9,117.00 10,100.00 December, 1944 Property advertised in Catalogue published by Cus-
todian. 

Properties obtained through Official Administrator who took out Letters 
of Administration to Japanese Estates: 

Original 
Offer 

Final 
Offer Date Remarks 

$3,682.00 $4,000.00 July, 1945 Public Tender. 

1,689.00 2,500.00 June, 1946 Public Tender. 

The Director, Custodian's Office, Vancouver, further advises that receipts 
from sales of these five parcels are included in Summary of Realization of Assets, 
listed on page 57 of the General Report under Item "Real Estate Sales" which 
totals $1,868,080.66. 
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The WITNESS: The only restriction imposed on that type of man was he 
could not buy stocks in a Canadian company to try and get control of a 
Canadian company as a German national. 

Mr. Picard resumed the chair. 
The CHAIRMAN: Are there any other questions gentlemen? 
Well, this will be practically the last meeting with these witnesses. 

We have covered most of this phase of the work and there remained only 
the custodian's office in Ottawa and the accounts. If the committee members 
are satisfied that we are through we will release the witnesses. 

6 

	

	I am sure I express the opinion of the committee in thanking Dr. Coleman, 
Mr. Mathieu, and Mr. Wright for their willingness to answer our questions 
all the way through. They have given us the best information they could. 

Dr. COLEMAN: Mr. Chairman, may I, on behalf of the witnesses from 
the custodian's office, thank not only you but your predecessor, Mr. Isnor, 
and all the members of the committee for their courtesy. I assure you that 
if there is any further information that you want and which is within our power 
to produce we will be very glad to supply it, if you will just let us know. 

Mr. BURTON: Mr. Chairman, you fully expressed the appreciation of all 
the members of the committee but there is just one other question I would like 
to ask before you call the adjournment. Is it the intention of the committee 
to proceed along the lines we did before when we had completed one phase of 
our investigation? Is it the intention to prepare another further interim 
report?.  

The CHAIRMAN: I am quite prepared to assume the work. Since we are 
changing entirely the subject matter of work on Tuesday at 11.00 a.m., we will 
see Mr. Sellar for a general broad outlook of his work. 

Mr. HOMUTH  :  On Tuesday? 
The CHAIRMAN: On Tuesday at 11.00 a.m. and immediately after we finish 

with Mr. Sellar's general outlook of the programme we will take up the matter 
that has been brought forward by Mr. Fleming respecting the Veterans' Land Act 
administration in Sarnia. 

Mr. HOMUTH  :  That will be on Tuesday morning? 
The CHAIRMAN: On Tuesday morning Mr. Sellar will be here and if we do 

not get through with him at one session I might suggest, to please Mr. Fleming, 
that we have a second meeting on Wednesday and on ThUrsday or Friday we 
that has been brought forward by Mr. Fleming respecting the Veterans' Land Act 

The meeting stands adjourned until Tuesday at  11.00 a.m. 

The meeting adjourned at 12.20 p.m. to meet again on Tuesday, July 1, 
1947, at 11.00  a.m. 
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AUDIT FEES PAID BY "THE CUSTODIAN" 

RE: WORLD WAR I 

Periods Covered 

To 
Edwards, 
Morgan, 

& Company 

To Price, 
Waterhouse 
Company 
Montreal 

Audit Board 

From inception to February 29, 1944 	  $2, 975.80 	  
March 1, 1924 to November, 30 1924 	  960.48 	  
December 1, 1924 to November 30, 1925 	  1, 526. 52 	  
December 1, 1925 to December 31, 1926 	  1,245 80 	  
Audit Board from January 1, 1926 to February 29, 1928 	   	Paid by 	• 

Treasury 
not by 
Custodian's 
Office. 	No 
information 
in 
Custodian's 
Office. 

March 1, 1928 to September 30, 1930 	  $13, 094 . 25 
October 1, 1933 to March 31, 1931 	  2, 597 . 30 
April 1, 1931 to December 31, 1931 	  1,833.74 
1932 	  1, 185. 90 
1933 	  1,176.35 
1934 	  1, 562. 49 
1935 	  1, 202. 99 
1936 	  940.45 
1937 	  652.52 
1938 	  568.68 
January, February and March, 1939 	  141.70 
April 1, 1939 to December 31, 1940 	  275 00 
January 1,1941 to August 31, 1944 	  528 . 62 
September 1, 1944 to December 31, 1945 	  100.00 

RE:  WORLD WAR II 

Periods Covered 

Price, 
Waterhouse 

& Co mpany, 
Montreal 

Price, 
Waterhouse 

& Company, 
Vancouver 

P. S. Ross 
& Sons, 

Vancouver 

Interim Report covering period of September 2, 1939 
to December 31, 1940 	  $ 5, 567.65 	  

Official Report for period of September 2, 1939 to 
December 31, 1941 	  13,718.57 	  

1942 	  14,480.53 
1943 	  10,906.05 	  
1944 	  7,472.83 	  
1945 	  9,734.20 	  
Japanese Enemy Section Audit Fee 	  2,500 00 
Japanese Evacuation Section Audit Fee 	  4,109.61 
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MINUTES OF EVIDENCE 

HOUSE or COMMONS, 

July 1, 1947. 

The standing Committee on Public Accounts met this day at 11.00 a.m. 
The Chairman, Mr. L. Philippe Picard, presided. 

The CHAIRMAN: Gentlemen, shall we call the meeting to order. 
We have with us this morning Mr. Watson Sellar, Auditor General, and we 

would ask him to make a statement if he has one to make? 
Mr. Sellar will afterwards be at the disposal of the members to ask 

question. It has been agreed that this discussion would be on general terms. 
Mr. Sellar has the floor and is at your disposal. 

Mr. Watson Sellar, C.M.G., Auditor General, called: 

The CHAIRMAN: I suppose it would be in order to ask Mr. Sellar if he has 
a few words to say. 

Mr. IsNon: Yes, I think it would be nice to have a statement. 
The WITNESS: Mr. Chairman, you have before you the report for the fiscal 

year 1945-46. The items can be divided into various headings but I imagine 
you are particularly interested in those concerning you as representing the 
House of Commons in this committee. There are, in that regard, certain 
transactions to *hich I think you should give a little thought. There are several 
of them noted on page 2 of my report. One is: "Payments totalling $7,735,000 
(Canadian) were made to the United States government to the end that 
Canadian service forces may, up to March 31, 1947, select items from surplus 
stores and equipment of the United States service forces. No deliveries were 
made in the fiscal year. The effect is to relieve 1946-47 appropriations of the 
cost of such stores and equipment as may be selected." 

Gentlemen, the effect of that transaction, a good business transaction which 
I am not criticizing as such, is that we took $7,000,000 U.S. funds, lodged it with 
the secretary of the treasury in Washington, and authorized the army, navy, 
and the air force, to select from the surplus stores of the United States army 
and navy, for delivery in Canada and use in Canada, various surplus stores. Had 
that been done, had the selection and deliveries been made in the fiscal year, I 
would have said nothing, but no deliveries were made in that fiscal year and 
therefore, in effect, the government, instead of letting the appropriation lapse, 
is using $7,000,000 for future years. Actually, relatively little of that money 
was spent in the fiscal year last ended and the period has been extended to 
December next. That from the viewpoint of parliament, is of interest to you 
because the general law is that all appropriations lapse on March 31st. 

Mr. FRASER: On that point, at the present time the Minister of National 
Defence has announced that his department has bought just lately $50,000,000 
odd worth of equipment. How is that covered? 

The WITNESS: You are quite right, sir. My objection to this is a technical 
one. I say that it sliould be a charge to the appropriation for 1947-48 and not 
to 1945-46. It is merely from the viewpoint of control of the fund. I think we 
are getting big value for the money and my objection is just from your point 
of view in having control of public trusts. 
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Mr. ISNOR: It is a matter of judgment and business. 
The WITNESS: It is just one transaction. 

, The next one is contained in the following paragraph which deals with the 
settlement with the Netherlands. Under that settlement we owed the Nether-
lands government in round figures, $33,000,000 for services rendered to our army 
in the Netherlands. I think again the government made a very sensible and 
practical settlement. They sold $29,000,000 worth of surplus army stores, 
vehicles, equipment and so on in the Netherlands, to the Netherlands govern-
ment. There is a debt there that is not reflected in the appropriations and that 
is the only explanation I have on the matter. We settled up by delivering stores 
instead of reflecting it in a cash transaction in our accounts. 

Furthermore there was a sum of approximately $4,000,000 which was to 
settle any future claims. That was set up in an account, a sundry account, and 
that is held by the Department of Reconstruction for settlement. Belgium has 
the same sort of transaction. 

Mr. ISNOR: Before you leave that if that was set, up in Public Accounts 
it would have shown a credit of $4,000,000. 

The WITNESS: We would show first a sale of $29,000,000 worth of articles.' 
Mr. IsNoll: Yes. 
The WITNESS: The issue of payment to the Netherlands is charged to the 

appropriation in that amount. As it is we show merely a sale and wg do not 
show any charge to the appropriation. 

ISNOR: But you have mentioned it was not reflected in the books, 
the one item was $33,000,000. In other words the expenditure of $29,000,000 
therefore leaves a credit of $4,000,00. 

The WITNESS: Yes, and the $4,000,000 has been set up as a credit for 
settlements covering the period in the year 1946 after the 1st of April. It is 
not a serious matter but in principle you might take a little exception. The 
other item which I do not like at all, gentlemen, is to be found in paragraph 72. 

Mr. FRASER: What page is that? 
The WITNESS: Page 27. In connection with that transaction what happened 

was this. By an arrangement between the governments, the Netherlands gov-
ernment issued "X" quantity of guilders for the purpose of financing our army 
in the Netherlands. As we all know the soldiers went into black market opera-
tions and as a result the government is obliged to redeem $16,000,000 more of 
Dutch guilders than we had officially issued for army purposes. The Nether-
lands government is disputing their liability to redeem funds converted by the 
army into sterling through auxiliary services canteens and paymasters. The 
Department of Finance is actively seeking to get a settlement of this matter, 
but it does seem to me that should not have been covered up in a general army 
expenditures charge. In England they had a very large item of the same nature 
and a few months ago they went to parliament and asked for a special vote 
to cover the particular item. 

Mr. WINKLER: How large was the item in England? 
The WITNESS:  I am speaking from memory but I think'$100,000,000. 

By Mr. Macdonnell: 
Q. Was it disputed?—A. I did not read the  Hansard. 
,Q. But there they did ask for a special vote whereas here— A. We merely 

chate it to the account. 
Q. We show it two years later.—A. It is set out in Public Accounts and 

the controller of the treasury draws attention to it. There was no effort of 
concealment by anyone. No one is happy of course. I am not criticizing it 
from the viewpoint of the department report, but I do feel the transaction should 
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be made the subject of a special item so that you gentlemen have control over 
the consolidated revenue fund. 

Q. When the Canadian paymasters acquired that, as set out in paragraph 
72, were they acting without any authority at all? Did they just go ahead 
and convert it?—A. In my opinion they were, but on the other hand we have 
got to be fair to the man. He would not know the total number of guilders 
being redeemed, he would just have the number which he received. I think 
the control at the top should have known when the total was reached. The 
individual field cashier, and I am not criticizing him, would just know that he 
had "X" numbers of guilders on hand. 

Mr. FLEMING: There was nothing in the guilders to distinguish between 
those within the quota and those not within? 

The WITNESS: As I understand it they were just the standard currency 
of the Netherlands and they were not specially marked. 

By Mr. Macdonnell: 
Q. Am I right in this, the guilders which came into the possession of the 

paymasters were converted into sterling by the army. In other words what 
happened is that Canadian troops were doing big business and came along and 
asked the paymasters to have their money converted?—A. Yes. 

Q. Was that the ordinary arrangement?—A. Yes, that was the ordinary 
arrangement. 

Q. So, as Mr. Fleming has implied, it was difficult to know what they 
should convert and what they should not?—A. Yes. 

Q. They had no total check against it?—A. That was the situation as far 
as the individual was concerned. My view is that the control at the top 
of this thing should have put on the pressure at the right moment. 

The CHAIRMAN: If there had been a stop at a certain amount what would 
have been the result in dealing with guilders that had been acquired legally or 
legitimately by the troops, and what would have happened to the canteen 
funds? How would they have been converted? 

The WITNESS: I know you have got to take a loss on such matters. 
Having been a soldier in the first war I know that human nature is human 
nature, but I do think this control that I am speaking about might have been 
put on earlier than at $16,000,000. That was my thought. 

Mr. FLEMING: It was a question of control. 
The WITNESS: Yes. 
Mr. FLEMING: Then there is the matter of reporting to parliament and 

the authorization, Mr. Sellar? 
The WITNESS: It was just charged as a war expenditure charge to national 

defence under the heading of army services and you will find it at page N-12 
of the book. 

The CHAIRMAN: In England when they asked for the special vote, you gave 
us the figure of $100,000,000, how did it arise? 

The WITNESS: I would not like to say until I looked up the English 
Hansard and got the text. I actually read it in the Times and having read 
the article, I sent it down to the controller of the treasury, who was dealing 
with the thing. I am going from memory. 

By Mr. Macdonnell: 
Q. When you said there was a full disclosure at all points and therefore 

there was nothing to criticize from that point of view, when the payment was 
originally passed by the authorities and when I say by the authorities, I am 
not quite sure what authority I mean and perhaps you could tell me, but was 
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it not, at the time, within the knowledge of the people at the top who were 
approving expenditures that it was approval of which there was no authority? 
—A. I would think so but I have never been able to establish that. 

Q. Must it not have been so?—A. I would feel it was. Here is what the 
z Controller of the treasury reports in his report. I had not seen it when I wrote 
mine. It is found at page N-17 down near the bottom of the page opposite the 
letter I. "Surplus Currency Dutch Guilders—This amount represents the 
Canadian dollar equivalent of the 40,155,455.50 Dutch guilders acquired by the 
Canadian army authorities in excess of the amount made available by the 
Netherlands government for payment of Canadian troops in Holland. This 
surplus was developed through acceptance by Canadian army paymasters and 
field cashiers of guilder receipts accumulated by auxiliary services and 
regimental canteens and from the Canadian troops. Satisfactory arrangement 
for reduction of this currency by the Netherlands government had not been 
completed at the fiscal Sr-ear end." 

Q. Those amounts began to pile up and assume very formidable 
proportions?—A. Yes. 

Q. From time to time those amounts must have been uncovered or was it 
possible because during wartime there was one over-all appropriation and they 
just dipped into a common pot and took money?—A. Yes. 

Q. Where was the usual authority, the treasury board at this time? Did 
those amounts have to go before them?—A. No, those amounts would be made 
out of issues from London. 

Q. Was London just given a pot of money which they used as they liked? 
' —A. London was given "X" dollars for the cost of the field forces in Holland. 

Q. Then as far as you are concerned this had all been done when it came 
back to your notice, of course?—A. Yes. 

Q. Done many months before?—A. Yes. 
Q. Mr. Chairman, I think perhaps it may not be out of order to ask rather 

broad questions here. What bothers me is that we come onto these things when 
they are about two years old and I would ask Mr. Sellar whether there is any 
way in which this ancient history feature can be changed, so that we can be 
brought nearer to the present, or whether there could be some closer running 
supervision? I suggest that the question could be answered, not at length now, 
but if there are others on this committee who think the same as I do we might 
ask the Auditor General to consider, that question. 

The CHAIRMAN: May I say we had the War Expenditures Committee 
running during the war and if anyone had any question on matters of that 
nature they could have brought it to the attention of the committee. 

Mr. MACDONNELL: But did they know then? 
Mr. FLEMING: You would not have the knowledge of it other than receiving 

a report from an official. 
The CHAIRMAN: The Public Accounts Committee and the War 

Expenditures Committee were running and these matters could have been 
brought up. 

Mr. FLEMING: That is just one aspect but there has still got to be some 
method of expediting the reports. 

The CHAIRMAN: I am in agreement with you if you are trying to prevent 
these things happening. 

Mr. ISNOR: I think Mr. Macdonnell's comment is, as I see it, to bring us 
closer to the actual picture at a reasonable date. 

Mr. MACDONNELL : Yes. 
Mr. IsNoa: I think we are all in accord. 
The WITNESS: As the law is today I am required to produce a report to 

the House of Commons by the 1st of November. 
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Mr. IsNon: November 1st. 
The WrrNEss: This year I am giving you a report covering the period up to 

March 31st and that can be done as far as I am concerned very easily. The big 
problem is the printing of this big vblume. The actual audit work of the old 
year's accounts, as far as I am concerned, will be done in another thirty days. 
We are carrying our audit currently in the office and we are just cleaning up 
the accounts. The books are not closed yet officially by the Department of 
Finance and therefore we have not got a balance sheet or anything of that 
kind, but as far as I am concbrned there would be no difficulty in giving you 
my actual report on any date in October in any year. 

MT. MACDONNELL : The chairman has raised a very interesting point. 
During the war there was a committee which met currently. 

The CHAIRMAN: The War Expenditures Committee, to which any matter 
eçould be referred. 

Mr. MACDONNELL : Well it does not seem as if the War Expenditures Com-
mittee could have been given this information kn time. It does not seem as if 
they were given it currently and that is something which we may properly 
pursue. My que.stion is this': why should there, not be some kind of duplicate 
in peacetime to the War Expenditure Committee? Why should there not 
be some running current check in peacetime, not on every trivial detail but on 
anything which is unusual? Now is there any reason why it should not be done 
in peacetime as well as in wartime? 

The WITNESS: Well this is a subject which has been up in England in 
the last six months and they received a very extended report. The clerk of the 
House of Commons has recommended that the Public Accounts Committee 
and their Estimates Committee be combined into a single committee so they can 
deal with things currently. 

Mr. MACDONNELL : Is that report available now? 
The WITNESS: Yes sir, it. is printed. 
The CHAIRMAN: We do not have an Estimates Committee. 
The WITNESS: No. The report, however, did not receive very favourable 

comment in certain quarters in England, but it is an effort to speed things up. 
Mr. IsNon: Did you say 'their estimates come under Public Accounts? 
The WITNESS: They have in England an Estimates Committee that acts 

every year. It checks the estimates of the year for the purpose of surveying 
certain department's and it takes three or four departments each year. It does 
not act from the point of view of passing on particular items or recommending 
expenditures but it makes recommendations to the government with respect to 
matters 'where expenditures can be avoided. 

Mr. ISNOR: We have something like that in our committee of the whole. 
Mr. Fleming had in mind the fact that your estimate for this year is such 
and such an amount, but what we want to know is the actual expenditure for 
the past year so as to be able to make a comparison of the expense last year 
and the actual expense this year. The comparison would enable us to say 
whether it is a reasonable amount. Is not that what you had in mind, 

411IS Mr. Fleming? 
Mr. FLEMING: Yes. and I think it has been shown by experience that 

the committee of the whole is an unworkable body. It is too big for that 
purpose. I think, even at the expense of doing away with some of the committees 
we have, one or two of them might be replaced by an Estimates Committee 
that would review the estimates, and it may be the function of that committee 
could be combined with 'the function of this Public Accounts Committee. 
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Mr. ISNOR: In connection with the War Expenditures Committee, they 
investigated as best they could, all matters that were brought to their 
attention but there were many items of which they had no knowledge. 

The CHAIRMAN: And as I say this could have been brought up if someone 
had had the information. 

Mr. ISNOR: I recall in the report that was made by the chairman on behalf 
of the committee, the recommendation was made that the work of the War 
Expenditures Committee be combined with the Public Accounts Committee, 
so as to have a review of the current expenditures for that particular year. 
As it is now we can only review expenses which are covered in the report, 
and, because of the fact that the report is at least twelve months old when 
it is passed to us, we are always twelve to fifteen months behind the current 
work. Is that a fair statement? 

The WITNESS: Yes, but I would say, of course, that it does not necessarily 
need to be twelve months behind you. It is because of the fact that the House 
does not meet in November. 

Mr. IsNos: Yes, but that is the situation as it exists to-day. 
The WITNEss: If I might be permitted to interrupt there, when you are 

discussing estimates it is outside my field, but I do think your details on 
estimates are practically worthless. The details on estimates should be such 
that any member of the House of Commons can sit in his office quietly and 
read through the details, and, when he goes into the House, he knows the 
details that he would ordinarily have to get through questions to the minister. 
He should be able to have a full running story printed in the details so that he 
goes in very fully briefed, and I do not think that is possible at all under the 
present system. 

Mr. ISNOR: No. Some of the provinces at the present time, in presenting 
their estimates, include in brackets the actual amount expended the previous 
year. 

The WITNESS: I go way beyond that I would give a running story of what 
is involved in the estimate. 

Mr. FLEMING: That sort of thing now is only drawn out by questions 
taking considerable time and that makes some people in the big committee very 
impatient if they are not interested. 

The WITNESS: And further than that I think the members are not sure 
on what items they would like to speak. I think the members would be in a 
stronger position to criticize estimates, and frankly, criticism of the estimates 
is useful to all of us. 

Mr. FLEMING: It is the very essence of the function of the House of 
Commons. 

The WITNESS: I am 'speaking from my own viewpoint. 

By Mr. Jaenicke: 
Q. I would like to go back on the $16,000,000 as I do not understand it. 

Does that $16,000,000 represent the profits which our soldiers made on blaek 
market operations in Holland?—A. The presumption is that it was acquired 
that way but to say yes, I could not do it. No one could prove it. 

Q. As I understand it we were assigned a certain number of guilders?—
A. Yes. 

Q. Which Holland was to redeem later on?—A. Yes. 
Q. And there are 40,000,000 more guilders than were issued. That amount 

is the profit that our soldiers made on black market operations?—A. Whether 
they made it on black market operations is something you could not prove but 
the presumption is that it arose through the black market. 
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Mr. FLEMING: It would not necessarily be all profit? 
The WITNESS: Some Dutch family may have given one of our service men 

1,600 guilders for some service rendered by him and that is not a black market 
operation. 

Mr. JAENICKE: But some of our boys might have sold a lot of cigarettes? 
The WITNESS: Well, here we have 40,000,000 guilders in our vaults which 

the issuing government refused to redeem. Now I feel that the holding of that 
sum, 40,000,000 guilders, should be something of which parliament approved. 

By Mr. Jaenicke: 
Q. When did we find out we had 40,000,000 guilders more than we should 

have had?—A. I found out at the tail end of my audit last year, which would 
have been the month of May. 

Q. Could it have been reported sooner?—A. I am speaking from memory 
and I am going back quite a period of time so do not tie me down too closely, 
but my memory is the treasury and the army sent people over to the continent 
to size up the general operations of this nature about December of 1945. They 
were there through December, January and February, and then withdrew. It 
would be in that period this whole thing would come to light. I would not 
swear I am right on my months but it was just about that time. 

Q. In the previous discussion the complaint seems to be this came a little 
late. Now, it would seem to me, this is about the first time that it could have 
been brought up. After all, we were acting under war conditions. I would 
presume it would not be possible to delay a matter of this sort for such a long 
time in peacetime?—A. No, it would come out of my next report as far as I 
am concerned. 

Mr. FRASER: Mr. -Sellar, now that this has been brought to light, is there 
any provision the government can make, if we are to have another war, which 
we will likely have sometime, or is there any chance of having something 
written in our provisions regarding defence forces, so that this could not happen 
again? 

The WITNESS: Well you can put anything you like on paper but human 
nature is human nature. I think the boys would do that sort of thing again. 

Mr. FRASER: Well, it is not that, it is changing Canadian money into 
Dutch guilders. Is there any way our troops could have had Dutch guilders 
that were marked definitely so that there would not have been that difference? 

The WITNESS: In some areas they did get specially marked currency. 
Mr. FRASER: Yes, I understand they did. 
The WITNESS: It runs in my mind that in Italy there was special currency. 
Mr. FLEMING: There was special invasion currency issued when they went 

into Normandy. 
The WITNESS: I do know this, and please do not think I am trying to be 

critical of the government and what it is trying to do, and I do know the 
Department of Finance is getting to work and trying to get a solution for this 
with the Netherlands government. 

Mr. ISNOR: IS it not reasonable to suppose that they set up an over-all 
control in regard to this amount placed to their credit, but, because of the 
activities being so widely spread, it simply went on and on, and they found 
themselves with this depreciation on their transactions and they were saddled 
in the end with a debt over which they had no control? 

The WITNESS: I agree with every word of that only I have a feeling that we 
should have discovered it a little faster, before it got up to $16,000,000, because 
after all, $16,000,000 is a lot of money. 

Mr. JAENICKE : What could you have done to prevent this accumulating? 
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The WITNESS: I was not there and therefore I am guessing, but the only 
thing you could have done was to put-a limit on what a man could buy in the 
canteen and what he could convert. 

Mr. FLEMING: Could not the command have issued warnings to the troops 
that they were running grave risks in acquiring Dutch guilders because conver-
sion might have been refused? 

The WITNESS: They may have issued those warnings. 
Mr. WINKLER: I doubt if Mr. Sellar has the answer to the question but I 

think we should find out when the British first dealt with the matter. 
The WrrsEss: I would say in the month of February or March of 

this year. 
Mr. ISNOR: In other words they are in exactly the same position as we are. 
The WITNESS: If you read the News Week magazine of last week you will 

find an item there referring to $250,000,000 that the U.S. army has got of like 
character, and they are wondering how they are going to dispose of it. 

Mr. IsNon: If they had stopped the traffic in all their canteens and so on, 
would that have done it?' 

The WITNESS: My opinion is that it should have been put in as a special 
estimate before the House. 

Mr. FLEMING: There are two distinct points raised here out of the dis-
cussion and one is whether this practice should not have been exposed and 
reported sooner, and the other is what steps should now be taken. I understand 
on the second point Mr. Sellar is saying this should have come before parliament 
as a special item, appropriated for, the purpose, instead of permitting the Depart-
ment of National Defence to dip into general funds for the purpose. 

The WITNESS: That is my feeling. 
Mr. GLADSTONE: Just in passing there Italy and Normandy were planned 

invasion operations, whereas the operations which extended up into the Nether-
lands were continuing operations. With respect to Italy and Normandy there 
was advanced planning for everything, but perhaps in the midst of terrific 
campaign there would not be the same thought given to, these operations in 
the Netherlands. 

Mr. FRASER: What are Dutch guilders worth to-day? 
The WITNESS: I do not think the have fluctuated greatly over that value. 

I am under the impression there have been recent negotiations between the 
Department of Finance and the government of the Netherlands and I am 
hoping that they will make a settlement. 

Mr. FRASER: Perhaps they will take less value? 
The WITNEss: I think the settlement may be that we will not demand 

from them pounds or dollars but we will get the goods or,something like that. 
Mr. FRASER: That is fair enough. 

By Mr. Fleming: 
Q. There are several things arising out of the things Mr. Sellar has said. 

You have spoken about the delay between the time you complete your audit, 
we will say about the end of July or August, and the time it comes before 
parliament. Is there anything that you can suggest that could be done to 
expedite the report? Do you oversee the printing of this volume?—A. No. 

Q. That does not come within your scope at all?—A. No, I could oversee it 
but generally, as the comptroller of the treasury has the larger part, he looks , 
after the printing. 

Q. From that point on you have no control over the audit being tabled 
in the House of Commons?—A. No, but I make sure that I have a printed 

• 
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copy or a carbon copy ready to hand to the minister on the opening of par-
liament so that my report can be tabled within the allotted number of days. 

Q. Having regard to the fact that parliament does not normally sit in 
the fall, is there any concrete suggestion you can make for expediting the sub-
mission of the printed report to the members?—A. Well, of course that is a 

matter, I might say, of pride of the members, and we are instructed to give the 
reports to parliament before we give them to anybody else. If we give it to 
the members we have got to hand it to the newspapers. You see, as it stands 
now, anyone who writes in and asks me for information is told that I have got 
the information but I am to provide it first of all to the House of Commons. 
Until I have tabled my report I cannot give them anything. Now I believe 
years ago, I am not sure but I think it was 1933 or 1934, Mr. Cahan was sec-
retary of state and he gave the order that all departmental and other reports, 
as soon as they were printed, were to be mailed to the members. 

Mr. FRASER: That is a good idea, a splendid idea. 
The WITNESS: I would say that was twelve or thirteen years ago. 

By Mr. Fleming: 
Q. Was that just for one year?—A. No, it continued for a couple of years. 
Q. Then it was stopped?—A. Well we never went back to as strong 

adherence to the old statute until the war came along and printing delays were 
such that we never had our reports ready. 

Q. Is it a fair question to ask you if you have any views as to the suitability 
of the period from April 1st to March 31st as the fiscal year in relation to the 
customary dates of the sittings of parliament?—A. The logical year, of course, 
would be the calendar year but that would mean the House of Commons would 
have to meet in the month of December to vote the interim supply, to pass the 
interim supply votes for the period after the 1st of January, and you do not 
meet until a month later, usually late in January or early in February. The 
adoption of the calendar year would mean that you would have to come here 
before Christmas. 

Mr. MACDONNELL : That was the practice many years ago. 

, 	The WITNESS: I could not say that. I can only recall one year, 1926, when 
parliament met before Christmas that year, after an election. 

By Mr. lsnor: 
Q. Certain branches of the government still continue to use the calendar 

year. Is that a confusion to you Mr. Sellar in Makin up your accounts?—A. 
No. You see the National Harbours Board is using the calendar year and it is 
very handy to me because I have not got the pressure on then and I can audit 
their books and get them out of the way before we come to the normal year 
end. Just now I am under terrific pressure. 

Q. If that is so would it be worth considering a review of the whole set-up 
so as to provide certain departments closing their year at different times?r—.N. 
I do not think you could do that, sir. 

Q. Staggering the accounting?—A. I do not think you could do that as far 
as the departments are concerned. 

Q. You are doing it in two cases,and you say it works to advantage?—A. 
Yes, but you and I are talking about different things. Under the Crown 
Companies Operations Act which you passed a year ago you make March 31st 
the end of the fiscal year, but under the Act, you direct that we must produce 
the report by the 1st of July. I do not mind telling you for the last six weeks 
I have sweat blood to get those out, and as a matter of fact I have not got War 
Assets out yet. We are waiting for one item and then we are going to be ready. 
Instead of saying the fiscal year should be March 31st if you set December 31st 
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or the C.B.C. and others, we should have all those ready for you by the 31st 
of April with the greatest of ease. 

Q. That is the idea I had in mind. Suppose we did that with Crown 
companies, close them at the end of December, would it not make it easier?—A. 
Yes it would. 

Mr. FLEMING: And boards? 
Mr. Isson: Yes. 
Mr. FLEMING: There is a very practical application on that point. The 

C.B.C. affairs are studied by a committee of the House of Commons. That 
committee has not yet got the audited statement for the fiscal year ending 
March 31st, 1947, and it has been sitting all this spring and it will not get the 
report before it rises. lithe C.B.C. were on a calendar basis, then the committee 
sitting in the spring would have the audited report for the fiscal year last closed. 

The WITNESS: It would make it a lot easier for us. 
Mr. FRASER: Mr. Chairman, can you, When your steering committee makes 

the report, make that suggestion to the government? 
The CHAIRMAN: Yes. Do I understand Mr. Sellar recommends it for all 

boards and Crown companies. 
Mr. IsNon: I was suggesting it to him. 
The CHAIRMAN: I know you are proposing it, but I am just asking Mr. 

Sellar if he is willing to recommend it. 
The WITNESS: I am not the auditor for all, but. those for which parliament 

has named me the auditor, I certainly would prefer December 31st. Take the 
custodian of enemy property, that is a new account and I think it is 
December 31. 

Mr. FLEMING: You are just starting on that. 
The WITNESS: Yes, Price and Waterhouse are finishing last year's audit 

and we will then start. It make it much easier for me to spread my work. 

By Mr. Fraser: 
Q. Mr. Sellar, when you are making up your reports on Crown companies, 

etc., would it not be possible to make the balance sheets conform more to the 
balance sheets of ordinary business institutions as they are put out at the present 
time?—A. Of course our difficulty is that it is ridiculous to look at share capital 
on Crown company balance sheets and see $50 worth of share capital. That is 
ridiculous. You have not got capital stock to start off with and therefore your 
balance sheets start on 8, rather absurd position but we are trying to improve 
that. We hope these we are putting out this year will be better than 
previous ones. 

Q. They have been hard to get anything out of in the past?—A. I quite 
agree. 

Q. You cannot. get the picture at all.—A. No. 
Q. And you cannot come to a true balance on them.—A. Yes, but you have 

got to bear this in mind. Throughout the war the profits of those companies 
were never certain because Munitions and Supply had not yet. settled the prices 
for them and they just had to build prices. Then again we have this big 
problem, we face it particularly in Polymer. We have got $50,000,000 invested 
in Polymer in round figures. It is owned by the government of Canada and it 
is not owned by Polymer. We cannot set up a depreciation account because 
Polymer does not own the property. If we had all those companies set up, 
just as I think they should be, it would take into consideration everything, 
their assets and all other things. There should be set up a proper depreciation 
account, and a proper reserve account so that you could see at a glance what the 
true situation is, and I would be much happier. 	• 
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Q. I think it would be better for members of parliament and others if it 
was done that way?—A. To me it is ridiculous to carry Polymer at $50,000,000 
without taking into consideration such things. 

Mr. MACDONNELL: Do the receipts and disbursements from Polymer just go 
into the public funds? 

The WITNESS: Not new, they retain their surpluses. 
Mr. IsNon: During the war you could not have shown the regular balance 

sheet or a profit and loss statement. It was never intended to show a surplus in 
the accounts because they simply dumped the money into the public treasury to 
carry on the job at the time. 

The WITNESS: Yes, and I am a great believer in Crown companies. I believe 
they serve a definite purpose and I .do think we should set up all their accounts 
in such a way that they set out the picture. What is of concern to parliament is 
a proper reflection in the Public Accounts. 

Mr. MACDONNELL: Was I wrong in getting the impression that you were 
singling out Polymer because it was so difficult, or does what you say apply 

to all? 
The WITNESS: You find the same thing in others, take Eldorado for 

instance. 
Mr. JAENICKE: Do I gather from what you say Polymer does not own the 

buildings? 
The WITNESS: No. 
Mr. JAENICKE: Who Owns them? 

The WITNESS: The government of Canada. 

Mr. JACKMAN: It leases them. 
The WITNESS: It gets them without rental, it uses the buildings, and we 

have the confusing situation of making appropriations and additions to capital 
assets of the government of Canada. 

Mr. FRASER: It would,  be very hard then to say what is costs to produce 

rubber? 
The WrrNv_ss: That is my feeling. 
Mr. FRASER: That is what I have felt all the time. 
The WITNEss: I know the Department of Reconstruction are hoping in 

due course, not this session, but. to have legislation straightening out these 

companies. 
Mr. JAENICKE: You have made representations to the government to that 

effect? 
The WrrNEss: I have, to the Department of Reconstruction. We agree 

too much, however, so we cannot have a fight. 

By Mr. Fraser: 
Q. Polymer will certainly have to get down to real costs soon, because 

there is going to be a lot of competition.—A. My view is that there is not an 
asset of $50,000,000. For the purpose of production we should write off "X" 
millions and then compute so much into our costs for the sale of rubber. 

Q. Have you got the exact. figures of what the Dominion of Canada has put 
into Polymer?—A. Yes, sir. 

Q. Including the buildings and all that?—A. Yes. 
Q. You have got. that?—A. Yes. 
Q. That is what should really be shown on the balance sheet or the financial 

statement should it not?—A.. Yes, and against that there are, let us say a 
$1,500,000 of extraordinary costs incurred in the construction of the buildings, 
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by reason of the emergency at the time they were built, which should have been 
written off as accelerated depreciation or whatever you like to call it. What I 
think is this, sir. We should take Polymer and value it at its residual use to the 
country at the end of the war and recapitalize it on that basis. In effect we 
should put it through an enforced liquidation and set it up again. 

Mr. MACDONNELL: How can you find the value if you do not know what 
the cost of manufacture of rubber was? 

The Wrrruns: We do know. 
Mr. JACKMAN: Is the amount of money spent on Polymer carried as an 

asset? 
The WITNESS: No it is written off as an expenditure, but we have put into 

the balance sheet of No, the advance made in connection with Polymer as 
an active asset at around $50,000,000. 

Mr. JACKMAN: The actual cost is in excess of that? 
The WITNESS: The actual cost is, but as I say Polymer has spent $2,000,000 

or $3,000,000 of its own money which is not reflected in the account. 

By Mr. Fraser: 
Q. Do Polymer's buildings belong to the government?—A. Yes. 
Q. Do they come under the Public Works Department?—A. No, sir. 
Q. It is entirely separate?—A. Polymer is under the control of the Minister 

of Reconstruction. 
Mr. JACKMAN : When Polymer takes off its own operating statement to see 

whether it is operating at a profit or a loss, does it deduct from the cost of 
operations the amount of its capital expenditure, this $2,000,000 or $3,000,000 
that you have mentioned? Is that part of the operating cost? 

The WITNESS: No, that is separate. I do not know whether their report has 
been tabled in the House but last week I saw a press statement and we have 
signed the balance sheet for Polymer this year. The annual meeting has been 
held and that item is shown separately. 

By Mr. Fleming: 
Q. To revert from questions on Polymer, I would like to turn to a subject 

that has arisen out of an answer of Mr. Sellar's, when he spoke about the 
relationship between the review of Public Accounts and budgeting both being a 
proper function of the parliamentary committee. On pages 16 and 17 of Mr. 
Sellar's report he deals with the question of lapses and he catalogues lapses of 
votes of the various departments that total roughly, last year, something like 
$66,000,000, then at the conclusion of paragraph 41 there is a significant sentence, 
on page 17 "Parliament's control over public money is, to a degree, dependent 
on the efficiency employed in calculating estimates. Attention is therefore 
drawn to the fact that with respect to comparable votes, $26,258,295.96 lapsed 
in 1944-45 and $43,572,665.97 in 1945-46." The amount lapsed shown this past 
year apparently was larger. Now I would like to ask you, Mr. Sellar, to be as 
concrete as you can in making proposals as to how the control of parliament 
can be further extended in this matter. Mr. Isnor referred to one subject a while 
ago which has troubled me, and that is the review of estimates in the committee 
of the whole. We are never given anything in the printed book of estimates 
except the estimates of the previous fiscal year. We are never given the expendi-
tures. We depend to a large extent on the efficiency of the task performed by the 
treasury board and we may or may not individually think they are doing 
sufficient work in checking the estimates. Now, looking at it from the point of 
view of a parliamentary committee, for instance, are there means by which 
control, control by parliament can be made really effective? Could Mr. Sellar 
make some proposals that we might usefully consider? 

A"' 
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The WITNESS: Well I will take the post office estimates to illustrate my 
answer. In the post office expenditures for the fiscal year that you now have 
before you in round figures $3,000,000 lapsed out of a total expenditure of 
about $60,600,000. It so happened that in the month of March of that year you 
appropriated $1,000,000 for the post office as a supplementary estimate. Now 
I think, had the post office estimates, instead of being shown in seven estimates, 
been bulked in one, you certainly would not have had to have a supplementary 

ID estimate of $1,000,000 and you would not have had to have as large a cash 
vote. I would think the post office estimates might be amalgamated into a few 
estimates to reduce that risk. Looking at the estimates generally, sir, you have 
got a lot of services that were rendered for the benefit of private individuals. 
Now in England they have had a practice since 1892 or 1893 which I think is 
a very sensible one, that is where you have a service that is supposed to be for 
the benefit of private individuals and they pay fees for it, parliament only votes 
the difference between the expected amount of the fees and the actual 
cost of the service. In other words in a great many instances parliament merely 
votes Ll so that it has the service before it for the purposes of debate if it 
wants it. The service is self-supporting and I think the great advantage of that 
is when you have a service that is self-supporting, you have got definite needs 
of people who are willing to use the service, and who are ready to pay for it 
and therefore it is a useful service. However, when you have a service that is 
not self-supporting or people do not want to pay for it then you are put on 
your guard. You may have a luxury service or an extravagantly operated 
service. I think the time is coming in this country when instead of having 
over 400 or 500 estimate items a year— 

Mr. FLEMING: It is more than that. It is 700. 
The WITNESS: I am talking of the main estimates—that we should reduce 

the number of estimates to a lesser number and that the details should set out 
the actual expenditures up to December 31st. It should state that as well as 
the previous year's expenditures. You should have your known expenditures 
for at least nine months of the fiscal year. You should have a full explanation 
of everything that a vote is intended to provide for; what Acts of parliament 
regulate it; what its revenues are going to be. Take the fisheries vote, for 
example. I know the maritime provinces members and the B.C. members are 
always interested in what it costs to run this ship and that ship in a service. 
That sort of thing should all be set out in the detail. You are not really 
interested in how many clerks they have in their establishment because the 
Civil Service Commission can change that situation over night. You do not 
care whether we have ten grade IV clerks or so many grade III clerks. 

Mr. MACDONNELL: Will the nine months' expenditures really be good 
enough? Will they not be defective first of all because I think it is very 
natural that expenditures may accumulate toward the end of the year and 
certain items may be held over; and will not the minister inevitably say, "We 
have three months still to come"? In other words, is anything short of a full 
year going to be of much help? 

And does not that bring us back to this: is it really essential to have our 
financial year end three or four months after the calendar year? It seems 
to me that these questions are ,fiing to be vastly more important in the years 
facing us because of the tremendous ideas of expenditures, as I see them, which 
are abroad? 

The WITNESS: I will grant you that there is strength in your argument 
with regard to the three months still to come; but on the other hand every 
department has to register commitments for its future expenditures for which 
it has contracted and those are all registered; therefore, the amount of new 
stuff that will originate in the last tkee months of the year would not be 
large. 
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By Mr. Fleming: 
Q. It would not be disproportionate?—A. No, it should not be dispropor-

tionate. There are times; but I am assuming you continue on your present 
fiscal year. If the members have known actual expenditures up to December 
31st and registered commitments for the balance of the fiscal year, you have 
something, and you can go on examining the next year's estimates. 

Mr. MACDONNELL: That is better than at present. 
The WITNESS: Yes. 

By Mr. Isnor: 
Q. I agree, except that instead of having nine months I say that the twelve 

months should be included. There is no real advantage in showing nine months' 
expenditures where you are dealing with twelve months because of the extra-
ordinary expenditures which might take place in the following quarter which 
would throw the thing completely out of place. I may say further that in the 
example you have quoted, the Post Office Department, you have taken the one 
department where you possibly could make a change along the lines you have 
suggested, but the same thing would not apply, I do not think, as far as the 
Department of Public Works is concerned, where there are extraordinary 
requirements from time to time in an emergency and very large amounts require 
attention.—A. I do not say that that could be applied to all; but take the 
Department of Public Works. I claim that it should be applied with respect 
to the telephone services in the Department of Public Works. That should be 
a revenue service 

Mr. FLEMING: Yes, we should know the actual expenditure because it is 
a very poor basis of comparison to compare with last year's estimates because 
last year's estimates might have been very inaccurate. 

The CHAIRMAN': We have that in some items in Public Works. When the 
sum is not all spent it is shown as a revote. 

Mr. FLEMING: There was one item in National Health and Welfare estimates 
which we had a fortnight ago where last year the appropriation was $300,000 
and the actual expenditure was $21,000 and yet so far as the estimates were 
concerned we are being asked to vote $150,000. The only comparison was the 
$300,000 last year. It looked like a saving of $150,000, but when you actually 
came to compare the figures you saw how utterly inaccurate last year's estimate 
was. I think if parliament has to bear the responsibility, for voting these 
tremendous sums of money on the estimates there has got to be a drastic change 
in the set-up of the estimates in the way they are handled. 

The CHAIRMAN: I think we are all in agreement as to the point about getting 
the details as to what has been spent out of the previous year's estimate. That 
would be most important in order to arrive at a conclusion in the present year. 

Mr. FLEMING: Unless we can get that information we have to just sit down 
and keep the questions going indefinitely by asking the minister questions on 
every item. This year I asked the Minister of National Health and Welfare 
to give us this set-up of the expenditures of the department and he would not 
do it, so I had to ask him questions on every single item. Now, if you apply that 
procedure to 600 or 700 items you are taking a long time. It takes a long time 
in a big committee like a committee of the whole or a committee of supply, and 
everybody becomes impatient because only a certain number of members are 
interested in a particular department. 

The CHAIRMAN: That brings us back to one of the recommendations made 
by Mr. Sellar, that there should be more detail in the estimates so that we would 
not have to ask for allthe details in the committee of the whole. 

Mr. FLEMING: I will ask Mr. Sellar for some further consideration of his 
views with regard to the method by which parliament, through a committee or 
otherwise, should handle this matter of the review of estimates. Again I come 
back to that statement that "parliament's control over public money is to a 
degree dependent on the efficiency in calculating estimates. Let us assume that 
there is a great deal more information about' actual expenditures given about 
a particular vote. Now, with that in the hands of parliament and with the 
experience Mr. Sellar has had with public accounts, I would like to ask his 
opinion, if he will express it, as to the desirability or practicability of combining 
the function of reviewing the public accounts and a detailed review of the 
estimates in one committee? 

Mr. GLADSTONE: In relation to that question may I ask this one? Does it 
come within the purview of the Auditor General or the Civil Service Commission 
to say whether a department may be overstaffed? In parliament a minister may 
be questioned on the estimates of his department. I presume that he relies on the 
heads of branches in his department and sometimes the departmental head may 
not be zealous as to economy in connection with the number of persons employed 
in his branch. Is there any check for parliament, other than the questioning 
that comes up on the consideration of the estimates? 

The WITNESS: Well, I have no authority or statutory power in that regard, 
Mr. Gladstone. The Civil Service Commission, of course, have a statutory duty 
to review the establishments from time to time and to recommend adjustments 
in them; but I think in actual experience the departments must originate any 
action that is taken to cut down staff. 
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By Mr. Fleming: 

Q. We had an example of revenue service with regard to the Department 
of National Health and Welfare a fortnight ago. I think it was called Marine—
A. Sick Mariners' Hospital. 

Q. Yes. Actually, if I remember rightly, the amount appropriated by 
parliament for expenditure is about $450,000 a year and against that there is a 
revenue of approximately $300,000. 

Mr. ISNOR: There is a cross-entry from one department to another, and it 
works out. 

Mr. FLEMING: No, not from one department to another; it is for the same 
department. 

The WITNESS: It is all connected. 

Mr. FLEMING: And unless you go and ask the minister about the revenue 
you do not hear about that. I take it that what Mr. Sellar is saying is that 
in the estimates that come before the House there should be substantially 
enlarged information accompanying the bare bones of the figures submitted. 

The WITNESS: Yes. 

The CHAIRMAN: In the present estimates in all departments they give us 
the amount that has not been spent for Public Works and then they mention in brackets a revote of so much. You may have a case where last year they 
voted $25,000 and this year they bring in a vote of $305,000, but they mention 
in brackets the $25,000, which means that the $25,000 voted last year has not 
been spent. I wonder if that could be applied to all the departments. How-
ever, under Public Works you see Westview harbour improvements with a vote 
here in 1945-46 of $231,000; voted in 1946-47, $95,000, but there is a  revote 
of $20,000 which means that out of the $231.000 voted last year $20,000 has 
not been spent. Your idea, Mr. Fleming, is that we should have the full item 
together with the amount that was not spent the year before? 
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Mr. GLADSTONE: I also think that there is not in government the willingness 
to fire incompetent persons such as we find in ordinary business; that when a 
person secures a government position, unless there is some serious misdemeanour 
committed, other than inefficiency, there is a tendency just to have that person 
continued on? 

The WITNESS: Of course, sir, you have to bear this in mind: in business you 
are dictated to by the amount of money that comes into your cash box, and if 
you are not making sufficient money you are going to cut down your overhead. 
In the government offices our cash box is the estimates that parliament pass. 
If you give us the money we will spend it. We are only human. Therefore, the 
real control in regard to economy in the public service is dictated by the amount 
of money appropriated annually. Now, the government goes over the estimates 
with great care and whittles them down. You were talking about staff. When 
the estimates came down for this year there were drastic cuts here and there; 
staff went down in the month of April. There was a sharp cut in staff in the 
month of April, amongst other reasons, because estimates were cut. If we have 
the money to spend, sir, I am afraid we spend it, no matter how good our 
intentions may be. 

Mr. FLEMING: Mr. Gladstone is getting away from my question entirely. 
Mr. GLADSTONE: I really wish to relate my question to what Mr. Fleming 

has stated, that there does not seem to be any real opportunity in parliament for 
consideration of the estimates so as to get down to the real efficiency of the 
operation of the departments. 

Mr. MACDONNELL: May I interject, just along the line Mr. Fleming has 
voted? I have often wondered whether you can get 4 realistic scrutiny 
of the size of the departments unless somebody from the outside can look in. 
I heard of a man who carried out a little plan. He was a manufacturer and his 
theory was that the only people who really mattered were the producers, 
and by producers he meant the people who produced things that pay. He 
went into a new company, and the first thing he did was sack the clerical 
staff, and he took back those who were considered necessary. I am not 
suggesting anything as extreme as that, but I was shocked when I found out 
about the office of economies. I said, "Now, that is what I am looking for"; 
and I discovered that the office of economies which I had hoped was an outside 
or separate critical body,discovered that it dealt with the purchase of fur-
niture and stationery and that sort of thing—what I call chicken feed. However, 
I do not want to get away from Mr. Fleming's question; I am really pursuing 
the same line. 

The WITNESS: In that regard, sir, you have to bear this in mind, that 
practically all our administrative statutes are predicated on the rule that the 
Governor in Council shall authorize this or that; therefore, we place the 
onus and the weight on the cabinet ministers to as great an extent as on 
council. If they authorize something, naturally we, down below, do not criticize 
that. Those above have too big a picture to cover. 

Coming back to Mr. Fleming's point, I did not know that this matter 
was coming up to-day, but I was living in hopes that something of the kind 
might be brought up— 

Mr. FLEMING: It is a bit of telepathy, perhaps. 
The WITNESS: —and I had taken the liberty of drafting a little memo that 

I  would like to place before this committee if I have an opportunity to do so. 
I  had it mimeographed, and its purpose is to suggest to you what you might 
prudently consider recommending to the House when the government revises 
the Consolidated Revenue and Audit Act to bring it up to date; because in my 
opinion it was a good Act covering the period of  1931  when it was made, but 
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it  is not a good Act in 1947 in view of the volume of business we have to-day 
and the time the House has to devote to other things. I have this memorandum 
here and I could circulate it or read it into the record if that is your desire. 

Mr. FLEMING: You can do both. 
Mr. JACKMAN: In view of the fact that the government in some respects 

is now somewhat analogous to a business corporation, do you think it would 
be better if each department was on its own feet rather than drawing on the 
Department of Public Works and other departments for special services? For 
instance, Mr. Macdonnell asked the other day in connection with the Public 
Works estimates about a large item for telephones. Apparently, the department 
merely requests an additional line or two and the Department of Public Works 
arranges with the Bell Telephone Company to supply that service and the 
department pays for that service, which means that we do not get a break-
down of the telephone services, and perhaps many other services in connection 
with each individual department. Now, would it be better if each department 
looked after its own affairs and paid for its own services out of its own 
appropriation rather than drawing upon the Department of Public Works? 

The Post Office Department is a good example. The Post Office Department 
is supplied with all its buildings, some of which are ornamental. Would it be 
better for the Post Office Department to pay out of its own appropriation for 
its own buildings or space rather than have the Department of Public Works 
give those buildings to them gratuitously? 

The WITNESS: Your example with regard to telephones, sir, is not exactly 
right. Unfortunately, we have a most involved system for getting a telephone. 
If a department wants a telephone the deputy head is supposed to make a 
preliminary inquiry and to recommend to his minister who must sign the form 
in triplicate. That form is then sent to the Treasury Board and an official of 
the Treasury Board goes over and makes an actual inquiry as to whether or 
not they need a telephone and then, so help me, the recommendation is approved 
by the Treasury Board formally and they are authorized to get a telephone. 
Then it is charged to Public Works. But generally speaking, I think you are 
on very sound ground with respect to the post offices. The Post Office Depart-
ment, to my way of thinking to-day, is keeping superior quarters to what it 
needs in most places. That is to say, the ordinary post office building is a 
high-class building which represents a large expenditure of money, and so far 
as the service to be rendered is concerned they could use a much humbler 
building. Local pride demands that sort of post office building. I do not think 
the Post Office Department should be saddled with that part of our local pride. 

The CHAIRMAN: If I may interject, I do not think most members from 
rural constituencies would agree that the post offices are well housed, because 
I think there is a lack of accommodation and poor quarters in most places. 

Mr. FRASER: I can bear you out on that. 
The WirNEss: Well, then we come to the burden placed on the post office 

in carrying the mails for the departments, the free mails. I honestly think that 
if the departments had to pay for their postage they would not frank nearly as 
much stuff and the mail boxes would not be nearly so full of literature from the 
departments if they had to actually put a three-cent stamp on an envelope in 
which they put a circular. 

Mr. JACKMAN: You are not suggesting doing away with the franking 
privilege, are you? 

The WITNESS: I think within the government services they should be called 
upon to pay postage for carrying their own mail. 
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By Mr. Fleming: 
Q. Would you say that government property should pay municipal taxes 

where buildings are occupied, to give a fair reflection of the cost?—A. If the 
provincial governments would do that as well I would agree; but the muni-
cipalities are creatures of the provincial governments, and until the provincial 
governments pay taxes I say that the government would be foolish to pay taxes. 
In England, where there is no intervening provincial government, the British 
government has a scheme and it has worked for years. They refuse to 
recommend any law for municipal taxes or local rates, as they are called, but 
they appropriate each year a large sum of money in lieu of taxes for the local 
authorities. They have a department whose sole function is to go out and assess 
the government buildings in every municipality and to compare that assessment 
with local valuations used for local assessment purposes. They then come to an 
agreement with the municipalites as to how much the government will contribute 
in lieu of taxes for that particular property in that particular locality, and that 
is worked out very efficiently. 

Let us take, for example, the city of Halifax and the town of Esquimalt. 
They take a terrific punishment by reason of the extent of our Crown property. 
Those are two outstanding examples. 

Mr. FLEMING: I think in 1938 there was a figure of $112,000,000 for 
Halifax. 

Mr. ISNOR: Over 51 per cent is exempt in Halifax. 
The WITNESS: I think that is a matter where the provinces have to agree 

to come into before the dominion. I think the dominion would be suckers-.—to 
use a common phrase—to do so if the provinces did not. 

By Mr. Jackman: 
Q. With regard to the question I asked and the proposition I broached, is it 

practicable to put the post office on its own feet? If you want ornamental 
buildings in some places it might be that the Post Office Department would be 
given a grant in aid from the consolidated revenue fund in order to cover the 
difference between utility and beauty. Do you think that it is practicable to 
put these government departments on their own feet financially—including 
telephones? With regard to the matter of putting postage on departmental mail, 
I am afraid you would have to add a lot of clerks to find out how much the 
cost of departmental mailing services would be. Do you see the feasibility of,  
the question I asked?—A. I think it could be done, sir. In some places it would 
not be relative as regards price; you would have to calculate too fine; but in 
general I see no reason against it. Let us take my own little office—because I 
do not want to criticize another department—I have a staff of roughly 200 
people. We are located in various buildings in Ottawa. In some cases those 
buildings are government owned and in other cases they are rented properties. 
Now, I think the Public Works Department should handle the rental situation, 
but I think I should have to contribute out of my appropriation sufficient to 
cover the maintenance charges in connection with buildings the department 
owns in which I am located or, in the case of rental, where I am in a rented 
building. The reason I say that is this: it would bring out the true cost of my 
office. Secondly, it would cause me to be a little more careful in allotting space 
ifI had to pay the shot. I would be a little more careful in my estimates. As it 
is now I_ can ask the Department of Public Works to get me a thousand feet of 
space where perhaps I would get along with five .hundred if I had to pay the 
shot. 

Mr. MACDONNBLL: If a thrifty fellow like you does that, just think 
what other people must do. 
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Mr. GLADSTONE: Would the procedure in a city outside of Ottawa, in the 
case of a public building, be that the ownership of the building would be vested 
in Public Works, and that Public Works would build the post office, pay rent, 
pay taxes, and pay for the light, heat and water?—A. I would not say it should 
have a breakdown of the items to arrive at the over-all cost of running that 
building according to the value of the space occupied. I would not think of 

• going into a breakdown to the lastl cent. 
Mr. IsNoa; Would you be in agreement with the thought of this committee 

of recommending as a start that the Post Office Department be placed on its 
own feet and operated along the lines of a Crown company? 

The WITNESS: Yes, I have heard that in the memo. 
The CHAIRMAN: I think the time has come to get the general picture. 
Mr. JAENICKE: It is now almost half-past twelve. Do you not think we 

had better study this document? 
The CHAIRMAN: I think it would be a good• thing to permit the Auditor 

General to read that memorandum and we can ask him questions on it at the 
next meeting. 

Mr. JACKMAN: What is the advantage of having it read if we do not ask 
questions about it? 

The CHAIRMAN: We are doing this for the record. Our practice has been 
to permit the witness to read his statement. 

Mr. FLEMING: This memorandum goes back to the question I asked. 
The CHAIRMAN: I think it will be following the course which the com-

mittee has adopted to permit the witness to go ahead and read his memorandum 
and we will question him to-morrow. 

The WITNESS: 

1.  The Consolidated Revenue and Audit Act dates from 1878. Its purpose 
is to regulate consolidated revenue fund transactions to the end that parlia-
ment preserves control over the public purse. In my opinion the time has come 
when, in its own interests, parliament should consider again the provisions of 
the Act. 

2. There may have been a time when the Committee of Supply minutely 
examined estimate items, but demands now made on the time of the House of 
Commons are such that complete examination of estimates is impracticable. 
Estimates should now be presented in such a form that members do not have to 
guess purposes to which votes will be applied. 

3. It is suggested that, instead of members of parliament having to seek 
explanations from ministers, "details" printed with the estimates should be in 
narrative form, setting out:— 

(a),  the objects and purposes of the items, 
(b) explanations of increases, 
(c) the Acts, if any, which will regulate application, 

(d) the anticipated revenues, 
(e) comparisons with previous years, and 
(f) such other information as is necessary to permit members to familiarize 

themselves with the purposes and implications before items are called 
by the chairman of the Committee of Supply. 

Existing legislation merely directs that the estimates "shall be for the services 
coming in course of payment during the fiscal tear". 

4. In the past ten years the number of items had increased. Using main 
estimates items, the number was 295 in 1937 and 484 in 1947. This increased 
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use of items dates from the session of 1938 when the number jumped from 295 
to 440—although the total sum voted in 1938 was only $10,000,000 greater than 
in 1937. The purpose was to confine departments more strictly to objects of 
expenditure. While results were thereby attained, I feel consequences were:— 

(a) inflations in sums sought, by reason of departments including con-
tingent reserves in every item, as protection against unforeseen demands 
arising in the year; and 

(b) some difficulty to members in identifying the items on which they 
wish to put questions or make observations. 

5. May I illustrate my thoughts on the subject by making reference to post 
office accounts. Parliament appropriated approximately $61,500,000 for the 
postal service in 1946. The application of the votes was:— 

Vote No. Purpose Voted Spent Lapsed 
231 Departmental Administration 811,425 743,756 67,669 
232 
670 

Post Offices 	  
Supplementary to 232 	 

22,126,090 
1,234.720 

22,126,090 
1,039,400 195,320 

a 

233 Inspection and Investigation 953.750 912,938 40,812 
234 Railway Mail Service 	 14,651,279 13,498.441 1.152,838 
235 Air and Land Mail Services 	 _19,862,725 17,724,216 2,138,509 
236 Money 	order, 	savings 	bank and 

other 	activities 	including 
printing 	  1.876,181 1,649.718 226,463 

237 Compassionate 	allowances 	for 	in- 
juries 	  5,000 5,000 

$61,521,170 $57,694,559 $ 3,826.611 

A glance at the foregoing shows that:— 
(a) if votes had been consolidated, the year-end supplementary of 

$1,234,720 to vote' 232 would not have been necessary; and 
(b) after all unanticipated expenses had been discharged, the Post Office 

Department had unused balances of $3,826,611—an excessive amount 
in my opinion. 

6. Adding various small expenditures, authorized by various statutes, total 
appropriation expenditures of Post Office were about $58,000,000. But the Post 
Office Act provides that certain classes of postmasters be paid directly from 
revenue. In the year the amount was about $15,000,000. Thus, direct Post 
Office disbursements were about $73900,000. Should study go further, it would 
be noted that the cost of certain steel equipment, etc., and the provision of all 
office accommodation is borne by appropriations for the Department of Public 
Works. That cost is not segregated in the accounts but, on a costing basis, may 
total $3,000,000. Thus the real cost may have been $76,000,000. 

7. Gross revenues approximated $83,800,000. If the value of postage stamps 
used for cheque tax purposes amounted to $3,500,000 	it is impracticable to 
establish an exact figure—the real revenue of Post Office was about $80,000,000. 
A subtraction of estimated operating costs of $76,000,000 leaves a profit of 
$4,000,000. But section 20 of the Post Office Act fixes 2 cents as the first-
class letter rate between places. The other 2 cents is a tax imposed for 
revenue purposes by the Special War Revenue Act. First-class mail produces 
approximately 50 per cent of the total revenue. Therefore, if one were to 
distinguish between the "service" charge and the "tax" charge, Post Office 
had an operating deficit. In turn, part of this deficit is due to the fact that 
about 28 million pieces of first-class mail matter and 100 tons of third-class 
matter for departments of government are franked. Were postage paid, the 
revenue would be about $1,500,000. 
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8. It is submitted that it would be in the interests of the House of Commons 
were the financial requirements of the Post Office presented in all-inclusive 
form. That is to say, instead of estimates details consisting of accounting - 
breakdowns, there would be a distribution of estimated income and disburse-
ments to the various services in a manner which is self-explanatory and does not 
necessitate accounting calculations to disclose the true position. 

9. The Board of Grain Commissioners' transactions afford another illustra-
tion. Its revenues were approximately $2,000,000 and expenditures a little over 
$1,900,000. In addition, government elevators had an operating income of 
about $650,000 and operating expenses of $380,000. The volume of business is 
dependent on the grain trop; yet the board must prepare its estimates long 
before seed is in the ground. As practice now is, the board presumably calculates 
its estimates on the possibility of a crop a little above the average. Two 
consequences may result: 

(a) in the event of a big crop, it must seek supplementary votes to meet 
extra operating costs; or 

(b) in the event of a small crop, it has larger appropriations than are 
needed. 

My thought is that in cases of this type, parliament could have a safeguard 
against over-staffing, etc., were appropriations so devised that the sum available 
is determined by the effort which administrative officers put forth to make their 
activities self-supporting. If he who benefits is prepared to pay the cost, a service 
is no burden on the taxpayer. On the other hand, when experience demonstrates 
that those who benefit are not prepared to pay the cost, then the House has 
notice either that there is no real need for the service or that it is extravagantly 
organized. 

THE REGULATION OF REVENUES 

• 10. The Consolidated Revenue and Audit Act's directions with respect to 
the management of revenues are few: (a) collecting officers are to make deposits 
daily, and (b) the Auditor General is to satisfy himself that revenue collected 
is "fully accounted for". The Act makes the comptroller of the treasury answer-
able for the regularity of departmental expenditures; but no officer has a like 
responsibility for revenue transactions. There is no audit obligation to establish 
that all moneys, which should have been collected, were gathered in. In most 
departments the revenue audit does go beyond the statutory obligations, but 
until recently the Income Tax Division insisted on observance of the text. It is 
for this reason that the audit certificate of revenues, so far as Income Tax 
Division accounts are concerned, is qualified by paragraph 25. (Some months 
ago the audit office was informed that all taxation records are now to be 
regarded as open to inspection.) 

11. It is my opinion that more specific legislative directions with respect 
to revenues are desirable. A reason is provided by paragraph 19, which refers 
to the situation with respect to fines collected by the courts. Another is to be 
found in paragraph 16, where it is noted that departments regard $5,000,000 
of accounts receivable as uncollectible (exclusive of income tax), yet they 
cannot be written off because there is no authority so to do. The mayors of 
various places would probably be surprised were they to learn that the govern-
ment accounts list their municipalities as owing money because of the use of 
the militia in times of local unrest. Using a geographic selection, with dates 
in brackets, to illustrate: Nanaimo, B.C., $255,313 (1913-14) ; Sault Ste. Marie, 
Ont., $8,308 ('1903); Buckingham, Que., $2,350 (1906), and Glace Bay, N.S., 

$36,644 (1909-10). 

A 

 

 

• 
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VALUATION OF ASSETS 

12. In paragraph 11 of the audit report for 1946 attention is drawn to a 
reserve of $150,000,000 set up in the balance sheet "for possible losses on ultimate 
realization of active assets". While it is a bookkeeping reserve, it is suggested 
that there should be legislation regulating the valuation of assets for balance 
sheet purposes. A convenient illustration is provided by paragraph 101, which 
relates to the accounts of the National Harbours Board. The loans and advances 
from the government of Canada, as of December 31, 1945, were, in round 
figures: 

Halifax 	  $12,500,000 
Saint John  	17,000,000 
Chicoutimi  	3,800,000 
Quebec 	  27,800,000 
Three Rivers  	4,090,000 
Montreal 	  60,000,000 
Vancouver 	  25,000,000 

If you are interested', that totals $150,100,000. The balance sheet of Canada 
incorporates, as active assets, only the investment in the ports of Montreal 
and Vancouver. This inconsistency takes its origin in the fact that prior to 
1936 the harbour commissions of Montreal and Vancouver alone paid interest 
regularly. In 1936 all harbour properties were declared Crown property; con-
quently, it may be argued that: 

(a) the value of the Montreal and Vancouver properties for balance sheet 
purposes should be that established by physical valuations made by 
appraisals engineers; 

(b) the same treatment should be applied to the public property in the 
other ports; 

(c) if some commercial properties of the Crown are treated as assets for 
balance sheet purposes, then all commercial properties of the Crown 
should be treated likewise. 

STORES AND. EQUIPMENT 

13. In paragraph 10 of the audit report it is noticed that balance sheet 
assets do not include the value of departmental stores and equipment other 
than stores inventories of the departments of Public Printing and Stationery 
and Transport. The reason why the inventories of these two departments are 
set up as assets is because legislation fixes a maximum sum which may be 
invested in the year-end inventories and thus an anuual monetary valuation is 
made. Stores are not infrequently the equivalent of money. In other words, if 
other departments have balances in appropriations which will not be required 
in the year, there is no legal impediment against stores being acquired to offset 
a possible cut •in the next year's estimates, A special instance is noted in 
paragraph 3, where reference is made to a payment of $7,735,000 to the United 
States to permit service forces to make selections in the fiscal year 1947 from 
the surplus stores and equipment of the United States government. In my 
opinion it would be in the interests of parliament were there general legislation 

, with respect to all stores, etc., of departments. 

14. Summarizing the foregoing, my view is that there sould be legislation 
to regulate:— 

(a) the form of estimates and the printed 
explanations associated therewith; 
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(b) the use of revenue arising out of services 
performed for the direct benefit of individuals; 

(c) the management of revenues; 
(d) the valuation of assets; 
(e) the management of stores and equipment inventories. 
Mr. JACKMAN: I would like to ask a question regarding the Dutch guilders. 

By Mr. Isnor: 
Q. Before you come to that I would like to ask one question arising out of 

paragraph  11  of the statement which has just been read. What is represented in 
the amount of $36,664 at Glace Bay?—A. What is it made up of? 

Q. Yes?—A. It is the cost of sending troops down for a strike. All these 
are in connection with strikes. 

Q. I thought that was cleaned up in 1929?—A. No, that dealt with the 
more recent case and the power the attorney general to send for troops. There 
are others. This is not an exaustive list and I just pointed that one out. 

By Mr. Jackman: 
Q. In connection with the case of the Dutch guilders presented by our troops 

in Holland, may I ask Mr. Sellar exactly how our government went about 
financing our troop expenditures in Holland? Did we present the Dutch govern-
ment with so many Canadian dollars or so much sterling, as the case May have 
been, and did we get in exchange for that Dutch guilders?—A. Pardon me, sir, 
do you need that answer this morning? I would like to be sure of the facts and 
I am going by memory. I would like to verify my facts and bring them in 
to you. 

Q. What I want to get at is how the figures compare, the Dutch guilders 
presented for rejection in comparison with the total expenditures by our govern- 
ment in Holland?—A. I have not got that figure in my head. 

Q. And I want to know, if I can, what the final result __of this excess of 
Dutch guilders was? We have so many more guilders than'we should have had 
apparently and did the Dutch government not allow us the use of those guilders 
to purchase materials in Holland as an offset, or were they worthless to us at the 
end?—A. That is what I understand. They are just being held, but I know there 
have been discussions within the last six weeks in the East block with a 
representative of the Netherlands government, and I would like to bring myself 
up to date on the subject. 

Q. We have to assume the currency our troops and our government used was 
not Canadian currency, and what I had in mind was a news item whiçh appeared 
recently in connection with the American army finances. The Americans had 
apparently lent the Russians their plates for printing American money in the 
occupied territories, and they now find far more American dollars were printed 
than was originally permitted under their licence. We had nothing of that 
nature? We did not use C'anadian dollars?—A. No. 

The CHAIRMAN: Are there any other questions on this morning's report? 
Mr. FILMING: May I ask Mr. Sellar not a question but something for 

to-morrow's meeting. Mr. Sellar has given us a very useful memorandum with 
some concrete recommendations which I think helps the committee very much. 
Could he put forward his views on another matter we have discussed this 
morning. The matter I refer to is this question of the fiscal year and how far 
it is practical to extend the rule that the financial year shall be the calendar 
year for crown companies, government boards, and government departments. 
Also I would mention this matter which Mr. Fraser raised about making the 
balance sheets of those crown corporations conform more closely to the normal 
corporate practices outside the government. 
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Mr. MACDONNELL: May I add to that, so that Mr. Sellar will not run out of 
work, a request that he make comments upon the necessity and the possibility 
of having something corresponding in peacetime to the War Expenditures 
Committee? His answer may be that he does not think it is useful. 

Mr. ISNOR: I think that has already been covered. 
Mr. FLEMING: It is a matter of getting any concrete recommendations that 

Mr. Sellar has. 
Mr. ISNOR: It was the recommendation by the War Expenditures Committee 

that the two committees should be combined. 
Mr. FLEMING: That would include Mr. Seliar's recommendation on my 

question about combining the functions of the two in one, Estimates and Public 
Accounts. 

The CHAIRMAN: Well, I think we will adjourn until to-morrow morning at 
10.30 a.m. if wou do not mind. We have only one more meeting with Mr. Sellar. 

Mr. MACDONNELL: Could I just say Banking and Commerce is meeting 
to-morrow at 10.30 a.m. and I know there are going to be other members of the 
committee there. 

Some Hon. MEMBERS: 11.00 a.m. 
Mr. FLEMING: There was some mention yesterday, Mr. Chairman, about 

meeting on Thursday regarding U.L.A. 
The CHAIRMAN: From what we. can see now I think it will have to be on 

Friday. 
Mr. FLEMING: I would suggest that we arrange the meeting respecting the 

Veterans' Land Act for Friday and then Mr. Murchison and Mr. Cleve can be 
notified now to be here on Friday. 

The CHAIRMAN • We will assume the committee concurs and the meeting 
stands adjourned until tomorrow morning 11.00 a.m. 

The meeting adjourned at 12.55 p.m. to meet again to-morrow, Wednesday, 
July 2, 1947, at 11.00 a.m. 
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MINUTES OF PROCEEDINGS 

I 

WEDNESDAY, JULY 2, 1947 

The Standing Committee on Public Accounts met at 11 o'clock a.m., the 
Chairman, Mr. L. P. Picard, presiding. 

Members present: Messrs. Bradette, Cleaver, Cote (Verdun), Cloutier, 
Fleming, Fraser, Golding, Homuth, Jackman, Jaenicke, Macdonnell, Murphy, 
Picard, Probe. 

In attendance: Mr. Watson Sellar, C.M.G., Auditor General. 
The committee resumed its investigation into the Report of the Auditor 

General for the fiscal year ended March 31, 1946. 
Examination of Mr. Sellar was continued. 
Mr. Sellar furnished the Committee with information promised at the last 

meeting relating to certain transactions by the army in Netherlands currency, 
and with memoranda containing suggested amendments to the Consolidated 
Revenue and Audit Act, 1931. 

At 12 o'clock p.m., the Committee adjourned until 4 o'clock p.m., this day. 

AFTERNOON SITTING 

The Committee resumed at 4 o'clock p.m., the Chairman, Mr. L. P. Picard. 
presiding. 

Members present: Messrs. Bradette, Cleaver, Cruickshank, Fleming, Fraser, 
Gibson (Comox-Alberni), Gladstone, Golding, Jackman, Jaenicke, Macdonnell, 
Murphy, Picard, Probe, Warren, Winkler. 

In. attendance:  Mr. Watson Sellar, C.M.G., Auditor General. 
Mr. Fleming filed the following documents which are printed as appendices 

to this day's minutes of proceedings and evidence:— 
Appendix "A"—Sessional Paper No. 1350 dated Friday, March 7, 1947. 
Appendix "B"—Sessional Paper No. 135A dated Thursday, February 27, 

1947. 
Appendix "C"—Sessional Paper No. 38C dated Thursday, March 13, 1947. 
Appendix "D"—Order  in Council P.C. 6359 dated Tuesday, October 2, 

1945. 
Appendix "E"—Order in Council P.C. 4450 dated June 22, 1945. 
Mr. Sellar undertook to furnish the Committee with a supplementary 

memorandum containing further suggestions regarding amendments to the 
Consolidated Revenue and Audit Act, 1931, which was ordered to be printed as 
Appendix "F"  to this day's minutes of proceedings and evidence. 

It was agreed that the steering committee draft a report for submission to 
the main committee embodying the suggestions made by Mr. Sellar relating to 

• amendment of the Consolidated Revenue and Audit Act, 1931, and to the manner 
in which the estimates are presented to, and dealt with by, the House. 

Mr. Sellar retired_ 

At 4.45 o'clock p.m., the Committee adjourned until Friday, July 4th, at 
11 o'clock a.m. 

92494-14 

A. L. BURGESS, 
Clerk of the Committee. 
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July 2, 1947. 

The Standing Committee on Public Accounts met this day at 11.00 a.m. 
The Chairman, Mr. L. Philippe Picard, presided. 

The CHAIRMAN: Gentlemen, we have with us again Mr. Sellar who has 
brought with him the answers to some of the questions he was asked yesterday. 
One question concerned the amount of Dutch Lr uilders in circulation; another one 
concerned the dates of the fiscal year period and the third concerned the 
consideration of the estimates and public accounts. I think it would be in 
order if we asked Mr. Sellar to read the first answer, since it came ahead of the 
matter with which we were dealing at the end of the previous meeting. After 
that, we can go ahead with questions on the memorandum which Mr. Sellar 
produced yesterday at the end of the meeting. 

Mr. Watson Sellar, C.M.G., Auditor General, recalled: 

The WITNESS: On the question of Dutch guilders, I was asked as to the 
general history of the amount involved. My memorandum is as follows: 

The army, when it commenced pay in Netherlands currency, received 
20,000,000 guilders to finance day-to-day money requirements. From the date 
payments in guilders commenced to October 31, 1945, (as of November 1st a 
new guilder was put into circulation) pay issues amounted to 13,101,313.91 
guilders. Other official issues brought the total to 17,987,874.84. With respect to 
the "old" guilders, army authorities redeemed 57,279,074.30 guilders. A 
classification of the redemptions, by sources, is:— 

Canteen Sales  	253,269 . 03 
Bronco.. .. 	 6,036,586 .02 
Flower services.. .. 	 • • • • 	1,587,336.05 
Excess funds from field post offices.. 	 12,209,291 .60 
Surplus regimental funds.. .. 	 1,253,508 . 91 
In trust for deceased personnel.. .. 	 48,830 . 13 
Exchanges.. .. 	 35,752,265 .58 
Miscellaneous.. .. 	 137,986.98 

In addition, the army itself held 864,259 guilders. Thus a total of 40,155,455.40 
guilders is established. 

Gentlemen, I might say that my second to last sentence is a catch-basket 
one. I could put in qualifications as to the distribution of the 800,000 guilders 
but, for convenience, I just merged it as though the army held it all. 

At this point Mr. Cote assumed the chair. 

By Mr. Jackman: 
Q. Mr. Sellar, when the Canadian army got 20,000,000 guilders for day-to-

day expenses, what did they give the Dutch government in return for those, 
Canadian dollars or sterling?—A. Sterling, sir. 

Q. At the then rate of exchange, I presume?—A. Yes. 
Q. When the accounts were officially balanced, it was found the Canadian 

government •had over how many guilders?—A. We had acquire.d 57.000,000 
guilders. 
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Q. And the Dutch government refused to give us credit or purchasing power 
for the 57,000,000 net over?—A. For the 40,000,000 altogether. 

Q. So, we had acquired 37,000,000 Dutch guilders which we should not have 
acquired, is that it?—A. Which the Dutch government refused to take anyway. 

Q. Why would the Dutch not honour their own currency in that way?—
A. Remember, my knowledge is somewhat limited but as I understand it, on 
October 31, 1945, the Dutch government cancelled its old currency and 
substituted a new guilder. The government allowed six or seven days for the 
redemption of the old guilders and after that they were outlawed. 

Q. We did not turn them in fact enough, is that the only reason?—A. No, 
sir, perhaps that may be true to a degree, but the real complaint was that the 
undertaking of the Dutch government was 20,000,000 guilders. We had 
57,000,000. We had acquired guilders for purposes other than army purposes. 

By Mr. Fleming: 
Q. I suppose the Dutch would take the stand that their resources in foreign 

exchange were pretty limited. I suppose to redeem another 40,000,000 old 
Dutch guilders would have been a terrific on their resources of foreign exchange? 
—A. Further, you have to bear in mind that whatever they did with the 
Canadian government they would have to do with the other governments which 
had troops in the Netherlands. 

By Mr. Homuth: 
Q. What do you mean by army and other purposes? What do you mean 

by other purposes?—A. You mean the difference between 13,000,000 and 
17,000,000? 

Q. Yes.—A. Those would be ordinary charges they would have to pay for 
services. I did not try to break it down. It is miscellaneous payments the 
army would make from day-to-day. 

By Mr. Jackman: 
Q. I understand why the Netherlands government would not have sterling 

or dollars available, but I do not understand why we did not have a credit in 
Dutch guilders spendable in Holland?—A. The Dutch refused to recognize the 
old currency at all. 

Mr. PROBE: Is it not true that a regulation had been put into effect by the 
army which forbade the trafficking in guilders or in the currency of the countries 
we were in at the time. At the time the troops were in that country that 
regulation, was it or was it not still in effect at the time Mr. Sellar is referring 
to, after October 1, 1945? I think that is the answer as to where the money 
was accumulated. There was an element of exchange, cigarettes for Dutch 
guilders and so on. Was that army regulation or service regulation still in effect 
which forbade Canadian troops to have commercial relations with the Dutch? 
I think that is the key as to where the money came from. 

Mr. FLEMING: That was mentioned yesterday. 

By Mr. Murphy: 
Q. Would there not be a day-to-day check, Mr. Sellar, through the different 

channels as to the amount expended or exchanged? 

By Mr. Probe: 
Q. Mr. Sellar has not answered my question yet.—A. I do not know about 

the regulations or what they were. You have to bear in mind that the Nether-
lands people were a friendly, allied people as distinct from the German people. 
I do not know what army orders were in respect to what we might call 
fraternizing. 
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Q. We had the same orders in Normandy and Belgium when I was there. 
We were fraternizing in the accepted sense, but we were forbidden to traffic. 
There is quite a difference?—A. As to that, I know nothing. My interest in 
this item and the reason I brought it before you is that in round figures we have 
$16,000,000 in currency. In ordinary bookkeeping accounting it should be 
reflected in credit or cash in the bank. It is not; it is just charged off as a cost 
of running the army. I think that should have been identified in public 
accounts and that is my reason for putting it before you. 

By Mr. Fleming: 
Q. It has never been before parliament at all?—A. No, not directly. How-

ever, it is disclosed in the public accounts. The department set it out them- 
selves. 

By Mr. Gladstone: 
Q. What is the procedure? I do not understand what happened. A Cana-

dian soldier traded cigarettes and came into possession of guilders, what is the 
next step? How do the guilders get into the possession of some authority and 
what consideration is given a soldier for turning over the guilders?—A. My 
understanding is this; when a soldier left the Netherlands he was stripped of 
Netherlands currency- and given the currency of the country to which he was 
going or else he received' credit in his pay account. I think that is true, but 
if you want to be sure you should call somebody from the Department of 
National Defence. 

By Mr. Jaenicke: 
Q. When the Dutch issued that new currency you said they called in the 

old currency, is that right?—A. They refused to convert the old currency 
after a certain date. 

Q. When they did convert the old currency into new currency, at what 
rate did they convert it?—A. I do not know. 

Q. Did they give a guilder of the new currency for a guilder_ of the old 
currency?—A. I do not know. 

By Mr. Homuth: 
Q. Had we got in under the date line, we would have received sterling or 

dollars for the guilders we had?—A. No, the Dutch government refused to 
take them. 

Q. But had we got in under the date line . . . .?—A. No, the Dutch govern- 
ment said 20,000,000 guilders were their liability. 

By Mr. Ashby: 
Q. You do not know how they arrived at that figure?—A. Of the 20,000,000? 
Q. Yes.-,-A. That was our request, that would be the army request in 

the first instance for money. I am told, this is hearsay, that the army people 
first became disturbed over the situation by the degree of absenteeism from 
pay parades showing the troops did not need money. 

By Mr. Fleming: 
Q. Mr. Chairman, as Mr. Sellar stated yesterday this matter is still under 

negotiation between the two governments. The story is not necessarily closed?—
A. No, sir, I know the Department of Finance has had conversations with the 
representative of the Netherlands government within recent weeks. 

By Mr. Jackman: 
Q. The guilders were perfectly good spendable currency as long as they 

were in the hands of the troops, but once they got into the hands of the 
government in excess of 20,000,000 guilders which were exchanged officially 

• 
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for Canadian dollars or sterling, then the guilders became worthless appar-
ently?—A. Yes, the troops got the money. The troops were paid. 

By Mr. Fleming: 
Q. The government is being called upon to take the loss by reason of 

signing this agreement with the Netherlands government and putting this 
ceiling of 20,000,000 on exchangeable currency?—A. That is the situation, yes. 

By Mr. Jackman: 
• Q. In the original contract between the Canadian forces and the Dutch 

government there was a ceiling. We were just given the fact that 20,000,000 
Dutch guilders were to be at the disposal of the Canadian forces in exchange 
for another currency. Was there anything in the contract of which you know, 
Mr. Sellar, which said 20,000,000 will be the amount which the Dutch govern-
ment will honour when our troops withdraw from that land?—A. I have never 
read the document to that extent, so I would not like to say, sir. 

Mr. PROI3E: I am sorry I was not here yesterday, but what is the object 
of enquiring into this? Are we to make some recommendation to the House 
of Commons in respect to the amount of money apparently that the Dutch 
government is refusing to honour because of the Dutch guilders we find in our 
possession? Is our enquiry with respect to the disposal of this money or is it to 
trace how that money came into the hands of the Canadian troops? 

The Acting CHAIRMAN: Mr. Picard will be in a better position to answer 
you than I am. I was at the industrial relations committee yesterday. 

Mr. FLEMING: Mr. Sellar brought it out as an illustration. 
The WITNESS: I have it in my report. It is item 72. I draw attention to 

this transaction because here is currency charged to a parliamentary appropria-
tion and it is not reflected in the cash balances held. 

Yesterday, I.said they had a similar transaction in England. I may have 
misled you when I said a similar transaction because that transaction deals 
with Reich marks and Austrian currency. The Netherlands was not specifically 
mentioned. The British dealt with it by supplementary estimates and quite 
recently the House of Commons authorized £20,000,000 to be written off as 
balances irrecoverable and claims abandoned. 

The explanation given was as follows:— 
In addition to the increased expenditure brought about by the above 

changes... 
They were dealing with the changes in army costs. 

...it is necessary to make provision for substantial losses incurred on 
accumulation of surplus marks and schillings in Germany and Austria. 
On the 20th May, 1946, the Secretary of State for War informed the 
House of Commons of these losses and announced the introduction of 
the British armed forces special vouchers scheme. The supplementary 
estimates provides £20,000,000 to cover such of the losses as were incurred 
during the current year prior to the introduction of the special vouchers 
scheme. 

The British government has written this off as a total loss, but they are dealing 
with Reich marks and Austrian currency. 

At this point Mr. Picard resumed the chair. 

By Mr. Fraser: 
Q. The British were dealing with enemy countries and not with allies?—

A. Yes. 
Q. The way I look at it our troops overseas have evidently benefited by 

this money. I do not blame them a bit. However, I think it is up to your 

department to try and work out some way by which that cannot happen again in 
another war. I feel that this Canadian Commercial Corporation may possibly 
recover some of that money for us when they are buying goods overseas. 

Mr. FLEMING: I think there are two things which are entirely separate and 
between which we must distinguish. The first one is the administration problem 
of the armed services, in regard to whatever control they exercised over the 
troops and their transactions. Mr. Sellar's problem is a different one. It is to 
see that if money is to be issued for these purposes it must be appropriated for 
the purpose and should not just represent dipping into a general army pot. 
It is a matter which should be specifically voted by parliament. 

Mr. PROBE: Has this already been done? Have we already balanced the 
deficit? The Canadian government has already paid this? 

The CHAIRMAN: This item of $16,000,000 or something, like that is included 
in the army estimates which are to be voted. It is reported in the Auditor 
General's report here. The witness is bringing it to our attention because he 
feels this should have been the subject of a special war entry and a special 
vote by parliament as has been done in England. He has just brought our 
attention to the procedure which might have been followed. Does that answer 
your question, Mr. Probe? 

Mr. PROBE: Yes, thank you. 
The CHAIRMAN: Now, gentlemen, we might pass on to the next item. 
The WITNE,ss: The next answer deals with the fiscal year periods. lam 

not sure what I was asked for, but I assumed you wanted a list of the various 
companies and boards with the end of their fiscal years. Now, I have circulated 
the list and have divided them between those which I audit and those which 
are audited by commercial auditors. Do you wish me to read this list of these 
various companies? 

The CHAIRMAN: No, you can dispense with that. 
Mr. FLEMING: But it will go into the 'record. 
The CHAIRMAN: Yes, we will have it put in the record but you can dispense 

with reading it. 
(The list of companies to be included in the record is as follows) : 

1. Active Crown corporations and instrumentalities with fiscal year 
ending March 31 are:— 

Audited by Auditor General 
Canadian Arsenals Limited 
Canadian Broadcasting Corp. 
Canadian Commercial Corp. 
Commodity Prices Stabilization Corporation 
Federal District Commission 
National Battlefields Commission 
Park Steamship Company Limited 
Polymer Corporation Limited 
War Assets Corporation 
Wartime Housing Limited 

up 	
Wartime Shipbuilding Limited 
Yukon Council. 

Audited by Commercial Auditors 
Canadian Farm Loan Board. 

2. Like bodies with fiscal years ending December 31 include: 

Audited by Auditor General 
Custodian of Enemy Property (1947) 
Export Credits Insurance Corp. 
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*Eldorado Mining & Refining (1944) Ltd. 
Foreign Exchange Control Board 
National Harbours Board 

*Northern Transportation Co. Ltd. 
Audited by Commercial Auditors 

Bank of Canada 
Canadian National Railways 
Central Mortgage and Housing Corporation 
Trans-Canada Air Lines 

3. A•few have year-end dates at other periods. They are: 
Audited by Auditor General 

Canadian Sugar Stabilization Corporation Ltd. (probably 
August 31). 

Audited by Commercial Auditors 
Canadian Wheat Board (the crop year—July) 
Industrial Development Bank (September 30) 

The WITNESS: Then, I will start reading at paragraph 4. 
4. Corporate bodies which are treated as departments use March 31. 

These include: National Film Board, National Gallery, National 
Research Council and Unemployment Insurance Commission. 

5. From the viewpoint of the Audit Office, it would facilitate its 
work were the fiscal year-end of all corporations which are audited by 
it designated as December 31st. The reason is that all of such accounts 
would be out of the way before the final examination was commenced 
of the accounts of the government. 

6. With respect to the suggestion that the fiscal year-end of the 
government be December 31st, obstacles which present. themselves 
include:— 
(a) Parliament would have to meet in November or December to vote 

interim supply. 
(b) In view of our climate, field work starts in the spring months, there-

fore departments would have to estimate far in advance of actual 
requirements. 

(c) The dominion and the provinces have many interlocking interests, 
and as a result, the provinces are progressively adopting the 
March 31st date in order that statistics and financial statements and 
arrangements are easily reconcilable. 

Those were the three points which I could see, Mr. Macdonnell, which I 
thought you should weigh from my angle. 

By Mr. Fleming: 
Q. Do I take it you are recommending to the fullest extent possible that 

the corporate bodies should have a fiscal year corresponding to the calendar 
year?—A. It would certainly be a convenience to me. It might present a little 
problem when you are comparing the financial reports of a corporation dated 
December 31st and the Public Accounts of Canada dated March 31st. You 
might see an advance from the government reflected in the books of the 
corporation at a certain figure and then when you looked at the public accounts 
you would see a different figure because of the three months interval, but I do 
not think that is imperative. 

*Plaaaning to change to March 31st. 

Q. How is that situation met at the present time. in the case of Crown 
corporations which are on the calendar year basis?—A. Well, take the National 
Harbours Board; it is the simplest one. We show a figure as of December 31st 
for the National Harbours Board. The Department of Finance shows the figure 
as of March 31st. There is sometimes a difference. If a person did not notice 
they were two different dates, he might say the figures were in conflict. I do not 
regard it is a serious problem. 

I have put down here the Sugar Stabilization Board as having a fiscal year 
date of August 31st; that is the end of the sugar year. I am told they are 
playing with the idea of accepting March 31st, but I have no official notice of it 
so I put it down as August 31st. 

Q. Has this matter been the subject of discussion between you and the 
governmental officials responsible?—A. No, sir. 

Q. The matter has not been recently discussed?—A. No. 
Q. Was there any discussion with you or any discussion of which you are 

aware when these various Crown corporations were set up as to what might be 
the best fiscal year in each case?—A. We will use the munitions companies, 
if you will localize it to that extent. I think it was discussed. We took the 
view, as those companies were going to be financed out of war appropriations it 
would be well to have their dates coincide with all of the departments. 

Q. That would be March 31st?—A. March 31st, but that situation has 
changed now as the result of the Government Companies Operation Act. 

The CHAIRMAN: Are there any more questions on that memorandum? 

By  Mr. Jackman: 
Q. To the list of those audited by commercial auditors, I suppose you could 

add the name of the Canadian West Indies Steamship Company?—A. Yes. 
Q. And the Hudson Bay Railway?—A. Yes. The Hudson Bay Railway 

Company is treated as part of the Canadian National Railways for adminis-
trative purposes. 

Q. And audited by independent, outside auditors?—A. Yes. We are 
interested to the extent there is a parliamentary appropriation to make good any 
deficit. We are interested to that extent and beyond that we are not. 

There may be various companies I have omitted from the summary, such 
as the Aero Timber Products, which is just a standby company now. 

By Mr. Macdonnell: 
Q. Mr. Sellar, I presume you would say that by and large this system is 

working out pretty well, but you would like to see in connection with these 
ancillary operations, the calendar year used?—A. Yes, I am a little selfish in 
this regard because it means my staff work could be better distributed. 

'  By the Chairman,: 
Q. For parliament to have an exact picture of the reports that would not 

matter, as you said a moment ago?—A. You would have the reports. Take the 
National Harbours Board, I have signed all the reports for all the ports and 
delivered them. I think the last was three weeks ago. 

By Mr. Macdonnell: 

41 	 Q. You have pointed out that there is this lapse of time which means that 
you certify amounts as of the end of the year; then all that goes into the 
government's account itself three months later. If there is any likelihood of the 
three months period being untypical so the thing was a great deal distorted 
at the end of the three months period, we would get a false picture in public 
accounts and that would be important but I gather from you you do not expect 
there would be anything of that kind?—A. The chances are that would arise, 
unfortunately, in the case of the Canadian National Railways because if the 
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Canadian National Railways happens to be running in a deficit position it might 
mean a rather heavy advance from the government in January, February and 
March because those are the winter amounts and the hard months. You already 
face that situation with respect to the Canadian National. 

Q. It is better that we should get a less favourable picture rather than a 
more favourable picture. 

Mr. FLEMING: There is another advantage, apart from the one which Mr. 
Sellar has said he was putting from a selfish point of view. I should like his 
comments on this; if these Crown corporations were put on a calendar year 
basis and the books closed on December, 31st, parliament would receive their 
annual reports and their audited statements during the session then next ensuing 
which would be the spring following. As it is now, when these companies are on 
the government fiscal year basis ending March 31st, we do not get the advantage 
this current session of parliament of these reports except in very rare cases. 
Usually, it is a matter of going over until the following session just like public 
accounts. 

The WITNESS: Well, of course the idea is and your legislation of last year 
was, that these would be all tabled by the first of July. 

By Mr. Fleming: 
Q. That is for the corporations which are operating under the Crown 

Corporations Act, but there are all these others which are set up under a 
special act and are operating on the government fiscal year basis. I think it is 
a matter of considerable importance. I instanced yesterday the Canadian 
Broadcasting Corporation. Here is a committee sitting this year going into the 
affairs of that organization and the last complete report before that committee 
is for the fiscal year 1946. Here we are sixteen months later, supposed to be 
reviewing those affairs and we can get only an approximate statement for the 
fiscal year ending March 31, 1947. It is not a finally audited statement of the 
company. It seems to me, quite apart from the matter of facilitating the 
internal operation of Mr. Sellar's department, this is a matter of the very 
highest importance for the working of the House of Commons. We are working 
with stale information part of the time?—A. Take the C.B.C. or any others, the 
statement for every one of them would be out not later than four months 
after the end of the year without any additional staff. 

By Mr. Fraser: 
Q. You would mean by that you would issue two books of this nature; one 

for the Crown companies and one for the ordinary accounts, would you?—
A. No sir, because you already require the minister over these companies or in 
the case of the C.B.C., the governors to present to parliament a report including 
the financial statement. It is already in. 	 • 

By Mr. Fleming: 
Q. They are tabled separately?—A. You 

By the Chairman: 
Q. How soon after the end of the year, if it was fixed at December 31st, 

could you bring a report that could be tabled in parliament?—A. If the year 
was fixed at December 31st, the first company's report would be ready in 
February; the next company report would be ready a week latdr and perhaps 
it would progress in that manner up to four months. 

By Mr. Fleming: 
Q. That is to say, if parliament was sitting beginning at the end of 

January it would receive a continuous string of reports of the operations for a 
period that would not be more than a month or two months, or at the very 
most, four months?—A. Yes, they would not be— 
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Q. We would be working with up to date information instead of the stale 
information with which we work far too often now? 

The CHAIRMAN: The reports Mr. Sellar brings would result in out sitting 
here until August or September. If we received one in July it would form a basis 
for further questioning. 

Mr. FLEMING: That is the reason for moving it back to December 31st. 
The CHAIRMAN: You want to advance the time you are here. If we get a 

report for say 1946, with the year ending the 31st of December, we would not 
get the report let us say until July. 

Mr. FLEMING: Mr. Sellar said it would take four months. 
The CHAIRMAN: It would mean you would be keeping parliament here 

longer. 
Mr. FLEMING: No, it would mean keeping parliament a shorter time because 

we would get the last of these corporation reports around April. We would 
be receiving these reports in February, March and April instead of having them 
come in now on the eve of prorogation of parliament or perhaps even after. 
I understand the C.B.C. report will not be ready until August of this year. 

The CHAIRMAN: We will receive all these corporation reports, but we will 
not receive the general audit so we will be one year late as we are now. 

Mr. FLEMING: That is a different matter. 
The CHAIRMAN: Are there any other questions, gentlemen, on this item? 

Shall we go on to the next item? 

By Mr. Jaenicke: 
Q. If all the accounts were audited by you, Mr. Sellar, the accounts which 

are now audited by commercial auditors, how much additional staff would you 
require? Have you ever figured that ont?—A. No, sir, I have never tried to 
figure it out. Parliament having decided that certain bodies should be audited 
by commercial auditors, I did not pay any more attention to it. The big con-
sideration, of course, would be the Canadian National Railways. 

By Mr. Macdonnell: 
Q. I just ask you if it would be fair to sum up what you say, Mr. Sellar, 

by saying you are in favour of using the end of the year for these Crown 
corporations in spite of the very slight disadvantage there would be. Would 
that be a fair summary?—A. Yes. 

Mr. MACDONNELL: I take it this is not the proper .time to suggest any 
action by the committee. The time for that will come later, Mr. 'Chairman? 

The CHAIRMAN: Yes. Do I understand, Mr. Sellar, you are personally 
making a recommendation to that effect? 

The WITNESS: Yes, so far as the companies I audit are concerned, I am 
not in a position to know the internal machinery of the other companies. 

The third memorandum, gentlemen, I present with some diffidence. Mr. 
Macdonnell asked me yesterday to give my observations on a point beyond 
my knowledge or field. It is in connection with the estimates. He asked 
whether there were any means by which the estimates and public accounts may 
be discussed while still fresh. I think that was his thought. 

The following is the memorandum I have prepared:— 

RE CONSIDERATION OF ESTIMATES AND PUBLIC ACCOUNTS 

1. The Consolidated Revenue and Audit Act, 1931, contemplates 
that the accounts be closed on May 31st. During the war the date was 
always much later, because of closing entries with respect to overseas 
accounts, etc. The accounts for 1946-47 are not closed yet. 

a 

get them separately. 
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2. The mechanical side of printing requires four months at present. 
It would be prudent to add at least one month for first copy for the 
printers. Consequently, only by an early closing of the accounts can the 
volume be available before the new year. Of course, the Public Accounts 
of Canada are much more detailed than is general for national govern-
ments. Were it considered that some detail could be eliminated, a shorter 
time would be required for production. 

3. So far as the Auditor General's report is concerned, it can he 
produced within six weeks after the balance sheet is proffered for 	111" 
certificate. 

4. As to the question of the same committee considering current 
estimates and the public accounts, it appears that such a plan is receiving 
serious consideration in England. The report of a Select Committee on 
Procedure (ordered printed October 31, 1946) deals with the question 
and recommends:— 

For these reasons your committee consider that the functions of 
the committee of public accounts and the estimates committee would 
be better performed by a single committee. Such a committee would 
have no powers beyond those possessed by the separate committees 
now, and there would be no change in the position or duties of the 
Comptroller and Auditor General, either in relation to the depart-
ments or the committee. The advantage of combining both functions 
in a single committee working through sub-committees is twofold. 
First, the knowledge and experience gained by examination of the 
accounts would be brought to bear upon the examination of current 
expenditure, and vice versa. Secondly, a single committee with sub-
committees provides a method for co-ordinating the whole work of 
the examination of expenditure, for which neither overlapping 
membership nor any other method of liaison is a satisfactory 
substitute. The result would be a strengthening of parliamentary 
control of expenditure and it might be that fewer members would 
be needed for this work. As to the number of sub-committees needed 
and the division of the work, your committee think that these detail 
would be better settled by the committee itself in the light of its own 
experience. 
5. It is, of course, to be borne in mind that supply procedure at 

Westminster differs from that followed in Canada. Twenty sittings are 
set aside for estimates; items are selected for discussion by the opposition 
and the debate is on public policy. On the last day, or August 5th, at the 
latest the balance of the estimates are automatically passed. 

6. I doubt if such a procedure would now be regarded as satisfactory 
in Canada. At the same time, one cannot ignore the time demands made 
on the House of Commons. My suggestion therefore is that thought might 
be given to:— 
(a) reducing the number of 'votes, in order to facilitate debate and to 

permit closer estimating. 
(b) requiring more extensive printed explanations to be provided to 

members; 
(c) dividing the estimates into groups, one group consisting of items 

which may be financed out of operating revenues; 
(d) the House referring to a committee for examination and report 

(before consideration by Committee of Suppy) : 
(i) all items for which a minister is not directly answerable for the 

estimate. For example, the items for the House of Commons, 
the Senate, the Library, the Auditor General's Office, the Chief 
Electoral Office, the Civil Service Commission, the Courts, etc.; 
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(ii) all items to be financed out of operating revenues. This would 
include such bodies as the Post Office, the Board of Grain 
Commissioners, the Patent Office, etc.; 

(iii) all items where administration is not directly controlled by a 
minister or by the Consolidated Revenue and Audit Act. For 
example, the National Research Council, the National Film 
Board, or any grants to the National Harbours Board, the 
Federal District Commission, the Canadian Broadcasting 
Corporation, or a Crown company, etc.; 

(iv) any grant which will not be accounted in detail to parliament. 
For example, grants to associations, fairs, steamship subventions, 
etc.; 

(IT) any grant to be administered by a provincial government or by 
a municipality; 

(vi) any grant which the Speaker is of the opinion gives rise to the 
question: Is the purpose within the phrase "for the public 
service" of Canada? 

I have taken the phrase which I quoted from the B. N. A. Act. - 

By Mr. Fleming: 

Q. Item No. 1 in that last group, Mr. Sellar, an item for which the minister 
is not directly answerable for the estimate. You have given some examples. 
What about the statutory items, those items in the book of estimates marked 
with an "S". Do you include those?—A. You cannot do anything about them 
unless you are going to amend your Act. They are just included now for your 
information. 

I am now working on my report for the next fiscal year. I am very seriously 
considering recommending to you that you should take a look at one statutory 
item for $160,000 paid annually to the fishermen of the maritimes. It is 
supposed to be the equivalent of the Halifax award which was allotted or was 
paid back 60 years ago, over 60 years ago. The basis of the distribution was 
then set down. Conditions have changed materially since and I think there 
may be some way that the $160,000 could be of greater benefit than as now 
applied. I do not say I am right, but I say it should be considered. 

Otherwise, you have not got before the committee on supply an official 
statutory item at all. They are just there for your information. 

Q. But they are linked with the item for administration of that particular 
department. They come up for consideration with the administration item?—
A. For every vote, you start off with the minister's salary. 

Q. I am thinking about a statutory item. For instance, under the Depart-
ment of National Health and Welfare you have the old age pensions. You 
have two items, one for administration and then you have the statutory item 
which is the actual amount of the pensions paid?—A. Yes, that is there just 
for your information. 

Q. But so far as discussion is concerned, you get it on the administration 
item?—A. Yes. 

By Mr. Macdonnell: 
Q. There is one item on page 2 of this last memorandum, (d), 

The House referring to a committee for examination and report— — 
Am I right in thinking that would be substantially a committee like the single 
committee which is mentioned on the preceding page; the same kind of thing in 
general?—A. I have not tried to reason that out, sir. My only thought was 
this; that there should be one committee to deal with them all and not send 
some estimates to the external affairs committee; some to the industrial relations 
committee; some to the fisheries committee, the agricultural committee and 
S o on. I thought they should all go to the same committee, whatever it was. 
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Q. Would it be a committee which might be generally described as dis-
charging the functions of the committee on public accounts and estimates, as 
they call it in England? Would it be generally like that?—A. I would say yes, 
that would be my thought. What the thought would be from the point of view 
of the House of Commons, I do not know. 

By Mr. Fleming: 
Q. You might possibly use subcommittees. There is no reason why, in the 

case you mentioned, external affairs estimates could not be referred by the 
main committee on estimates to the committee on external affairs as a sub-
committee to perform the functions •of a subcommittee and report back to 
the main. committee?—A. I agree with you there. Your idea is to be critical 
of the estimates. You want to promote economies in the estimates. 

Q. And obtain information, too?—A. Yes, I know, but if you send the 
estimates to a committee—I am not using the words in an insidious way—
but a committee that has a hobby would be partial towards the estimates of 
that department. Let us say the fisheries committee were considering the 
fisheries estimates. All the members of the committee would feel that the 
estimates were too low for the proper maintenance of the fishing industry. 

Q. Yes, and you need not limit it to fisheries, you could use agriculture as 
an illustration?—A. I would not draw the line anywhere. You would want 
to see the estimates go to a cold-blooded committee rather than a friendly 
committee. 

Mr. BRADETTL: When the estimates went before the external affairs com-
mittee we did not find the state of mind which has been mentioned by the 
witness. We were very careful in scrutinizing as thoroughly as possible all 
the estimates and enquiring into all the ramifications of the Department of 
External Affairs. We always had in mind keeping the expenditure as low as 
possible. I just want to correct that impression because we have had the 
external affairs estimates before us for the last three years. 

Mr. MACDONNELL: But do you not think that is because that is money 
which is being spent outside the country? 

Mr. BaAnyrrE: It may be, but we have been good watch dogs. So far as 
economies were concerned, we were willing and ready to use the broad axe if 
necessary. The members of the committee were not backward in stating their 
feelings on the subject. 

As Mr. Sellar has suggested, it might be very different if we were dealing 
with an agriculture or fishery committee. In a committee such as external 
affairs, the members are dealing with a question in which they are all interested 
but in a different way from a member sitting on a committee such as agri-
culture. If you were a farmer sitting in the agriculture committee, you would 
want to see as much money go to the farmer as possible. 

Mr. FLEMING; I should like to bear out what Mr. Bradette has said. This 
committee did perform a useful function in getting out the information about 
the workings of this department as well as questioning the estimates. Informa-
tion was obtained concerning the department which had not been brought out 
before. You cannot possibly do that in a committee the size of the committee 
on supply. 

Mr. BRADETTE: In a committee such as the House committee on supply, you O 
only receive information indirectly. It is conveyed sotto voce to the minister 
and then expressed to the members of the committee. In a special committee, 
you have direct information from the officials concerned. This fulfils 
two great functions. It relieves the poor minister from  a  lot of drudgery 
and it gets direct information to the members of the committee quickly. The 
procedure followed in the House is not a businesslike one. In the committee on 

external affairs, we had expert officials who knew the situation. We secured 
the information quickly and in a very clear, forceful way. 

Mr. FLEMING: And directly. 
Mr. BRADETTE: Yes, and directly. It was a marvellous experience for me 

and I believe the other members of the committee as well. 
Mr. FLEMING: The minister did not even come to those meetings. The 

officials were there. 
• Mr. BRADETTE: Yes, he was saved a great deal of the burden. A-Il the 

members of the committee were bright and quick in expressing their opinions 
on each item of the estimates. They expressed their opinions clearly and 
forcibly. 

Mr. JAENICKE: I agree with that, but at the moment, I agree that if you 
were to go into the estimates thoroughly a committee such as Mr. Sellar 
suggests would be more advantageous. After all, we can investigate the workings 
of the departments when going through the estimates. In my opinion, we can 
call the officials. One thing about our foreign service; our legations and embassies, 
things of that nature, so far as external affairs are concerned we can call those 
officials for that information. So far as criticizing expenditures are concerned, 
I am of the opinion that Mr. Sellar's idea of having a general committee to 
investigate all the expenditures is much better than referring those expenditures 
to departmental committees. I think we are very just and mutually impartial 
in the external affairs committee, but I certainly think if you referred the 
agriculture estimates to the agriculture committee and the fisheries estimates 
to the fishery committee you would find those committees were interested in 
those particular industries and would certainly be partial, as has already been 
indicated by Mr. Sellar. 

Mr. FLEMING: Mr. Chairman, I do not know that the two ideas, I think 
Mr. Sellar agrees, are necessarily exclusive. If you had this committee specially 
charged ,with a review of the estimates and a review of public accounts, it 
might want to farm out some part of its work, specialized work for instance, 
to the external affairs committee. 

In the case of the External Affairs Departmental estimates, it might be 
that there is so much work to be done by that committee, if it did a thorough 
job, it might need assistance from some of the other standing committees. The 
standing committees could review the estimates of the departments closest 
to them. I do not think the ideas are necessarily exclusive. I think they could 
be harmonized in the light of experience. I think it is very important in the 
light of our experience with estimates, of which I can only speak in this 
present parliament, to have some standing committee do a really serious job of 
reviewing the estimate. I think the way we are handling our estimates in the 
House, as I said some little while ago, is little better than a farce. 

Apart from a rare case, we do not sit down and check over the estimates 
at all. There are general discussions on policy. All members bring forward 
some particular problem which may have no relation to the actual expenditure, 
but which is simply related to the department. There is no committee or any 
body around here at all officially charged with the checking of the expenditures. 

The CHAIRMAN: Many of the questions asked in the committee on supply 
Oare sort of fishing expeditions to get information more than actually checking 

on the estimates. 
Mr. FLEMING: It takes a lot of time because a lot of members in the 

House are not interested in the particular item under discussion. They become 
restless and the result is that the member who is trying to get information is 
harried. 
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Mr. BRADETTE: I have been a chairman of the committees of the House and 
from my experience I would say that what Mr. Sellar asks now is something 
which might prove to be very beneficial. No one can study our estimates under 
present conditions. Our estimates are not thoroughly scrutinized for the simple 
reason when any new department is brought in, the first item is administration. 
This always brings forth a general discussion and the chairman has practically 
no means by which he can curtail the discussion in any way. 

There is a suggestion in Mr. Sellar's report, in section 5, which says, 
It is, of course, to be borne in mind that supply procedure at 

Westminster differs from that followed in Canada. 

If we follow the British procedure we will be far ahead of the game, and 
then that committee will have reasonable opportunity to go into all matters. 
That will happen through the discussion we have on practically all items, 
not only administrative, but all items which will have to be concentrated before 
the committee. These discussions will take place before the committee and 
experts will give us all the information necessary. I believe the curse of the 
House of Commons in the Committee of Supply has been the repetition of 
discussion on the very same items. When it is stated at the end of the session 
that we have passed millions of dollars without scrutiny, it is absolutely unfair 
to the members of parliament. We spend three or four or five days, and, I 
have even seen us spend eight days, on on item of only $50,000, meaning that 
the department concerned was thoroughly discussed. When it comes to the 
end of the session the items we pass so rapidly are really statutory items, and 
I want to be fair to their adoption. Generally speaking members of parlia-
ment have been very, very careful indeed in the discussions of public funds, 
even going so far as to curtail unnecessary travelling that they thought occurred 
in a department. In many cases it has turned out the other way. Perhaps 
more money is needed for a certain constituency and I am interested if it is my 
constituency. That is the human factor we must deal with. I would repeat 
again that the suggestion may lead to a change in our rules of procedhre, but 
we must necessarily do that if we want to have proper discussion and to truly 
discuss the items. 

Mr. FLEMING: I think Mr. Bradette is referring to the fact that we would 
save a lot of time in the House if the estimates were accompanied by printed 
explanations after the manner Mr. Sellar has suggested. 

Mr. BRADETTE : I am not sure that it may not lead to more discussion. 
Mr. FLEMING: It might lead to more intelligent discussion. 
Mr. GLADSTONE : The consideration of estimates before a special com-

mittee and the bringing of officers of the department before the committee 
centainly would tend, in my opinion, to promote efficiency. According to our 
present method of considering estimates now in the Committee of Supply, 
what actually happens is that we put the minister and the government on the 
defence, together with those officers whom we are criticizing. It seems to me 
that is a long distance from the methods employed in ordinary business. I 
think it should be the desire of members of parliament to discover weaknesses 
if there are any weaknesses in departments and to correct those, in the interests 
of promoting efficiency and saving .public money. 

Mr. FRASER: I would like to ask Mr. Sellar a question. In this report 
on page 2, it reads: "All items where administration is not directly controlled 
by a minister or by the Consolidated Revenue and Audit Act". 

Included in the list is the National Film Board. In our ordinary estimates 
we have the National Film Board under the National Revenue Department. 
Why do you put that in there? 

The WITNESS: I used that to illustrate the point. The National Film 
Board is administered by a board consisting of two members of the Privy 

Council and, I think, six private individuals, three of whom are to be selected 
from the public service of Canada and three who have no connection with the 
service of Canada. That body administers the National Film Board. Now 
Dr. McCann is, at the present time, the Chairman of the National Film Board. 
Therefore he is the minister who has to pilot that estimate through the House, 
yet he is not like the Dr. McCann, the Minister of National Revenue who is the 
supreme head over his department. He is just a member of the board of eight, 
and that is why I was drawing the distinction. 

• Mr. FLEMING: I have several questions, not on these memoranda sub-
mitted by Mr. Sellar this morning, but on the more general aspects of his 
report. 

Mr. FRASER: May I ask another question' with respect to the Film Board. 
Why is the Film Board estimate in our estimates? Take the other corpora-
tions—they are not in our estimates. 

The WITNESS: The National Film Board is not a corporation in the true 
sense of the word. It is financed entirely out of parliamentary appropriations. 
I do not think it should be listed under National Revenue at all, because you 
have got to know the minister who is chairman before you can find it. 

Mr. FRASER: Yes, I think you are right. It used to be under War Services. 
The WITNESS: Yes, and I think it should be under its own name and not 

under a minister at all. 
The CHAIRMAN: I think it applies to many items. Under item 3, the 

broadcasting corporations are discussed before the House. 
Mr. FRASER: Yes, but we have not got the broadcasting corporations in 

our estimates. 
The CHAIRMAN: But they are discussed before the House in the report 

of the minister. 
Mr. FRASER: Not under the Canadian Broadcasting Corporation. I think 

we can only bring them in under an item of the Minister of Transport, along 
with the short wave stations down on the coast. 

The WITNESS : Plus any capital loan—if you have a vote for the capital 
loan you may bring them in. 

By Mr. Macdonnell: 
Q. I have just two short questions. On page 2, item (c) says "dividing 

the estimates into groups, one group consisting of items which may be financed 
out of operating revenues;—" and so on. 

(d)  concerns the House referring to a committee for examination and 
report and then we have subsections (i), (ii), (iii), (iv), (v), (vi). 

What are the substantial omissions from (c/) and where are they set out? 
Are they very important items?—A. Well, standard services, where it is 

purely a ministerial policy or governmental policy I have excluded— 
Q. For example— —A. Take the Department of Finance for example, which 

is purely an administrative service. The government is answerable for that but 
I do not think it would be. consistent with our idea of ministerial responsibility 
for departments if the minister had to deal with details when he faced the 
House of Commons. 

Q. It is very hard to draw the distinction in finance. You have some 
ancillary things like Wartime Prices and Trade. Board, however, do not let 
me press that.—A. I was influenced by that a number of years ago, shortly after 
I came to Ottawa. Dr. McGibbon, who is a member of your constituency— 

Q. My former constituency?—A. —moved a resolution that there should 
be an estimates committee that should deal with the estimates and it was on 
the basis of that debate that I was prompted to try and draw a dividing line 
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it that the recommendations that you make as a result of your audit are not 
necessarily all contained in your formal report?—A. No, most of the problems 
we raise are settled long before the books are closed. 

Q. Now where do you draw the line between those that are made on the 
spot and those that are reserved for formal treatment in your annual report?—
A. We record anything that concerns policy in relation to the responsibility 
of the House of Commons over the Consolidated Revenue Account. Such things 
should be reported to the House. 

Q. Do you report those to the department concerned in advance?—k. The 
departments see my report before it is printed. They are asked if that is a 
fair statement of the facts, not whether they agree, with it, but whether it is 
a fair statement of the facts. If they say it is not a fair statement of the 
facts we ask them where we are wrong. We may adopt their suggestions or we 
may not adopt them. We tell them we want a fair statement because our 
report is going out in print and our statement will carry more weight than their 
denial later on, and we ask for their statement before it is printed. 

Q. Do you have many cases of difficulty in reconciliation of the two posi-
tions?—A. No. 

Q. In other words when we pick up your annual report the facts stated are 
common ground between you and the department concerned, but the views or 
opinions expressed are yours, and yours alone?—A. Yes. 

Q. Well I am concerned about the follow-up in the department, both in the 
cases of the recommendations that go from you direct to the department, and 
also those that appear in your annual report. Are you concerned about the 
follow-up, or is that purely and simply a matter for the departments con-
cerned?—A. No, we keep following it up. If remedial action is not taken in a 
year and we consider it sufficiently important, we will draw it to your notice a 
second time. If you pay no attention to it two years in a row, we form the 
opinion that you are not very much concerned and we withdraw the note. 

Q. You are addressing parliament now in what you say.—A. Yes. 
Q. I am thinking now of cases where you have recommended certain things 

regarding a particular department. Is it any concern of yours to follow that 
recommendation up with the department?—A. We make it our business. We 
are on very good relations with the departments and, as soon as our report 
comes out, the departments go after these various things because no department 
likes publicity that is critical, and they try to remove the opportunity for that 
criticism being repeated. Secondly, if it is expenditures, the comptroller of the 
treasury staff also may put on the pressure. Our own people, as I say, also 
get to work on it and very few things are not settled to the satisfaction of all 
concerned. 

O. What is the responsibility of the comptroller of the treasury with respect 
to following up recommendations which you make?—A. You could not find it in 
the statute. It is his job to see things are in proper order. 

Q. That is he assumes responsibility of taking your recommendations and 
following them up where he considers they are legitimate?—A. Where he con-
siders they are important but he may decide against me. Usually be does not. 

Q. Does that often follow?—A. No, but I was the first comptroller, and 
11) the present comptroller was my assistant and we think rather along the same 

lines. 
Mr. -MACDONNELL: Like Hitler -  and Dr. Schact. 
Mr. FLEMING: There were several items in your report that I was interested 

in from that point of view. I do not want to take the time of the committee 
to go into detail but on page 21, I will just mention the items quickly in 
passing. About half-way down page 21, item No. 54, vote 230. The last 
paragraph says "order in council P.C. 5528 of August 9, 1945, accepts as of 
October 31, 1945, the resignation of John Grierson, Government Film Commis- 
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between governmental service in the true sense of the word, and others that 
might be regarded as requiring a little difference in financing. 

Q. Another question is in regard to the fiscal year periods, I notice in 
paragraph 2 one of the bodies still being audited by civilian auditors is Central 
Housing and Mortgage. That seems to me to be purely government policy. 
The Bank of Canada is different, the Canadian National Railways are different, 
and Trans-Canada Air Lines are different, but it seems to me that Central 
Mortgage and Housing Corporation is purely a government operation, and I 
wondered whether or not we are not losing something by not haying the benefit 
of the Auditor General's comments on that. I would like to raise the question 
as to just why this is dealt with that way?—A. You passed that last year, 
sir, in your Acts of 1946. You put it in then. 

Mr. FLEMING: Do you approve of it? 
The WITNESS: I have no opinion. I do not mind - telling you now that 

Central Mortgage and Housing Corporation has all the houses of wartime 
Housing, and the board of directors of Wartime Housing consists of Central 
Mortgage and Housing personnel. I told Mr. Howe he should get his Act 
amended to take away my responsibility for auditing Wartime Housing. 

Mr. FLEMING: Will there have to be two different sets of auditors? 
The WITNESS: I do not care how they do it, but, having decided that 

Central Mortgage and Housing should be audited by outside auditors, it seems 
to me that Wartime Housing should be dealt with in the same way. 

Mr. FLEMING: I obtained a return in the House on the employment of 
auditors by Central Mortgage and Housing Corporation. They have employed 
two different auditors. 

The WITNESS: Yes, the section of the Act is quite detailed. 
The CHAIRMAN: Are there any other qtiestions on these memoranda or 

can we go back to the one submitted yesterday by Mr. Sellar. 
Mr. FLEMING: I would like to ask Mr. Sellar a question about the nature 

of the audit that his department conducts. 

By Mr. Fleming: 
Q. Mr. Sellar, you said yesterday you had a staff of two hundred. Is it a 

complete audit that is conducted or is it what is commonly called a spot audit? 
Mr. JACKMAN: Or a balance sheet audit? 

By Mr. Fleming: 
Q. Yes or a balance sheet audit?—A. Certain transactions are naturally 

100 per cent; those dealing with securities and so on are 100 per cent. Other-
wise we proceed by means of test audits. If we find things are in order after 
we make a reasonable test we stop. If we do not find that is the situation, we 
keep following through until we are satisfied we have the picture. The staff 
are located in the departments. They are not centralized and they audit from 
the working records. As a rule our audit runs about a week to a month behind 
the actual transaction. 

Q. In all cases it is a running audit?—A. Yes. 
Mr. MACDONNELL: Do you mean your audit representatives are in the 

various departments and to all intents and purposes look like the member of 
the department. 

The WITNESS: No, they do not look like them. They have a separate office 
and I keep changing them. I do not allow any man to stay too long so that 
he will get too familiar with the people he is auditing. 

By Mr. Fleming: 
Q. That is the answer. The next question I think, is this. It is about the 

follow-up that may or may not result from your recommendations. Now I take 
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sioner." Then there was an expenditure of "£85 for the trans-Atlantic passage 
of Mr. Grierson from Prestwick to Montreal. The expenditure is recorded as a 
charge to vote 230 although Mr. Grierson was no longer in the service of the 
National Film Board when the trip was made". 

Now did something follow that recommendation? 
The WITNESS: The National Film Board immediately took up the matter; 

so did the comptroller of the treasury. They referred the matter to the treasury 
board for instructions and the treasury board on November 8, 1946, directed 
that "payment of travelling expenses incurred in 1946 would not be warranted. 
As you will be aware it is not the practice to pay travelling expenses of officers 
after resignation." Therefore the National Film Board was ordered to recover 
the amount from Mr. Grierson. 

Mr. MACDONNELL: Who originally authorized the item? 
The WITNESS: It was authorized in London, England. 

By Mr. Fleming: 
Q. By whom?—A. They had an office over there. 
Q. The National Film Board?—A. The National Film Board had an office 

in London. Mr. Grierson acted in perfectly good faith in that respect. He had 
an understanding with the 'National Film Board that if they wanted him to come 
back his expenses, would be paid, and it had been intimated to him that they 
wanted to discuss certain matters with him. He was off the payroll and, as far 
as I was concerned, it was a wrong expenditure, but Mr. Grierson had quite a 
reasonable explanation in that case. 

Q. Now on page 28, and I would say that I am mentioning this item out of 
order, but the last paragraph on that page reports that in September 1944, the 
National Film Board sent an officer to London to act as co-ordinator of newsreels. 
Accountable advances for expenses were made to him from time to time. For 
the period September, 1944, to April 16, 1945, he proffered an accounting of 
$5,134.36, which included $949.59 disbursed for entertaining. As of March 31, 
1946, an accounting had not been accepted for $1,167.19. The Consolidated 
Revenue and Audit Act, 1931, requires that all outstanding accountable advances 
be repaid within sixty days after the close of the fiscal year. That was not done 
in this case, but deductions, first of $40 a month and later increased to $100 a 
month, are being made from his salary since April, 1946." 

That is the first case. Then the second case concerns another officer. 
"Another officer was accredited in June, 1944, to the armed services film unit 
overseas as a war correspondent. A per diem living allowance of $8 was 
authorized for him while in London. He returned from this assignment in 
November 1945. Net  advances of $6,627.36 were made and his accounting for 
$4,248.23 was accepted. Thus, at the year end, $2,379.13 remained to be 
adjusted. The officer has left the employment of the National Film Board." 

Again I am concerned about the follow-up. I take it in the first case a 
portion of the expenses of the officer were disallowed and recovery is being made 
by monthly deductions from his salary.—A. Coupled with that was the amount 
that should be allowed for entertaining. That item was referred to the treasury 
board in the last fiscal year and on March 21, 1947, the treasury board authorized 
the department to accept $500 as entertaining expenses out of that $900 odd and 
the account is now settled.' 

Q. And he has, in other words, paid about $400?—A. Yes. 
Q. What is the explanation of the line of distinction between the $400 and 

the $500?—A. The distinction was this. He was pretty generous in his enter-
taming and we thought some of it was unnecessary. The treasury board, having 
reviewed the matter,—I was not there, of course,—apparently decided $500 of 
that expenditure could be justified as entertaining and they allowed that, and 
told him to refund $400. He had actually spent the other $400. 
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Q. Did that arise out of an audit of yours or a recomendation from you, or 
did it arise out of an investigation by the treasury board, or the controller 
general?—A. That orginated on an observation of my man in London, England. 
In examining these accounts, he came across them and notified the National Film 
Board of the extent to which this entertainment was running. He notified the 
National Film, Board in Ottawa. They took action to correct it forthwith. When 
the accounts were submitted, the comptroller of the treasury, the National Film 
Board and ourselves, had a mutual interest. I reported it but it was the National 
Film Board and the comptroller of the treasury that dealt with it, in bringing it 
to the treasury board notice. 

Q. Now take the second case, involving the $2,379:13 where the officer has 
left the employment of the National Film Board. Was that never recovered?—
A. That amount has been reduced down to $264 but I am afraid there is an 
additional amount in connection with expenses in Greece and other countries. 

Q. Expenses of the same individual?—A. Yes. 
Q. Entertaining expenses?—A. No, just travelling expenses. He was 

supposed to operate through the army services but for some reason or other he 
went to hotels when he might have gone to the ordinary billets provided by 
the army. These accounts have just come in or at least they are 1946-47 
accounts and I beard about them the other day. 

Q. How much do they amount to?—A. I do not know. 
Q. Are they substantial sums?—A. No, I do not think so. 
Mr. FRASER: Are the claims fully paid? 
The WITNESS: The man has received the moneys and he is now proffering 

the• accounts in settlement. 

By Mr. Fleming: 
Q. You expect that you will have to recover from him?—A. Well I am told 

that. This is by way of information because you asked the question. I have 
not seen the accounts and I have formed no opinion on them. They have, 
however, dealt with the old ones and the amount as I say, is $264 which is due 
on them. 

Q
es
..In other words an attempt is being made to recover the money from him? 

A. y 
  

Q. On page 22, I will just pass quickly over this, but paragraphs 59 and 
60 are of interest to me. The votes are 418 and 426. 

Vote 418.—Construction was undertaken in 1945 of approximately 
2,200 houses for purposes of the Veterans' Land Act. Practising architects 
were commissioned to prepare 22 designs. The fee was generally $160, 
this giving the department the right to use a design 16 times. After that, 
$10 was paid the architect for each time a design was used. The architects 
had no responsibility with respect to actual construction. The $10 fee was 
paid 1,437 times with respect to 7 designs. Therefore, in addition to the 
initial fee, four architects received $14.370 for seven plans. The depart-
ment has since acquired the designs under an arrangement which permits 
use without further payment. 

Now I take it your purpose in setting that out in your annual reports was 
• to draw attention to the basis of payment which you considered to be unsound? 

A. It seemed to me to be an extravagant thing to pay for a design over and over 
again when the department was absorbing the costs of making the blueprints. 
That was so especially in connection with a simple house and where we were 
paying this large sum out over a long period. 

Q. What about the follow-up there?—A. In that case one architect, whose 
plans were used extensively, agreed to the department using his three plans 
indefinitely without any charge but he is the sole legal owner of the plan. 

• 

• 

• 
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Q. I have some returns on that. I will put the return on the record. It is 
sessional paper 135A.—A. The Winnipeg firm had a cash settlement made to 
them and we bought the plan. The same thing occurred with the Calgary firm 
and the Vancouver firm. Cash settlements were made. The Ottawa man did not 
ask for cash. 

Q. There is a sessional paper on that and perhaps it would save time if it 
were made part of the record. 

The CHAIRMAN: Do you think this should go in the appendix in the form 
of questions and answers? 

Mr. FLEMING: Yes, in the appendix. I think it ought to be in our record 
somewhere. 

Then, the next item is 426. You deal with this matter of the construction 
of nine houses at Boucherville, Quebec. 

In May, 1945, tenders were invited by the director of the Veterans' 
Land Act for the construction of nine houses at Boucherville, Quebec. 
Bids ranging from $45,884 to $70,200, were rejected as excessive. On 
August 30, 1945, a contract was made with the contractor who submitted 
the lowest firm price bid. This contract called for the construction of 
17 houses at cost, with the contractor receiving $175 per unit for his 
services. In the fiscal year $87,018.10 was paid by way of progress pay-
ments. Administrative officers advise that this contract is under 
investigation; consequently the payMents have been accepted in the audit 
subject to that qualification. Further claims of $103,820.85 with respect 
to the contract were, at the time of audit, in the department. 

Now, what was the thought in reporting on that, Mr. Sellar? 

Thé WITNESS: I had to qualify my report because I did not know whether 
payments were going to be right. In this particular case the contractor is suing 
the government for $109,000. That case is now before the Exchequer Court. The 
department, in addition, has instigated criminal proceedings against three 
individuals. There are two convictions and there is a case pending. 

By Mr. Fleming: 
Q. Again, Mr. Chairman, there is a sessional paper No. 135-C on that item. 

It would perhaps save some time if we perhaps put it in the appendix to our 
proceedings. 

There is one other matter upon which I wanted to enquire. It is dealt with 
on page 24 of the Auditor General's report and concerns national housing 
administration. I had better not take the time to read all of it, but it deals with 
the reconversion plan on properties located in three different places. The first is 
a property on St. Jean Street in the city of Quebec; the second is a property on 
Burnaby Street in Vancouver; the third property is located on West 14th Avenue 
in Vancouver. I think it is fair to say that the gist of your comment here is 
that the price which is proposed to be charged to the government vastly exceeds 
the amount of the tender. What is your comment on that again? There was a 
sessional paper 38-C dealing with that matter. From the point of view of Mr. 
Sellar, I should like him to say how this comes to be in his annual report?—A. 
Because this whole conversion plan was set up under an order in council which 
contemplated that the rent would be fixed. at rates sufficiently high that in a 
period of eight years the government would recover its investment. The rents, 
in these eases, are not adequate to recover this investment as the cost of the 
project as authorized has greatly exceeded the estimate. 

Mr. BRADETTE. Pardon me, but are these orders for return? 
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Mr. FLEMING: They were sessional papers, but none of these were printed 
in Hansard. I would not be putting them in the record this way if they were 
printed in Hansard. They are sessional papers which were not printed. 

The CHAIRMAN: Do you feel that all these reports are needed for the actual 
work of the committee? They are quite bulky. Do you think you could refer 
to them in the evidence rather than have all this material printed? I do not 
object, personally, but we are going outside our general practice. 

Mr. FLEMING: There are two reasons for offering them, Mr. Chairman, and 
the first is that I happen to have these papers because I put in the questions. 
I thought the other members would like to have them. Then secondly, I do not 
want to take up any more time at this particular moment questioning Mr. Sellar. 

The CHAIRMAN: The witness might possibly give us more information. 
The WITNESS: No, I am no longer the company's auditor. 
The CHAIRMAN: If we have a competent official, certainly from the 

Veterans' Land Act, could we not get the information from him rather than have 
the questions and answers merely printed from the sessional paper without 
comment. We have the proper official. If we put this paper in, I think in all 
fairness to the Veterans' Land Act people we might ask questions from the 
auditor, as you have already done about' the vote for $18,426. It would be better 
than leaving this on the record without any comment. 

Mr. PRoRE: Are we going to have the officials of the Veterans' Land Act 
before the committee again? 

The CHAIRMAN: I did not mean the Veterans' Land Act, I meant the Auditor 
General. He is responsible for the two items here. These items have been 
included in his report and I think he is the right person to question. If we have 
any other person we want to call, we can do so. 

What do feel about that, Mr. Fleming? I think if we were to put this in 
without asking pertinent questions of the person who is responsible for the audit, 
it serves no purpose. You have the auditor and you have the report. You have 
the opportunity to ask him any questions you care to ask. Merely having these 
reports printed without any reference or any scrutiny of them by the auditor 
may leave a wrong impression. You have the auditor here, so why don't you go 
ahea.d and ask him any questions you care to ask concerning these two matters? 

Mr. FLEMING: We are going to take a lot of time if we do that, Mr. 
Chairman. 

The CHAIRMAN: I think it would be fairer to the officials concerned. We 
have the auditor here and he is the one who has put in that item. Why don't 
you ask him any questions, since that is another way of putting this information 
before the committee? If you just print these papers without any comment, you 
can draw any inference you want from them. While the auditor is here, why 
not ask him the questions? 
. Mr. FLEMING: If the auditor wants to look those over, he may or may not 

be in possession of additional information, I do not know. 
The CHAIRMAN: It would be more in accordance with our practice. You 

have some parliamentary returns and you have a witness here from whom you 
can get the information you want. I do not see the purpose of merely printing 

'these papers when you have the proper official to give you the answer. 
Mr. FLEMING: My answer to that is this; these are sessional papers 

prepared by the department concerned. Having the information, the questions 
are based on the statement in Mr. Sellar's report. 

The CHAIRMAN: That is right, but you have Mr. Sellar here. 
Mr. FLEMING: Mr. Chairman, again may I say these are lengthy questions. 
The CHAIRMAN: We have given you all the possible time before the 

committee. We are sitting again to-morrow or, at least, we plan to do so, so I 
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do not see why we should not get al? this information in the proper form by 
asking questions of the official who has reported on that matter. I am not 
restraining you or any member of the committee. It would not be my duty to 
do so and I am not trying to do so. On the contrary, I offer you an opportunity 
to ask questions and give you all the time possible that is available to the 
committee. Just putting those two questions in without any comment from the 
proper official permits us all to form our own judgment without having the 
information we might have received from the man who can give it to us. I 
think that is just fair. 

Mr. FLEMING: Has Mr. Sellar any information bearing on these papers? 
The WITNESS: Nothing in addition to what is there. 
The CHAIRMAN: If you have any questions to ask, you can ask them. 
Mr. FLEMING: It seems to me a waste of time. 
The CHAIRMAN: Mr. Sellar can answer these questions. 
Mr. FLEMING: Mr. Sellar says they are all there and says they are correct. 

It is just that I hoped to put them in the record. 
The CHAIRMAN: After you have asked the questions and received the 

answers, you can make any deduction you want. Why don't you ask the 
questions of the auditor while he is here. 

Mr. PROBE: Just to regularize this matter because I was interested in these 
matters raised by Mr. Fleming, but he was doing a first class job on these 
questions, I should like to ask a question with respect to the return on national 
housing administration on page 24 of the Auditor General's report. This deals 
with the conversion of the properties which were recently mentioned. Speaking 
of the St. Jean Street property in the city of Quebec, you say. 

"The Crown was to pay $36,000 and the owner $34,000." Then, it turned 
out that the actual cost of the work was $107,000. The question I wish to ask 
Mr. Sellar in connection with that is; where it says the Crown was to pay 
$36,000, I presume that would be covered by a contract as between the owner 
of the apartments and the Crown? 

The WITNESS: And the local representative at Quebec. 

By Mr. Probe: 
Q. How can your department explain, I do not suppose it is up to you to 

explain or justify it, but can you explain how that contract involved the govern-
ment to the extent of $36,000 when it actually paid $73,766.51 on this conversion 
plan? Would there be a supplementary contract after the work had progressed 
to such a state it was found that the estimate was far too low? Would there be 
two contracts?—A. There was a second order in council authorizing the change. 

Q. There is no order in council mentioned in your comment here?—A. I will 
give you a little office note which I have which might explain it to you. The 
original agreement fixed $36,000 as the Crown ceiling. Order in council P.C. 
6359, of October 2nd, 1945, reversed this, fixing $34,000 as the ceiling for the 
owner because, and this I put in quotes, "by mutual mistake. the terms of the 
said lease and contract varied from the original informal agreement of the 
parties set out in a letter dated March 27th, 1944 from E. Raymond, Regional 
Director of Housing, to R. D. MacDonald, owner, with respect to the respon- ° 
sibility for any additional cost of conversion over the estimate." The new 
agreement is for ten years so as to enable the Crown to amortize one-half of 
the additional cost of conversion over a total period of ten years. That is my 
note on it. 

Q. Well then there is one other question; this possibly does not come within 
your department, but the Crown's original estimate of $36,000 would be based 
on the opinion of the inspector on the spot?—A. Yes, sir. 
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Q. Is that the same inspector who was again consulted at the time he made 
this additional recommendation to the government? It would seem to me that 
he did not know his job, that is the whole thing.—A. I think that may have been 
the case. The original deal was that no matter what the cost of this conversion 
should be the government cost shall not be more than $36,000; then it reversed 
and later on stated that regardless of what the cost of this conversion may be, 
the cost to the owner shall not be more than $34,000; therefore we were stuck 
with a very large sum. The original plant was estimated to cost $70,000, not 
$36,000. 

Q. That is right, and the estimates turned out 50 per cent short of what they 
should be, it was 53 per cent higher. 

The CHAIRMAN: You said the change was made by order in council because 
the previous agreement, the contract, was not in accord with the first agreement. 

The WITNESS: That is evident by a letter. 

By the Chairman: 
Q. You mean that under the first arrangement with Quebec the Central 

Mortgage corporation had agreed in a letter that its part of it would be $34,000?—
A. Yes. 

Q. And as the result of later negotiations or developments the arrangement 
was to reverse the order of the first agreement?—A. At that time the scheme 
was administered by officers of the Minister of Finance, not the Central 
Mortgage and Housing Corporation. Consequently, there was a division of 
responsibility between local and headquaters officers. 

Q. It was what you called.—A. It was this emergency housing project, and 
Mr. Nichols was then with that. 

Mr. FLEMING: Now, Mr. Chairman, I would like to go back to this other 
matter; are we going to have this material put on the record or not? This is 
information which I think all members of the committee will want, and it is here 
in the form of sessional papers. 

The CHAIRMAN: I think we should deal with that when we have a quorum 
present; we only have four here just now, and I think we should adjourn until 
tomorrow morning at eleven o'clock when that will be the first order of business 
before the committee. 

Mr. FLEMING: Could we not have a meeting this afternoon? 
The CHAIRMAN: We have only three members present now; so we cannot 

decide anything. We could try sitting this afternoon, but if we do not get 
a quorum we will have to adjourn; and the time is very short in which to issue 
notices to the members. 

Mr. JACKMAN: Might I ask the Auditor General, in addition to the officers 
of his own department who are appointed to the various departments of govern-
ment for continuous audit purposes, what other officers of the Comptroller of the 
Treasury department are in the various departments; including those who are 
permanent or temporary in the other department; those who check expenditures; 
together with an indication of their duties and functions? 

The CHAIRMAN: Mr, Jackman, I have already pointed out that there is not a 
114 	quorum present. We will adjourn until four o'clock this afternoon. 

The committee adjourned at 12.50 p.m. to meet again at 4 p.m. this day. 
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The CHAIRMAN: Gentlemen, I think we have a quorum and we are ready 
to start. Mr. Fleming had the floor I believe, when we adjourned. 

Mr. FLEMING: Mr. Chairman I would just like to go back to the matter 
of the returns. There were three returns, sessional papers, which had not been 
printed anywhere in the proceedings of the House which relate to the three 
items on which I questioned Mr. Sellar. The items were paragraphs 59, 60 
and 67 of his report. Mr. Sellar has seen these and has knowledge of them 
and says they are correct. I propose, Mr. Chairman, that they be filed and 
printed as an appendix to the proceedings to-day. I think the information 
is of interest to members and there are a lot of figures here and it is not 
practicable to attempt to read them. 

The CHAIRMAN: I have no personal objection as I stated this morning, 
but I expressed the view that this is a departure from the rules of committees 
as far as sessional papers are concerned. As far as I am concerned I have no 
objection, and, if it is the desire of the committee, we shall have them printed. 
The objection I raise is that any member who wishes to obtain information 
which is bulky, and which is furnished in the form of a sessional paper, may 
then come before a committee, and pass a motion that it be printed in the 
records of the committee. Outside of that feature I have no objection. 

Mr. JAENICKE: What is the purpose of putting it in? 
Mr. FLEMING: It will save a good deal of time. There are three items on 

which I was questioning this morning and the papers expand the information 
that is contained in the report, explaining it in some detail. In the Boucherville 
case. No. 60, Mr. Sellar's report is a short paragraph which raises the question 
as to how these claims, running over $100,000 grew out of a contract for which 
the bids extended from $45.000 to $70,000, all of which incidentally were 
rejected as excessive. 

Mr. JAENICKE: That is in connection with housing? 
Mr. FLEMING: Yes. The work has proceeded and it turns out that over 

$87,000 is paid out in program payments, and, in addition to that, there are 
further claims of over $100.000. The answers to the questions in the sessional 
paper give you further information about these tenders and how they came to be 
made, on whose certificates as to progress reports substantial progress payments 
were made, and also the proceedings by petition of right, and so on. 

The CHAIRMAN: The document is already public property as it has been 
tabled, and of course it is quite all right. I am only objecting because it is 
voluminous and my objection was that we would be open to publishing any 
report or sessional paper. Outside of that I have no objection. 

Mr. FLEMING: The only time sessional papers would be relevant would 
be when we were dealing with the auditor's report. 

The CHAIRMAN: But every member would have the same right as Mr. 
Fleming would have. You may be interested in something which may mean a 
return of fifty pages. Now you are entitled, as well as Mr. Fleming, to get it 
printed. What I say is it is a precedent. It is not a question of this particular 
item, but you could publish anything you want to, and my point is we are 
starting a new policy in the committee and it would be bound to extend to 
the privilege being given to any member of publishing any return, and that 
may result in very voluminous reports. 

Mr. JAENICKE: I do not think it would establish a precedent. I think we 
could consider each case on its merits. 

Mr. FRASER: I think this one has merit. 
Mr. FLEMING: I think it is all relevant. 
Mr. JAENICKE: Is that the case where the criminal proceedings are pending? 
MT. FLEMING: Yes. 
Mr. JAENICKE: Does that show in the return? 
Mr. FLEMING: It shows the contractors. 
The CHAIRMAN: What page is it? 
Mr. FLEMING: It is in answer to question 12, and the contractor has issued 

a petition of right. I should not have said it showed the criminal proceedings. 
It says "the contractor has issued a petition of right and served it on the 
Attorney General of Canada on the 16th January, 1947, claiming $109,837.76 
on the basis of his contract with the director, Veterans' Land Act". Then it 
goes on "on the advice of the Department of Justice, the Department of 
Veterans' Affairs is denying liability in the suit". 

And then No. 16 "until the present investigation by the Royal Canadian 
Mounted Police and law officers of the Crown for the purposes of the court 
proceedings is completed no further investigation will be made". 

I think the criminal proceedings were launched after this date. 
The CHAIRMAN: I think Mr. Sellar might say a word on this. The report 

says the investigation stopped there. 
Mr. MURPHY: I was wondering if Mr. Fleming was tabling another return 

which might deal with that? 
The CHAIRMAN: We are dealing with this one. This is about Boucherville. 
Mr. FLEMING: I told the committee that they are all strictly relevant. 
The CHAIRMAN: Let us deal first with Boucherville. I was asking Mr. 

Sellar whether proceedings had been taken against the parties. 
Mr. MURPHY: Just a moment, Mr. Chairman— 
The CHAIRMAN: Do you mind waiting a moment? I have asked a question 

of Mr. Sellar and I will get the answer and then you may address the meeting. 

Watson Sellar, Auditor General recalled: 

The WITNESS: My information comes from the solicitor for the Veterans' 
Land Act or the Department of Veterans Affairs. I asked him the other day 
respecting the state of the prosecutions. The solicitor said they got a conviction 
in one case and I gathered it was over theft of supplies. They got a conviction 
in a second case involving bribery, and a third case is pending. 

Mr. JAENICKE: Against the contractors? 
The WITNESS: I did not ask the name of the parties. I do not think the 

contractor was involved. He was not one of those prosecuted. 
Mr. JAENICKE: Is this the person that asked for the petition of right 

in court? Is it the same person? 
The WITNESS: I do not know who the parties were. I gathered they were 

two employees of the Department of the Veterans' Land Act that were prosecuted 
but I did not ask the names. 

Mr. JAENICKE: The criminal proceedings would not affect the civil pro- 
ceedings. 

The  WITNESS: The civil proceedings are by the contractor against the 
department, he is suing the department. 

• 
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Mr. JAENICKE: The civil proceedings would not be affected unless the parties 
are the same as those involved in the criminal case. 

The WITNESS: They are not the same parties as are involved in these 
criminal proceedings. 

The CHAIRMAN: Now the Boucherville sessional paper, No. 1350, is here-
with produced with a motion that it be printed. Is the motion carried? 

Carried. 

The second onè is sessional paper 135A and the third one is sessional paper 
No. 38C. It is moved by Mr. Fleming that these papers be printed herewith. 

Carried. 
• 

Mr. JAENICKE:  What were they again? 
The  CHAIRMAN: The second one concerns paragraph 59, vote 418 and the 

third one is concerning paragraph 67, page 24, the National Housing Administra-
tion, which was mentioned this morning by Mr. Fleming. 

Now at the recess I asked the Auditor General whether he had the orders 
in council mentioned as having been passed in connection with those items in 
paragraph 67. Now he has brought herewith the orders in council and I think 
it appropriate that they be printed, together with the other papers, and I would 
so move. They are Nos. 4450 and 6359. The first one deals with the property 
at Nanaimo. In paragraph 67 the first item deals with St. Jean street in Quebec. 
The order in council is 6359 and it is produced herewith. On the second there 
is no order in council. On the third paragraph there is an order in council, 
P.C. 4450 which is produced herewith. 

Mr. FLEMING:  That is the one relating to the West 14th avenue in Van-
couver? 

The CHAIRMAN: Yes. 
Mr. FLEMING: I would include those in my motion. 
The CHAIRMAN: Now, gentlemen, shall we revert to the memorandum that 

was produced and read to the committee yesterday by the Auditor General, as 
to his different recommendations? Are we through with the other items that we 
dealt with this morning? 

Mr. FLEMING: The motion regarding the orders in council was carried? 
The CHAIRMAN: Yes, this motion was carried. 
At the end of the meeting yesterday, the Auditor General read into the 

record his memorandum on different questions in which he was interested and 
he made some valuable suggestions. It was agreed that we would delay question-
ing until the next meeting. We did not reach that stage this morning, so if 
anyone has any questions to ask on this report this would be the appropriate 
time. 

By Mr. Fleming: 
Q. Mr. Sellar, there are a couple of changes which I would like to propose 

in the scope of your suggestion. Suggestion No. 3, or paragraph 3, on page 1 
of your memorandum proposes that details be printed with the estimates in a 	• 
narrow form, setting out "(b) explanations of increases." Should it not include 
decreases as well? If there is some spectacular decrease I think the members 
would be interested in that as well?—A. I would not lave any objection. 

Q. Perhaps you think a decrease has never happened?—A. Well, my idea 
• in putting this together was to keep it as short as possible but to give you 

gentlemen ample information. That was my thought. You should have as much 
information as the minister, except for all the minute listings, and you should 
be informed on any item. 

Q. (e) deals with comparisons with previous years. 
The CHAIRMAN: Where is that? 

By Mr. Fleming: 
Q. On the first page. Comparisons with both estimates and actual 

expenditures of previous years. I do not say how many years should be shown 
but I think it is important that it should be the actual expenditure.—A. I think a 
three-year comparison is the safest comparison to make, because then you do not 
run the risk of an abnormal year not balancing itself out. 

Q. Would you be willing to amend your proposal to make it more definite? 
—A. My proposal was really this, sir. I did not think this committee would 
want to commit itself to a definite plan which the government would introduce. 
You want to hold your freedom of criticism. This whole thing revolves around 
whether the Consolidated Revenue Act should be revised. If so, the committee 
might suggest to the government that it be revised and then you could criticize 
the revision which was brought in. If you were to ask me what all I thought 
Should be done to the Consolidated Revenue Act I would take  a  lot more pages 
than this to set out my thoughts because there are a lot of administrative pro-
visions that I think should be buried. 

Q. Speaking for myself, and having regard to the fact that we are pretty 
late in the session, I think with the weight that stands behind your recommenda-
tions here, that the committee might wish, and I hope it may wish, to forward 
these recommendations to the House, and perhaps make them the basis for 
recommending of revision of the Act, probably to a broader extent than is 
covered by the recommendations you have set forth in these memoranda. 

The CHAIRMAN: I suggest that if we are going to pass on a definite set of 
recommendations, in detail, I think we would need more than a morning's work, 
and we would need more evidence from Mr. Sellar. He himself may want to put 
it in different shape and be more precise as to just what he has in mind. It does 
not prevent us from passing a recommendation, but he might have to go into 
more detail. I think if we want that we might ask Mr. Sellar to reconsider the 
matter. He has left it, in some ways, more or less open. 

Mr. MACDONNELL: Mr. Chairman, what I think Mr. Fleming had in mind 
and what I had in mind, (and I hope the rest of the committee have the same 
thing in mind) is that we certainly do not want this matter to fall to the ground. 

The CHAIRMAN: I do not think anyone wants that. 
Mr. MACDONNELL: I have in mind what Mr. Sellar says. The committee 

should report that these questions arose, and that Mr. Sellar has made certain 
tentative suggestions, and that he urges that the whole legislation be reviewed 
and revised in the light of these suggestions and perhaps others. Now that puts 
forward a very definite suggestion on behalf of this committee. Also, it does not 
tie us, or Mr. Sellar, down tightly but it indicates that we think these are 
important matters for consideration. 

The CHAIRMAN: I do not think that is quite the point. If we are going to 
go into details we had better notify Mr. Seliar and bring him back before us to 
explain exactly what he wants. Otherwise we should make a general 
recommendation which we can very well do. However, if we are going to go 
into details we will all want to study exactly what those recommendations are 
to be. 

Mr. MACDONNELL: Do you not think we might just, without going into 
detail, indicate the subjects which Mr. Sellar has dealt with in these 
memoranda, and to which he objects, and which he has outlined would be 
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desirable to have changed. Our request would then be that these be gone into 
further and action taken as has already been suggested. We are all free then 
to say what we think about the details. 

The CHAIRMAN: On page 4, section 14, "Summarizing the foregoing, my 
view is that there should be legislation to regulate: 

(a) the form of estimates and the printed explanations associated 
therewith". . . 

and so on. This item here could be very well the basis of a recommendation, 
but if we are going into detail and explain exactly what should be done, we 
would have to take more time. However, the members are here and they can 
speak for themselves. 

Mr. WARREN: Mr. Chaiman, I have been wondering if it is not possible 
that we might, unintentionally, crowd Mr. Sellar, who is a government official, 
into a position of laying down something that is really government policy. It 
would not be a very happy position for Mr. Sellar to be placed in or to be 
crowded into. 

The CHAIRMAN: That can be decided amongst ourselves later on. We have 
a witness here and if we have any other questions to ask this is the time to ask 
them. 

Mr. FLEMING: May I ask Mr. Sellar if you have further thoughts on the 
subject of necessary amendments to the Consolidated Revenue and Audit Act 
in written form? Have you them available? 

The WITNESS: My answer to that is this, Mr. Fleming. When the Act 
was revised in 1931, I held, nominally, the senior office in the Department of 
Finance. I was not really the senior officer but the deputy minister was dead 
and I held the new appointment. We were asked to revise the Consolidated 
Revenue Act and get it ready for the session. We did so, but we worked against 
time, and I was never satisfied with our job. We had to work too fast. 

Ever since then I have kept on my desk a dummy bill with the thought 
that if I were ever asked to reconsider the bill again I would have it. So I 
have on my desk a draft bill, but no one has ever criticized it and it is no good. 
It expresses the opinion of only one individual. A bill is no good until it has 
been picked to pieces and rewritten. I am sure you would not subscribe to all 
that I have set out in the draft bill and I am sure the government would not 
subscribe to it either, because I have taken the bureaucrat's point of view. 

Mr. FLEMING: And what viewpoint is that? 
Mr. GIBSON: He was anticipating you, probably. 
The CHAIRMAN: Are there any further questions? 
Mr. FLEMING: Well, Mr. Chairman, perhaps you would allow a little bit 

of discussion for a moment, in view of the last answer given by Mr. Sellar. 
I think we have got to face reality and the fact we are pretty close to the 
end of the session. We have another subject we are starting on in this com-
mittee . on Friday that may take several meetings. I am thinking it is not 
feasible at this particular stage, to enter into a detailed consideration of this 
extensive revision of the Audit Act. Mr. Sellar has prepared a precis and I 
am wondering if we would not be helping the House, and helping the govern-
ment, if we did pass it on to the House in the form of another report from 
the committee. Now, this memorandum from Mr. Sellar, with his ideas in it, 
would ask that the government, before the end of the next session, consider 
those proposals. 

The CHAIRMAN: You mean we should pass on the text of Mr. Sellar's 
report? 

Mr. FLEMING: Yes, with his recommendations which are embodied in it. 
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The CHAIRMAN: Just as it is? 
Mr. FLEMING: The memorandum as it stands, with its recommendation, 

and referring also to the fact that Mr. Sellar in his evidence to the committee 
has recommended that the Consolidated Revenue and Audit Act be revised. 

The CHAIRMAN: That is surely. One.  recommendation that we could make; 
that he said it should be revised. 

Mr. FLEMING: And we, as a committee, recommend before the end of the 
next session that the government give consideration to the recommendations. 
That would mean the recommendations of Mr. Sellar would be put before the 
government for study, and then when another session comes around, if the 
government thought the recommendations were worthy of action, in the ordinary 
course the bill would come to this committee after second reading. If the 
government has not taken steps in that direction, the committee 'itself next year 
could take up the detailed work of reviewing the Act. 

The CHAIRMAN: If we are going to do that, I think it would be fair to ask 
Mr. Sellar whether he would be prepared to let this go as it is or, whether 
he wants to extend it, or add to it, or if he has any particular reasons why it 
should be not made part of the report. 

The WITNESS: As a matter of fact it is now part of the record. • I under-
stand that you file your evidence with your final report. I honestly believe in 
what I have stated there, and I should be prepared to stand behind it. I do 
not think any useful purpose would be served by enlarging on it and perhaps 
adding another dozen or so points. I believe it is quite sufficient for parliament. 
My efforts have been to see that the House may retain control over public 
moneys and public property. 

Some Hon. MEMBERS: Hear, hear. 
Mr. FLEMING: May we infer from what you have just said, when you 

speak about ,an extensive revision of the Act, that this memorandum contains 
the backbone of the revisions you would put in the Act. 

The WITNESS: Let me illustrate what I have in mind. In 1931 the debt of 
Canada was administered by the Department of Finance. In 1938 or 1939 
the management and the servicing of the debt were transferred, to the Bank 
of Canada. There are no statutory regulations dealing with the debt to-day. 
Now, as an outside agency has the service of that debt, I say there should be 
pertinent regulations in the Consolidated Revenue Act. 

Q. Would it be a very great task for you to supplement this memorandum 
with an additional one reviewing • points such as you have just mentioned?—A. 
I could give you that with the greatest of ease. 

Q. I think, along with your suggestions that would be definitely heinfill. 
Mr. Chairman. We are not going to have the time to write a report basettl on 
picking things out of a memorandum, and if Mr. Sellar would prepare 
memorandum it would certainly help.—A. As I say, I have it on my desk and all 
I have to do' is go through the various things I consider merit change. 
Another point on which I might speak is the fact that the Governor in Council 
is overloaded in making orders in council on routine matters. Now I thinl,  a 
lot of the work should be passed to the treasury board and let that body bc. 
the final authority. As I say that is an internal matter but. it involves a great 
deal of routine. 

The CHAIRMAN: In order to put this in concrete form, let us say we seem +0 
be in agreement that a report should be made by Mr. Sellar along these lines. 
We will give him an opportunity to submit it to the steering committee. 

The WITNESS: Would you just treat that as a supplementary statemen+ 
which you could do with as you like? You could read it into the record 
or use it for your own information. 

• D'2.49-;--3 
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Mr. FLEMING: Information supplementary to Mr. Sellar's proposal for 
revision of the Consolidated Revenue Act. 

The WITNESS: Yes. 
The CHAIRMAN: And you could forward that to us. 
The WITNESS: Yes. 
The CHAIRMAN: And if we need you, we can call you back? 
The WITNESS: I would like a day for the preparation of it. 
The CHAIRMAN: The steering committee could meet next week, after we 

have received this, and come to an understanding or agreement on what the 
terms should be, and it could be submitted to the general committee. 

Mr. CLEAVER: I think, Mr. Chairman, any report we make without -study 
should not either oppose or give blessing to these recommendations. I think that 
would be as far as we could go without study. We have not enough material 
before us to say whether all these recommendations are agreed to, or what ones 
we disagree on. 

Mr. FLEMING:, May I ask Mr. Cleaver if he means anything more than 
we should not go beyond saying in the report that we recommend the govern-
ment give consideration to these recommendations before the end of the next 
session? 

Mr. CLEAVER: Yes, I entirely agree with that, but I do not think the 
committee should express an Opinion  with respect to the validity or the advisa-
bility of implementing these decisions until we have.  studied them. 

Mr. MACDONNELL: That is my understanding of what we would do, Mr. 
Cleaver. We would say this matter is before us and it merits attention Of the 
government, and Mr. 'Sellar has put forward his proposals. 

Mr. CLEAVER: I will illustrate what I mean. Just last week an emergency 
rose in regard to berry boxes. I do not know whether all the members are 
aware of this but we have a terrific crop of berries this year, and owing to the 
-shortage of steel we have not. enough boxes, and we need to import them from 
the United States. Under the present order in council an arrangement may be 
made for the remission of the duty on those boxes which we need to bring in. 
Now I am not sure the treasury board would be so susceptible to public 
opinion or public need, as perhaps the minister would be, and I do not know 
whether I would like to have that type of authority taken away from the 
minister and placed with the treasury board. 

The WITNESS: The authority is with the treasury board now. I mean that 
the Minister of National Revenue recommends to the treasury board certain 
things, and the treasury board considers them and recommends to the Governor 
in Council. That is section 33 of the Consolidated Revenue and Audit Act. 

Mr. CLEAVER: Did I understand you correctly that. the recommendation 
should be changed from a ministerial recommendation to a direct recommen-
dation of the treasury board? 

The WITNESS: No, instead of the Governor in Council having to pass 
several hundreds of orders in council retiring civil servants, accepting resigna-
tions, and so on the treasury board would act for the Governor in Council. 

Mr. CLEAVER: You would make the order on the recommendation of the 
minister? 

The WITNESS: Yes. 
Mr. CLEAVER: That would be quite satisfactory. 
Mr. FLEMING: I do not think we are at odds, Mr. Chairman, on the scope of 

the recommendation. I think we appreciate we cannot go exhaustively into the 
details, but Mr. Sellar has made out a very impressive case for the revision of 
the basis of Preparation of estimates, and also the method whereby the House 
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of Commons may maintain control, in the House, of public money and public 
property. I think we are serving a purpose by saying we are forwarding the 
recommendations and urging that the government give consideration to them 
before another session of the House. 

The CHAIRMAN • Let us say then that we will have two meetings of the 
steering committee next, week. One meeting will consider the report on the 
other part of our work concerning the custodian's office, and then another meeting 
will consider the report presented by Mr. Sellar. Now if I may ask the members, 
has anyody any suggestion as to what should go in the report concerning the 
custodian's office? If they have, would they kindly get in touch with me this 
week or with the clerk of the committee so that we may embody as much as we 
can in our first draft. The ideas of the members may contain some conflict but 
we can always iron them out and discuss them. It would facilitate the work 
of the steering committee if any member who has definite ideas as to what should 
go in the report will submit suggestions. 

Mr. MACDONNELL: Is it possible for us to take some cognizance of the 
memorandum which Mr. Sellar gave us this morning dealing with the other 
matter of Estimates and Public Accounts? 

The CHAIRMAN: They have been circulated among the members have 
they not? 

Mr. FLEMING: We are speaking of the four of them. 
The CHAIRMAN: Yes, his suggestions in general. 
All right gentlemen, we will adjourn. 

The meeting adjourned at 4.45 p.m. to meet again at the call of the chair. 



  

APPENDIX "A" 

• 

SESSIONAL PAPER NO. 135C 

Friday, March 7, 1947. 

Mover:—Mr. FLEMING, M.P. 

Question:- 
1. Were tenders invited by the Director of the Veterans' Land Act for 

the construction of houses at Boucherville? 

2. Who was the Director of the Veterans' Land Act at that time? 

3. Who is the Director to-day, and what are his qualifications and salary? 

4. If tenders were invited, when were they invited, and for how many 
houses, and on what terms? 

5. What tenders were received and who submitted them? 

6. Which of these tenders were rejected? 

7. Was a contract entered into, and if so, with whom as contractor, and 
for the erection of how many houses, and on what terms as to price and 
payment? 

8. If such contractor was a corporation, who were its directors and officers 
at that time? If it was a partnership at the time, what are the names of the 
partners? 

9. Were any tenders invited for the construction of the number of houses 
and on the terms set out in the answer to question 7? 

10. What payments have been made pursuant to the said contract, and 
on what dates? 

11. What record of progress had been made and submitted at the date of 
each such payment, and by what Government inspector or inspectors was the' 
same made or provided in each case? Are all such inspectors still in the employ 
of the Government.? 

12. What further claims or requisitions for payment have been made by 
the contractor, and for what amounts, and on what dates, and on what basis? 

13. What is the Government's intention with reference to such claims? 
14. Are any further claims expected, and if so, for what and in what 

amount? 
15. What investigation of this contract and the circumstances surrounding 

it has been made, and by whom, and at what expense to the Government to 
date? 

16. What further investigation is intended, and by whom is it intended 
that it shall be made, and when is it expected to be completed and at what 
estimated expense? 

The attached information has been received by the Secretary of State 
of Canada from the Department of Veterans Affairs. 
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15. As there were indications that costs under the contract were running 
unduly high, departmental inquiries were initiated in September, 1945. 
On October 15 and 16 an "on site" investigation was conducted under 
supervision of the Chief of the Building and Construction Branch, Veterans' 
Land Act, and the Chief of the Construction Section, Inspection and 
Audit Division of Treasury. This led, on 23rd November, 1945, to the 
suspension of certain privileges and led the Royal Canadian Mounted Police 
being requested to make an independent investigation. Such investigation 
is continuing. No accounts for expenses have yet •been received. Two 
convictions have already been obtained of persons implicated, and the 
prosecution of others is pending. 

16. Until the present investigation by the Royal Canadian Mounted Policy 
and the law officers of the Crown for the purposes of the Court proceedings is 
completed, no further investigation will be made. 

TENDERS 

Sealed Tenders, addressed to the District Superintendent, Veterans' Land 
Act, Montreal, Room 111, Confederation Building, and marked Tender for 
Boucherville project will be received up to 12 o'clock noon, June 11, 1945, for the 
construction of nine (9) houses and approximately 1500' of road for veterans on 
lots 43-3, 43-4, 43-5,-43-6, 43-7, 43-8, 43-9, 43-10, 43-11, Township Parish of 
Boucherville, County Chambly, Province of Quebec. 

Plans, specifications and form of contract to be entered into may be seen, 
and tender forms obtained on application to the District Construction Supervisor 
at Montreal. 

Plans, specifications may be obtained from the above official upon receipt of 
an accepted cheque, made payable to the Receiver General of Canada for the 
sum of $25.00 (Twenty-five dollars). This cheque will be returned upon the 
return of the plans and specifications in good condition. 

Each tender must be accompanied by a certified cheque on a chartered 
Canadian Bank equal to ten per cent (10%) of the tender price, payable to the 
order of the Receiver General of Canada, which cheque will be forfeited in the 
event of the tenderer refusing to enter into a contract on the basis of his tender, 
if called upon to do so, or failing to satisfactorily complete such a contract. 
Cheques of unsuccessful tenderers will be returned. 

The Department does not bind itself to accept the lowest or any tender. 

G. M4URCHISON, 
Director, 

The Veterans' Land Act. 

Department of Veterans Affairs, 1,  Veterans' Land Act, 

May 25, 1945. 

468 STANDING COMMITTEE 

Answer From Department of Veterans Affairs 

• 1. Yes. 
2. Mr. Gordon Murchison. 
3. Mr. Gordon Murchison. Practical farming experience 1909 to 1914; 

joined staff of Soldier Settlement Board in Province of Saskatchewan July, 1919 
as Land Inspector and was successively appointed to positions of Loan Adviser, 
Chief Appraiser, Assistant Superintendent and District Superintendent; Manager 
of Canadian Farm Loan Board in Alberta 1935 to 1938; Director of Soldier 
Settlement 1938 to date, and Director of Veterans' Land Act from inception of 
operations under that Act to date. Salary $8,000 per annum. 

4. Tenders were invited by advertisement as follows:— 

Montreal Daily Star, May 26, 28, 29, 1945. 
Daily Commercial News, May 29, 30, 31, 1945. 
La Presse, May 26, 28, 29, 1945. 

Copy of the advertisement attached. 
5. Tenders were received from the following, for nine houses:— 

O. Boisvert, Shawinigan Falls 	  $45,884.00 
Leclair-Dupuis, Montreal 	  52,257.14 
J. L. Guay, Montreal  	53,476.00 
Douglas Bremner, Montreal  	54,707.00  
Deakin & Stewart, Montreal  	61,010.00 
R. & B. A. Ryan. Montreal  	63,180.00 
Archambault, Montreal 	  70,200.00 

6. All of the tenders were rejected. 
7. A contract was entered into, after negotiations, with the lowest of the 

original bidders, O. Boisvert, for the erection of 17 houses. The contract was on 
cost plus fixed fee basis, the fee being $175.00 per house, plus plant and equipment 
rental fee of $70.00 per house. 

8. Contractor was neither a corporation nor a partnership. 
9. No. See answer to Question 7. 
10. Payments made pursuant to the contract:— 

Date 	 Name 	 Amount 
25  September. 1945 	O. Boisvert 	$58,956.90 
18 October, 1945 	 0. Boisvert 	 28,061.20 	$87,018.1.0 
13 August, 1946 	 C. Asselin  	263.25 
13 August, 1946 	 Howard Air Con'ding 	  3,383.00 
14 August, 1946 	 Cote Bros. Reg. 	  1,386.52 
15 August, 15-46 	 E. Barbyson  	662.64 
23 August, 1946 

08  
4 October, 1946 77.34 

14 January, 1947 180.03 

Total Payments to Date 	 $95,757.96 

11. Records of progress were made weekly from:- 
10th August, 1945 to October 5, 1945, by L. Lapointe and J. C. Lacroix. 
12th October, 1945 to March 8, 1946 by J. G. Leblanc. 
8th March, 1946 to May 3, 1946 by P. Richard. 

Messrs. J. C. Lacroix and L. Lapointe are no longer employed by the 
Department having been released in November, 1945. 

12. The contractor has issued a Petition of Right and served it on the 
Attorney General of Canada on the 16th January, 1947, claiming $109,837.76 on 
the basis of his contract with the Director, Veterans' Land Act. 

13. On the advice of the Department of Justice', the Department of Veterans' 
Affairs is denying liability in the suit. 

14. No. 

4 September, 1946   2,636270..00 
C. Proulx & Co. Ltd. 	  
C. Frignon & Fils 
J. Dube 
Northern Electric 	  
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SESSIONAL PAPER No. 135A 

Mover:—Mr. Fleming, M.P. 

Question: 
1. What architects were commissioned in each year to prepare designs for 

houses under the Veterans' Land Act? 

2. On what basis were the architects selected? 
3. What fees were paid to each by years? 
4.. On what basis were such fees calculated? 
5. Who has owned the designs since they were submitted? 

The attached information has been received by the Secretary of State 
Department from the Department of Veterans Affairs. 

Answer: 

Department of Veterans Affairs 

1. In 1944 the following architects were commissioned to prepare designs 
for V.L.A. houses:— 
C. B. K. Van Norman, B.C. 	 Rule-Wynn-Rule, Alta. 
Moody and Moore, Manitoba 	G. Adamson, Ontario 
W. K. Humphrys, Ontario 	 Marcel Parizeau, P.Q. 
Alward and Gillies, Maritimes 

Owing to pressure of their other business Messrs. Adamson and Parizeau did 
not supply sufficient and suitable designs so withdrew; consequently in 1945 
Mr. P. J. Savard of Montreal was commissioned to prepare plans. 

2. Architects were selected after discussions with the officers of the Royal 
Architectural Institute of Canada. 

Year Rule-Wynn- 	C.B.K. 
Rule 	Van Norman 

Moody & 
Maxie 

W. K. 	Alward & P. J. Bayard 
Humphrys 	Gillies 

1944-1945.. 	. 800 00 1,600 00 750 00 490 00 
1945-1946.. 7,490 00 4,150 00 4,800 00 4.710 00 440 00 780 00   
1946-1947.. 1,200 00 

8,290 00 6,950 00 5,550 00 4,710 00 930 00 780 00 

4. Minimum of $160.00 per plan, and $10.00 per house after the first 
16 houses were built from the plan. A further fee was paid to some of the 
architects in order to buy the plans outright. 

5. All architects retained ownership of their designs until the following 
agreements were made in 1946:—a final fee was paid to Messrs. Van Norman, ak  
Rule-Wynn-Rule, and Moody and Moore, and ownership of certain of the  WV 
plans prepared for V.L.A. by these firms was ceded to V. L. A. Alward and 
Gillies ceded ownership without a further fee. W. K. Humphrys retained 
ownership but granted full rights to V.L.A. to use any of the Humphrys' designs 
for V.L.A. without further fees of any kind.  P. J. Savard retained ownership. 
These designs and those not purchased outright from Van Norman, Rule-Wynn-
Rule, and Moody and Moore may be used by V.L.A. upon payment of a  $10.00 
fee each time the plan is used. 

APPENDIX "C" 

SESSIONAL PAPER No, -38C 

THURSDAY, March 13, 1947. 
Mover: Mr. FLEMING, M.P. 

Question:— 
As to each of the following buildings:— 

(a) on St. Jean Street in the City of Quebec; 
(b) on Burnaby Street in the City of Vancouver; 
(e) on West 14th Avenue in the City of Vancouver which were the 

subject of agreements for conversion into apartments on the home 
conversion plan- 

1. With whom as owner was the agreement made for conversion of the 
building into apartments? 

2. If the owner was a corporation, who are its officers and directors and 
where is the head office located? If the owner was a partnership, who were the 
partners? 

3. What was the estimate of the cost, and who prepared it, and what were 
the shares agreed to be borne respectively by the Government and the owner? 

4. Who checked the estimate on behalf of the Government? 
5. What was the actual cost of the conversion and in what shares has it 

been borne by the Government and the owner? 
6. What payments have been made pursuant to the said agreement and on 

what dates? 
7. What record of progress had been made and submitted at the date of 

each such payment, and by what Government inspector or inspectors was the 
same made or provided in each case? Are all such inspectors in the employ of 
the Government or Central Mortgage and Housing Corporation? 

8. What investigation of this agreement, and of the estimate of cost and of 
the actual cost of conversion, has been made by or on behalf of the Government? 

Answer of the Department of Reconstruction and Supply 

1. (a)  197-199 St. Jean Street, Quebec—Ronald D. MacDonald, and 
63 St. Jean Street, Quebec—Joseph J. Bourque. 

(b) 1281 Burnaby Street, Vancouver—Hugh F. Lamb; 
1185 Burnaby Street, Vancouver—Beatrice Moore, and 
1340 Burnaby Street, Vancouver—Emma V. Smith. 

(c)  435 West 14th Avenue, Vancouver—Thomas and Mary C. Ellis, and 
905 West 14th Avenue, Vancouver—John S. Mulcahy. 

2. Not applicable. 
3. (a)  197-199 St. Jean Street, Quebec 

Estimate of cost—$70,000.00 
Prepared by—A. Deslauriers &  Fils Ltée. 
Shares agreed to be borne by:— 

Owner 	—$34,000.00 
Government—Balance of cost 

63 St. Jean Street, Quebec 
Estimate of cost-614,000.00 
Prepared by—Albert Noel, Contractor 
Shares agreed to be borne by:—

Owner-63,500.00 
Government—Balance of cost. 

• 

THURSDAY, February 27, 1947. 
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(b) 1281 Burnaby Street, Vancouver 
Estimate of cost—$24,200.00 
Prepared by—Herbert P. Falls, Contractor 
Shares agreed to be borne by:— 

Owner—nil 
Government—Total cost 

1185 Burnaby Street, Vancouver 
Estimate of cost—$25,000,00 
Prepared by—Herbert P. Falls, Contractor 
NOTE :—The effect of •the agreement between the Government and the owner 

as to their respective shares is a matter of dispute between the parties. 
1340 Burnaby Street, Vancouver 

Estimate of cost—$19,000.00 
Prepared by—Marwell Construction Co. Ltd. 
Shares agreed to be borne by:— 

Owner—$2,500.00 
Government—Balance of cost. 

(c),  435 West 14th Avenue, Vancouver 
Estimate of cost—$5,381.80 
Prepared by—The Armstrong Co. Ltd 
Shares to be borne by:— 

Owner—nil 
Government—Total cost. 

905 West 14th Avenue, Vancouver 
Estimate of cost—$12,000.00 
Prepared by—James G. Moffatt 
Shares to be borne by:— 

Owner—$3,000.00 
Government—$9,000.00 

4. (a) 197499 St. Jean Street, and 
63 St. Jean Street, Quebec, 
Mr. E. Raymond, District Representative, N.H.A. 

(5) and (c) 
1281 Burnaby Street 
1185 Burnaby Street 
1340 Burnaby Street 
435 West 14th Street, and 
905 West 14th Street, Vancouver 
Mr. J. Davidson, District Representative, N.H.A. 

5. (a) 197-199 St. Jean Street, Quebec 
Actual coot of conversion—$107,763.85 
As follows:— 

Construction 	cost 	  5 	97,020.11 
Equipment, (Stoves and Regrigerators) 	 7,063.09 
Rent paid to owner during conversion 	 3,680.65 

Shares were borne as follows:— 
$ 107,763.85 

Owner 	  
Government 	  

63 St. Jean Street, Quebec 

.5 	3400000 
73,763.85 

Actual cost of conversion 	  
As follows:— 8 	42,811.38 

Construction cost 	  $ 	39.770.58 
Equipment (Stoves and Refrigerators) 	 1,747.80 
Rent paid to owner during conversion 	 1.293.80 

Shares were borne as follows:— 
$ 	42,811.38 

Owner 	  
Government 	  
Extras requested by owner 	  

(b) 1281 Burnaby Street, Vancouver 

S 	3,500. 00 
39,041.05 

270.33 

Actual cost of conversion 	  
As follows:— $ 	37,072.28 

Construction cost 	  $ 	31,462.01 
Equipment (Stoves and Regrigerators) 	 4,393.60 
Rent paid to owner during conversion 	 1,216.77 

$ 	37,072.38 
Complete cost was borne by the Government. 
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1185 Burnaby Street, Vancouver 
Actual cost of conversion 	 $ 38,300.36 
As follows:— 

Construction cost 	 $ 34,545.31 
Equipment (Stoves and Refrigerators)  	2,671 . 83 
Rent paid to owner during conversion  	1,083.22 

$ 38,300.36 
Shares were borne as follows:— 

Owner  	9,000 . 00 
Government 	  29,300.36 

NOTE  :  —The matter of further recovery from the owner is in dispute. See 
answer to Question a(b). 

1340 Burnaby Street, Vancouver 
Actual cost of conversion 	 $ 27,360. 08 
As follows:— 

Construction cost 	 $ 24,631.20 
Equipment (Stoves and Refrigerators)  	2,288 . 88 
Rent paid to owner during conversion  	• 440.00 

$ 	27,360 . 08 
Shares were borne as follows:— 

Owner 	 $ 2,500. 00 
Government 	  24,860.08 

(c) 435 West 14th Avenue, Vancouver 
Actual cost of conversion 	 $ 	7,901 . 77 
As follows:— 

Construction cost 	 $ 	6,661.23 
Equipment (Stoves and Refrigerators)  	949.25 
Rent paid to owner during conversion  	291.29 

$ 	7,901.77 
Complete cost was borne by the Government. 

905 West 14th Avenue, Vancouver 
This conversion project was abandoned after officials of the N.H.A. were of 

the opinion that the owner had violated the terms of the said lease and that the 
contractor had violated the terms of the contract. The owner and the contractor 
disputed the validity of the notice of cancellation given them by the N.H.A. 
officials. After negotiations the owner and contractor agreed to release all claims 
against His Majesty the King in respect of the said lease and contract upon 
payment to the contractor of the sum of $4,000.00—authority by Order. in Council 
P.C. 4450 dated 22nd June, 1945. 

6. (a) 197-199 St. Jean Street, Quebec 
Construction— 

Payments to contractor:— 
July 3, 1944 	  $ 	2,500. 00 
August 22, 1944 	  3,250.00 
September 9, 1944 	  6.000.00 
October 10, 1944 	  8.000.00 
November 24, 1944 	  9,000.00 
March 16, 1945 	  6,250. 00 
October 4, 1945 	  20,000. 00 
October 24, 1945 	  5,636. 08 

Total 	  
63 St. Jean Street, Quebec 
Construction— 

Payments to contractor:— 

$ 	60,636.08 

November 24, 1944 	  $ 	890. 00 
December 13, 1944 	  4,560. 00 
March 9, 1945 	  2,000.00 
April 6, 1945 	  2,000 . 00 
June 4, 1945 	  4,000 . 00 
June 4, 1945 	  1,984 . 00 
June 4, 1945 	  1.232.00 
October 31, 1945 	  2,697 . 00 
October 31, 1945 	  977.69 
October 31, 1945 	  324 . 42 
March 27, 1946 	  14,009 . 02 	' 

Total 	  $ 34,665.71 

• 



(b) 1281 Burnaby Street, Vancouver 
Construction— 

Payments to contractor:—
October 9, 1943 $ 	4,117.05 
November 17, 1943  	3,191 . 04 
December 16, 1943  	2,952 . 00 
February 2, 1944  	3,927 . 00 
February 16, 1944  	5,896.64 
March 30, 1944  	3,689.94 
June 29, 1944  	2,152.44 
July 25, 1944  	4,895.12 
January, 1945—Credit  	26.79 
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Total 	 $ 30,794 . 44 
1185 Burnaby Street, Vancouver 
Construction— 

Payments to contractor:— 
February 2, 1944 	 $ 	3,638. 00 
February 16, 1944  	2,924.41 
March 13, 1944  	2,947.86 
April 22, 1944  	1,076.02 
May 22, 1944  	1,996.37 
September 20, 1944  	7,000. 00 
October 25, 1944  	4,098.24 
November 30, 1944  	1,000. 00 
Owner's share paid to contractor  	9,000.00 

Total 	 $ 33,680.90 
1340 Burnaby Street, Vancouver 
Construction— 

Payments to contractor:— 
August- 31, 1944 	 $ 	2,129.91 
August 10, 1944  	2,609.09 
October 27, 1944  	3,813.65 
November 30, 1944  	5,041.30 
January 24, 1945  	6,061.74 
January 31, 1945  	587.95 
April 2, 1945  	3,066.67 

Total 	 $ 23,330.31 
(c) 435 West 14th Avenue, Vancouver 

Construction— 
Payments to Contractor 

October 3, 1944 	  $ 	628.14 
November 1, 1944  	978.80 
November 30, 1944  	1,587.26 
January 11, 1945  	765.16 
January 31, 1945  	1,794.64 
March 9, 1945  	581.28 

Total 	  8 6,335 . 28 
905 West 14th Avenue, Vancouver 

See answer to Question 5 (c). 
7.(a) 197-199 St. Jean Street, Quebec. 

After the first of each month the contractor submitted an estimate of material 
delivered and used together with the payrolls of personnel employed on the 
job in the previous month. The N.H.A. inspectors, Messrs. L. Blown, L. Pouliot 
and C. H. Soucy carried out daily inspections of the project checking on con-
struction, delivery and use of materials, and the time sheets of men employed 
by the contractor. The inspectors signed the delivery slips for materials used 
for the conversion and counter-signed all the invoices submitted by the contractor 
certifying that the materials had been expended on this project. The contractor's 
estimate was then checked against invoices and payrolls and if found to be in 
order, it was forwarded together with supporting documents to Treasury Depart-
ment, Ottawa for payment. 

Before payment of the last and final payment was made, the entire account 
including all invoices, payrolls, etc. was audited by Treasury Department, in 
Ottawa. When the District Representative, N.H.A. certified that the work was 
satisfactory and the costs fair and just, the Treasury Department made payment 
of the final estimate and holdback sum if the account was correct. 

The inspectors named above were formerly employed by N.H.A. having 
been obtained through the Civil Service Commission, on a temporary basis. They 
are not employees of Central Mortgage and Housing Corporation. 
63 St. Jean Street, Quebec. 

Sale procedure as above. 
The inspectors assigned to this project included Messrs. J. E. Morency, 

T. Nadeau L: Pouliot and L. Blouin. They were fromerly employed by N.H.A. 
but they are not employees of Central Mortgage and Housing Corporation. 

(b) 1281 Burnaby Street, Vancouver 
The contractor submitted a monthly estimate with supporting invoices and 

payrolls for work done in the previous. month. Mr. A. R. Taylor, the N H A 
inspector assigned to this project kept a running check on the men, their hours 
of work, rates of pay and checked his own records against the payrolls submitted 
by the contractor. Mr. Taylor also countersigned all invoices for materials as 
having been expended on the job and submitted a weekly report on the progress 
of construction. 

The contractor's estimate was then checked against the invoices and pay-
rolls and if found in order, it was forwarded with supporting documents to 
Treasury Department, Ottawa for payment. 

Before final payment was made, as in all other cases, an audit was made 
of the entire account by Treasury Department, Ottawa. When the account was 
found to be in order and after the District Representative, N.H.A. certified 
that the work was satisfactorily completed according to plans and specifications 
and that the prices were fair and just, final payment together with the holdback 
sum was made to the contractor. 

Mr. A. R. Taylor, the inspector on this job was formerly an employee of 
N.H.A. and Central Mortgage and Housing Corporation. At present he is not 
an employee of Central Mortgage and Housing Corporation. 
1185 Burnaby Street, Vancouver 

Same procedure as above. 
Mr. J. Valentive, the inspector on this project was formerly employed by 

N.H.A. He is not an employee of Central Mortgage and Housing Corporation. 
1340 Burnaby Street, Vancouver. 

Same procedure as above. 
The inspector on this job was Mr. G. A. Copley, who was formerly employed 

by N.H.A. He is not an employee of Central Mortgage and Housing Corporation. 
(c) 435 West 14th Avenue, Vancouver 

Same procedure as in (b) above. 
Mr. W. P. Colbert was the inspector assigned to this project. He was 

formerly employed by N.H.A. and then by Central Mortgage and Housing 
Corporation. He is not an employee of Central Mortgage and Housing Corporation 
at the present time. 

8. (a) 197-198 St. Jean Street, Quebec 
Before the agreement was drawn up, an investigation of the credit and 

reputation of the contractor was made and a legal search of title carried out as 
to title of the property concerned. When the District Representative was satisfied 
with the finding of this investigation, the agreement was then assigned by the 
contractor and the owner and forwarded to Head Office, N.H.A. Ottawa for 
approval. Head Office, N.H.A. then submitted it for signature by the Minister 
of Finance. 

The District Representative, N.H.A. together with a local architect inspected 
the property in question to investigate the qualities, possibilities and probable 
costs for successful conversion. If the District Representative, N.H.A. was satisfied 
that the net income of the property as a converted unit warranted the cost of 
conversion, the architect then proceeded to draw up the plans and specifications. 
Tenders were then called for from various contractors. The District Representative, 
N.H.A. was responsible for awarding the contract subject to final approval of the 
Minister of Finance. 

The contract was awarded on a cost plus fixed fee basis. N.H.A. representatives 
were daily present on the job to check on progress and costs. 

Any change in plans and/or specifications effected by unforeseen defects 
in the building which affected the estimate was referred to the District Repre-
sentative, N.H.A. who, after consultation with the architect, was responsible 
for approval of same, subject to final approval by Head Office, N.H.A. 
63 St. Jean Street, Quebec. 
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Before the agreement was drawn up, and investigation of the credit and 
reputation of the contractor was made and a legal search of title carried out 
as to title of the property concerned. When the District Representative was 
satisfied with the findings of this investigation, the agreement was then signed 
by the contractor and forwarded to Head Office, N.H.A., Ottawa for approval. 
Head Office, N.H.A. then submitted it for signature by the Minister of Finance.. 

The District Representative, N.H.A. together with a local architect inspected 
the property in question to investigate the qualities, possibilities and probable 
costs for successful conversion. If the District Representative. N.H.A. was 
satisfied that the net income of the property as a converted unit, warranted the 
cost of conversion, the architect then proceeded to draw up the plans and specifica-
tions. Tenders were then called for from various contractors. The District 
Representative, N.H.A. was responsible for awarding the contract subject 
to final approval of the Minister of Finance. 

The contract was awarded on a cost plus fixed fee basis. N.H.A. representatives 
were daily present on the job to check on progress and costs. 

Any change in plans and/or specifications effected by unforeseen defects in 
the building which affected the estimate was referred to the District Representative, 
N.H.A. who, after consultation with the architect, was responsible for approval 
of same, subject to final approval by Head Office, N.H.A. 

(b) and (c) 1281 Burnaby Street 
1185 Burnaby Street 
1340 Burnaby Street, and 
435 West 14th Avenue, Vancouver 
The same investigation as for 63 St. Jean Street, Quebec, as in  8(a) 
above.  
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$36,000 of the costs of conversion and that the owner should be responsible 
for the balance of the cost of the work over and above the amount payable by 
the Crown; 

That due to certain hidden defects in one of the buildings being converted 
the costs of conversion exceeded the estimate of $70,000 by approximately 
$24,000; and 

That the owner is agreeable, in consideration of the Crown correcting the 
mistake in the formal contract to accord with the intent of the Parties, to 
extend the term of the lease for an additional two years so as to enable the 
Crown to amortize one-half the additional costs of conversion over a total 
period of ten years. 

Therefore, His Excellency the Governor General in Council, on the recom-
mendation of the Minister of Finance and under and by virtue of the War 
Measures Act and pursuant to Order in Council P.C. 6812 dated August 30, 1943, 
is pleased to approve and doth hereby approve the revision of the said lease 
and contract to provide that the term of the lease be extended to a total term 
of ten years and that the Crown pay all costs of conversion over and above 
an amount of $34,000 which shall be paid by the owner. 

(Sgd.) A. D. P. HEENEY, 
Clerk of the Privy Council. 

APPENDIX "E" 
APPENDIX "D" 

P.C. 6359 

AT THE GOVERNMENT HOUSE AT OTTAWA 

TUESDAY, the 2nd day of October, 1945. 

PRESENT: 

HIS EXCELLENCY 
THE GOVERNOR GENERAL IN COUNCIL 
Whereas under the provisions of Order in Council P.C. 6812 dated August 30, 

1943, the Minister of Finance entered into a lease dated 3rd May, 1944, with 
R. D. MacDonald of the City of Quebec of certa,in property situate in that 
City, whereby the Minister on behalf of His Majesty in right of Canada leased 
the said property from the owner for a term of five years subject to a right to 
renew for an additional term of three years, and the Minister entered into a 
contract dated the 22nd of April, 1944, with Henri Deslauriers, Contractor, and 
the said R. D. MacDonald, to have certain alterations made to the buildings 
on the said property, estimated to cost $70,000, in order to provide additional 
housing accommodation in the City of Quebec; 

And whereas the Minister of Finance reports that by mutual mistake the 
terms of the said lease and contract varied from the original informal agree-
ment of the Parties, set out in a letter dated March 27, 1944, from E. Raymond, 
Regional Director of Housing, to R. D. MacDonald, with respect to the responsi-
bility for any additional costs of conversion over the estimate; whereas the 
original informal agreement between the Parties provided that the owner should 
be responsible for a portion of the cost of conversion in an amount not exceeding 
134,000, the •Crown being responsible for the balance, the terms of the formal 
contract provided that the Crown should be responsible only for an amount of 

P.C. 4450 

CERTIFIED to be a true copy of a Minute of a Meeting of the Committee of the 
Privy Council, approved by his Excellency the Governor General on the 
22nd June, 1945. 

The Committee of the Privy Council have had before them a report, dated 
20th June, 1945, from the Minister of Finance, representing:- 

1. That by Ord6rs in Council P.C. 4579 of June 4, 1943; P.C. 8305 of 
October 26, 1943; P.C. 6814 of August 29, 1944; and P. C. 7742 of 
October 6, 1944, the Minister of Finance was authorized to lease 
suitable buildings in Vancouver, Victoria, Nanaimo, and contiguous 
municipalities, and to convert the same into housing units to be sublet 
to suitable tenants for the relief of the housing shortage in the said 
Cities; 

2. That pursuant to the said Orders in Council the Minigter of Finance, by 
indenture dated the 29th day of November, 1943, agreed to lease from 
John Shirley Mulcahy (hereinafter called the Owner) of the City of 
Vancouver, the premises known as Lot 11, Block 436, subdivision of 
District Lot 526, Group 1, New Westminster District, according to 
the registered map or plan thereof deposited in the Land Registry 
Office at the City of Vancouver, Province of British Columbia, and 
numbered 1276, for a term of five years from December 1, 1943, but 
no rental has been paid to the owner for the said property; 

3. That by Agreement dated November 30, 1943, James George 
Moffatt (hereinafter called the Contractor) agreed with the Minister 
of Finance to provide all the materials and perform all the work to 
alter the said premises for the cost of the work together with a fee 
of $700; 
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4. That the said Agreement with the Contractor was by mutual agreement 
cancelled and replaced by an Agreement dated July 15, 1944, under 
which the Contractor agreed to provide the materials and perform 
the said work for the sum of $12,000 of which amount $3,000 was 
payable by the owner; 

5. That during the course of the alterations, and after the Contractor had 
furnished part of the material and performed part of the work, the 
officials of the Housing Administration were of the opinion that the 
Owner had violated the terms of the said lease and that the Contractor 
had violated the terms of the said contract, and notices were given 
by the said officials to the said Owner and Contractor cancelling the 
said lease and contract; 

6. That both the Contractor and the Owner disputed the validity of the 
said notices and claimed damages from His Majesty the King in right 
of Canada for wrongful repudiation of the contract and lease; 

7. That after negotiation the Owner and Contractor have agreed to release 
all claims against His Majesty the King in respect of the said lease 
and contract upon payment to the Contractor of the sum of $4,000; 
and 

8. That in the opinion of the Minister it is advisable and in the best 
interest of the Crown that the said claims should be settled. 

The Committee, therefore, on the recommendation of the Minister of 
Finance, advise that under and by virtue of the War Measures Act, the 
Minister of Finance be authorized to pay from moneys appropriated for the 
purposes of carrying out the provisions of P.C. 7742 of October 6, 1944, the 
sum of $4,000 in full settlement of all claims which John Shirley Mulcahy 
and James George Moffatt have against His Majesty the King in right of 
Canada under lease dated November 29, 1943, between the said John Shirley 
Mulcahy and the Minister of Finance and under contracts dated November 30, 
1943, and July 15, 1944, between James George Moffatt and the Minister of 
Finance. 

(Sgd.) A. D. P. HEENEY, 
Clerk of the Privy Council. 

APPENDIX "F" 

July 3, 1947. 

The Secretary, 
Public Accounts Committee. 

DEAR Sin,—At the meeting in the afternoon of July 2nd, it was suggested 
that I file with you a memorandum outlining the various changes which I 
consider might usefully be made to the Consolidated Revenue and Audit Act, 
1931. This is the memorandum. 

1. The name of the Act be changed to "Public Finance Act", and repeal 
the-Board of Audit Act, c. 10, R.S.; Contingencies Act, c. 31, R.S.; Department 
of Finance and Treasury Board Act, c. 71, R.S., and c. 48, Statutes 1931; Public 
Lands Grants Act, c. 114, R.S.; Ordnance and Admiralty Lands Act, c. 115, R.S.; 
Consolidated Revenue and Audit Act, c. 27, Statutes 1931; Department of 
Transport Stores Act, c. 16, Statutes 1937, and Government Companies 
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Operation Act, c. 24, Statutes 1946, and also various financial sections in other 
statutes. In short, my thought is that all pertinent directions be brought 
together in a single statute. It is for such reasons that I think "Public Finance 
Act" would be a more appropriate title 

2. Change the title "Comptroller of the Treasury" to "Comptroller of 
Accounts", because many people confuse the work of the Comptroller with the 
activities of the Treasury Board. The Board is composed of Ministers, and 
should not be confused with the activities of an administrative office. 

3. In a great many statutes an order of the Governor in Council is required 
to signify a decision. The mass of such routine is now of proportions that it 
must make serious inroads on the time of the Cabinet. My thought is that the 
Governor in Council be vested with a power to delegate to the Treasury Board 
the exercise of such of its functions as it might from time to time decide. 

4. It would be desirable were revenue accounts to remain open for ten 
days after March 31st, in order that current receipts in transit be related to the 
proper year. 

5. A great many services are rendered for the benefit of individuals. In 
many cases there is no clear authority to make charges. I would empower the 
Governor in Council to fix scales of charges and, on publication in the Canada 

Gazette, it be obligatory to collect. 
6. Section 33 of the Consolidated Revenue and Audit Act permits the 

Governor in Council "whenever he deems it right and conducive to the public 
good" to remit any "duty or toll". I would broaden that to cover any tax, 
impost, duty or toll. I would also provide in the same section a means to 
compromise or write-off bad debts, etc. 

7. At the present time there is no clear authority to permit the Minister 
of Finance to invest, temporarily, idle cash balances in his bank accounts. I 
would give him such a power, but prohibit him from buying Government • 
securities listed at substantial premiums, as such purchases bring speculation 
into a transaction. 

8. At present no officer has any general responsibility with respect to revenues. 
My thought is that the Comptroller of Accounts should be required to keep 
constantly under review assessing, collecting and accounting practices of each 
department. His reports would be to the Minister of Finance. 

9. It is my opinion that it is an undesirable practice to amend legislation 
by means of an item in an Appropriation Act, therefore I would insert a section 
prohibiting the submission of Estimates including such an item. 

10. I have already outlined my thoughts with respect to Estimate's 

explanations. 
11. In a previous memorandum it has been suggested that a practice of 

credits-in-aid appropriations be introduced for those services which have 
material "service" revenues—as distinct from taxes. 

12. Instead of cheques being drawn on the Receiver General of Canada, it 
would be better to draw on the Bank of Canada and thus permit cashing banks 
to clear at all bank clearing centres. 

13. There should be legislation to govern the cases where securities should 
be given by contractors and the use which may be made of such deposits. 

14. Likewise, the situation should be clarified with respect to powers of 
attorney tendered to the Government. 

15. Parliament must consent before the Government may borrow. In my 
opinion, there are too many borrowing authorities tacked on to statutes. In 
addition, there are general borrowing statutes—mainly to refinance, but permit-
ting new borrowings. A maturity might properly be refinanced without fresh 
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legislation, so long as the principal amount is not increased. This would 
eliminate refinancing of debts statutes. 

16. The method of handling loan issues—door-to-door sales and pay-roll 
deductions—presents the risk that, by theft or bankruptcy, a small purchaser 
may be defrauded without recourse on the Government. Provision should be 
made that, in either of the foregoing contingencies, the collector be regarded as 
an agent of the Crown. 

17. The present statute was enacted when the Debt was serviced by the 
Department of Finance. As a result of the Bank of Canada Act, the activity is 
now performed by the Bank. For that reason, Debt Servicing regulations, which 
are of concern to the public, should be statutory. 

18. In my opinion, the stores of all major departments should be regulated 
in such a manner that they are tied-in with the Balance Sheet of Canada. 
Likewise, I am of opinion that commerical real property should be periodically 
valued and controlled by the Balance Sheet. Property which is unsaleable 
might be ignored—forexample, the Parliament Buildings, the canals, etc. 

19. The functions of the Deputy Minister of Finance have outgrown the 
keeping of accounts. That task might be performed by the Comptroller of 
Accounts. 

20. A single accounting office should be operated for Senate, House of 
Commons and Library accounts and the Comptroller of Accounts required to 
post monthly in that office a statement of transactions for the information of 
Senators and Members. 

21. It should be a statutory duty on the Auditor General to examine all 
accounts receivable, etc. (at present his duty is to examine actual collections). 
I would also make it necessary that he examine stores and property accounts 
to a much greater degree than is now required; also, require him to report on 
systems, or practices followed by departments in administering revenue 
collections, stores, etc. 

22. The present retiring age of the Auditor General is 70. I would reduce 
it to at least 65, and believe it should be 60, because no man should occupy the 
position too long. 

23. The present officers' guarantee fund is based on an Appropriation Act 
item. A comprehensive plan in a statute would be preferable. 

24. It would remove criticism were a Minister authorized to recognize writs 
for attachment of civil servants' salaries, when issued after jtidgment, up to a 
percentage of salary. 

25. All corporation budgets should be annually submitted to the appropriate 
Minister for approval in those cases where parliamentary approval is not 
required by legislation or usage. Further, limits as to what the budget might 
provide might be set out. Purpose: to avoid deficit planning. 

26. I would adopt a recent American statute and require the accounts of 
all corporations owned or controlled by the Crown to be audited by the Auditor 
General, and require him to report on any ultra vires transactions—the expense 
of aduit to be shared. 

27. Title to Crown property, administered by a corporation, be vested in 
that body, leaving to the Courts the question of liability for taxes. 

28. Make the calender year the fiscal year for Crown corporate bodies. 

Yours faithfully, 

WATSON SELLAR, 
Auditor General. 

4 
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No. 108 

VOTES AND PROCEEDINGS 

OF THE 

HOUSE OF COMMONS 

OF CANADA 

OTTAWA, WEDNESDAY, 9TH JULY, 1947 

PRAYERS. 
	 10.00 o'clock, a.m. 

Mr. Howe, a Member of the King's Privy Council, presented,—Return to 
an Order of the House of June 19, 1947, for a Return showing:-1. How 
many houses were constructed in East York Township, county of York, by 
Wartime Housing, and what is the total cost of each home constructed? 

2. Were any sub-contracts given out? If so, what sub-contracts and to 
whom? 

3. Who was the general contractor, and what was the contract? 
4. What is the present proposed or actual rental for each home? 
5. What was the cost per unit of project overhead, and how was the same 

made up? 
6. Who were the inspectors in the area; what was their term of employment 

and what were their salaries? 
7. What qualifications did the inspectors have? 
8. Have any complaints been received about the construction or state of 

repair of any of the homes? If so, what complaints were received? 
9. On whose advice was the location for the homes chosen? 
10. Who installed the various services such as street, sidewalk, water, sewer, 

electricity, or landscaping, and what was the cost of each? 
11. What was paid for the land per lot, whether-  by way of purchase 

or rental? 
12. Did any municipality contribute to any part of the project and what 

was the cost of such contribution? 
13. What provision was made for schools in the area, or for the education 

of any children living in the area? 
14. What are the details of any tax arrangements made with the 

municipality? 
15. What ar e the details of the management provided for the project and 

the costs of same? 
V 108-1 



746 	 HOUSEDOF COMMONS 	11 GEORGE V1 
	

A.D. 1947 
	

WEDNESDAY, 9TH JULY, 1947 	 747 

And also,—Return to an Order of the House of May 26, 1947, for a Return 
showing:-1. How many persons applied for National Research Council grants 
in (a) 1945-1946; (b) 1946-1947; (c) what were the amounts applied for in 
these respective years? 

2. How many applications for such grants were approved in (a) 1945-46? 
(b) 1946-47; (c) what were the actual amounts received in these respective 
years? 

3. How much money was apportioned for research in 1945-1946, 1946-1947 
in the following fields (a) medicine; (b) physical sciences; (c) forestry; (d) 
fisheries; (e) agriculture? 

4. What was the total amount of money granted for research in 1945-1946, 
and 1946-1947 respectively in the following fields (a) medicine; (h) physical , 
sciences; (c) forestry; (d) fisheries; (e) agriculture? 

5. Has the National Research Council given any grants for military 
research? 

6. If so, how much did these grants amount to? 

Mr. Gibson (Hamilton West), a Member of the King's Privy Council, laid 
before the House, by command of His Excellency the Governor General,—
Thirty-eighth Annual Report of the Civil Service Commission of Canada for 
the year ended December 31, 1946. 

He also presented,—Return to an Order of the House of May 7, 1947, 
for a Return showing:-1. What was the total of kilowatt hours of electric 
energy generated in each of the past five fiscal years by provinces? • 

2. What amount of such electric energy in each province was generated and 
sold or distributed by (a) the province or an agency thereof; (b) the municipali-
ties within each province; (c) private corporations or interests? 

3. What electric current so generated and sold or distributed was (a) subject 
to federal sales taxes, corporation taxes, and other Dominion government taxes; 
(b) exempt from such taxes? 

4. What was the amount of such taxes payable each year in each province? 

Mr. Fournier (Hull), a Member of the King's Privy Council, presented,—
Supplementary Return to an Order of the House of June 16, 1947, for a Return 
showing:-1. What was the total amount of moneys expended by the Public 
Works Department in dredging operations in Saint John harbour, Courtney 
Bay and immeditae vicinity, from January 1, 1935, to December 31, 1946? 

2. What was the total expenditure in dock improvements, wharves, eleva-
tors, breakwaters, etc., in Saint John harbour, Courtney Bay and immediate 
vicinity, from January 1, 1935, to December 31, 1946? 

3. What steps have been taken by the government with respect to new 
buildings, wharves, breakwaters and dredging in Saint John harbour and 
immediate vicinity? 

Mr. Lapointe, Parliamentary Assistant to the Minister of National Defence, 
presented,—Return to an Order of the House of June 18, 1947, for a Return 
showing:—What amount of money has been spent, by Military Districts or by 
Provinces, in each of the fiscal years from April 1, 1937, to March 31, 1947, 
for: (a) Reserve Army training; (b) Cadet training? 

The House resolved itself into Committee of the Whole to consider a certain 
proposed Resolution to amend the Senate and House of Commons Act. 

(In the Committee) 

The following Resolution was adopted:— 
Resolved, That it is expedient to present a measure to amend the Senate 

and House of Commons Act to provide an additional annual allowance to the 
member of the Senate occupying the recognized position of Leader of the Govern-
ment in the Senate and the member occupying the recognized position of Leader 
of the Opposition in the Senate. 

Resolution to be reported. 

The said Resolution was reported, read the second time, on division, and 
concurred in. 

Mr. Mackenzie King then, by leave of the House, presented a Bill, No. 443, 
An Act to amend the Senate and House of Commons Act, which was read 
the first time, on division, and ordered for a second reading at the next sitting 
of the House. 

The Order being read for the House to resolve itself again into Committee 
of Supply; 

Mr. Mackenzie King moved, That Mr. Speaker do now leave the Chair. 

And the question being put on the said motion; it was agreed to. 

The House accordingly resolved itself again into Committee of Supply, and 
progress having been made and reported, the Committee obtained leave to sit 
again at a later hour this day. 

A Message was received from the Senate informing this House that the 
Senate had passed the following Bill, without any amendment:— 

Bill No. 339, An Act to amend the Old Age Pensions Act. 

The Order being read for second reading of Bill No. 411, An Act to author-
ize the Government of Canada to enter into Agreements with the governments 
of the provinces pursuant to which, in return for compensation, the provinces 
agree to refrain from levying certain taxes for a limited period; 

Mr. Abbott moved,—That the said Bill be now read the second time. 

And a Debate arising thereon, the said Debate was, on motion of Mr. 
Howe, adjourned. 

The Order being read for the House to reselve itself again into Committee 
of Supply; 

Mr. Mackenzie moved,—That Mr. Speaker do now leave the Chair. 

And the question being put on the said motion; it was agreed to. 

The HcLuse accordingly resolved itself again into Committee of Supply and 
further progress having been made and reported, the committee obtained leave 
to sit again at a later hour this day. 
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By leave of the House, Mr. Picard, from the Standing Committee on Public 
Accounts, presented the Fifth .Report of the said Committee, which is as 
follows:— 

Your Committee, following the agenda adopted at a meeting of the Steering 
Committee, on May 8, undertook during its meetings of May 30, June 3, 17, 
24, the study of the administration, by the Custodian of Enemy Property, of 
the property of illegal organizations. 

During the meetings of June 24 and 27, your Committee investigated the 
administration of the Ottawa Office of the Custodian, as well as the Custodian's 
accounts. 

On these subjects, your Committee heard evidence from Dr. E. H. Coleman, 
C.M.G., K.C., Deputy Custodian of Enemy Property, Mr. A. H. Mathieu, 
Assistant Deputy Custodian, and Mr. K. W. Wright, Counsel. 

The willingness of these witnesses to supply all possible information was 
appreciated by your Committee. 

Illegal Organizations 
Shortly after an Order in Council was passed in June, 1940, declaring a 

number of societies and organizations to be illegal, the Custodian was entrusted 
with the administration of their properties scattered throughout Canada. The 
first task was of obtaining particulars as to the real property owned by the 
various organizations and that extended work was completed in the autumn of 
1940. 

The preliminary report showed that, in some cases, there was reason to 
apprehend interference with the properties as there were accumulating taxes, 
claims under mortgages, and other charges. 

It became necessary, in order to assume effectual and actual control of these 
organizations, to appoint eight trust companies and accounting firms throughout 
Canada to represent the Custodian. Arrangements were made with the Canadian 
Bankers' Association, the Post Office Department and the Royal Canadian 
Mounted Police, whereby all relevant information in their hands would be 
reported to the Custodian and his controllers. 

The property of fifty-three organizations, considered illegal as a result of 
different Orders in Council, was under the control of the Custodian of enemy 
property through his agents who administered it until the ban was removed by 
Orders in Council, in the years 1943, 1944 and 1945. 

As of December 31, 1946, the financial result of these operations, in the case 
of 51 of these organizations, showed a net debit balance to the Custodian of 
$15,015.88. The total receipts were $112,267.94; the total disbursement $99,309.05; 
but an amount of $27,974.77 was returned to them by the Custodian. 

Most of the discussion of your Committee centered on the administration and 
disposal of the property of the two other organizations, the Ukrainian Labour-
Farmer Temple Association and the Workers' and Farmers' Publishing Co., as the 
ten properties of The Ukrainian Labour-Farmer Temple Association and the 
plant of the Workers' and Farmers' Publishing Co., represented the exceptions to 
the general experience of the Custodian in the matter of administration and 
claims. 

The Ukrainian Labour-Farmer Temple Association 
Upon assuming control, the Custodian was advised that certain properties 

could hardly be operated profitably and had better be sold. Sixteen properties 
of the Ukrainian Labour-Temple Association and other organizations were thus 
sold and every effort was made at the time to get the best possible price in the 
market. In only two of The Ukrainian Labour-Farmer Temple Association cases 
did the Committee express the view that the Custodian's agents had sold the 
properties for an unduly low price. These cases were in Saskatoon and Van-
couver. The Committee thought that the agents had not felt it their duty to  

point out to the Custodian that the highest bid offered appeared unreasonably 
low in relation to the value of the property. As to six of those, there was never 
any complaint whatever. The ten others were the subject of much consideration 
by your Committee. These ten properties, whose combined assesment isn 1940 
amounted to $91,380.00 were sold by the Custodian in 1941 for $73,563.67. 

When this organization was removed from the list of illegal organizations in 
December of 1943, the Governor in Council authorized the Custodian to appoint 
an advisory committee to look into the complaints which were made by it as well 
as by others. The advisory committee was headed by His Honour Judge 
George W. McPhee, of Moose Jaw, Saskatchewan, the other members being 
Mr. Geo. A. Campbell, of Edmonton, Alberta, and Mr. Gordon Thomson, of 
Windsor, Ontario. 

• The advisory committee recommended the payment of claims amounting 
to $10,791.70 and expressed the opinion that the new owners should agree to sell 
the property to The Ukrainian Labour-Farmer Temple Association at the price 
paid for it, provided, however, that if the new owners had made permanent 
improvements to the property, these should be paid for by the Ukrainian 
Labour-Farmer Temple Association, all with a view to restore harmony and 
good feeling among Canadians of Ukrainian origin. It was further recommended 
to the Custodian that he should absorb debit balances where these occurred in 
the accounts for maintenance. The amount so involved was $30,562.61. It was 
also recommended that he pay to the municipalities one-half of the taxes for 
1940 and all the taxes for 1941, 1942, and 1943, on those properties in which tax 
payments were in arrears. Taxes so paid amounted to $13,033.79. 

When the negotiations carried on between The Ukrainian Labour-Farmer 
Temple Association and the new owners proved unsuccessful, the Custodian dele-
gated Mr. George Campbell, a member of the McPhee Committee, to help in the 
negotiations. In October 1944, the Government, as a matter of policy, decided 
that every effort was to be made to restore its properties to The Ukrainian 
Labour-Farmer Temple Association and that it would assist in the repur chase 
when needed. In some cases, substantial improvements had been made to the 
properties and it was the task of Mr. Campbell to value these improvements 
and arrive at a final settlement. These negotiations were thus conducted person-
ally by the Custodian through Mr. Campbell. 

As a result of these steps, the ten properties, assessed for $91,380.00 in 1940 
and sold in 1941 NI- $73,563.67, were repurchased by the Custodian ii 1945 for 
a sum of $156,800.65. The cost to the Government on the purchase of these 
properties amounts, therefore, to $83,236.98, to which must be added $30,562.61 
for the debit balances, $13.033.79 for taxes for the latter part of 1940 and all of 
1941. 1942 and 1943, and $10,791.70 for damage claims recommended by the 
McPhee Commission, totalling a debit balance of $137,625.08 on the Custodian's 
handling of The Ukrainian Labour-Farmer Temple Association properties. 
Total receipts were $109,480.98 and total disbursements were $247,106.06. 

Special attention was given by your Committee to the handling of properties 
at Calgary, Lethbridge and Medicine Hat. For different reasons, it was impos-
sible for the Custodian to repurchase these properties, which had been sold in 
1941 for a total sum of $4,171.30, including chattels valued at $311.55. The 
Custodian arranged for a sum of $25,000 to be paid to The Ukrainian Labour-
Farmer Temple Association to compensate for the non return of these properties 
as recommended by the Advisory Committee. It is to be noted that the assessed 
total value of these properties in 1940 was $15,615.00. 
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Workers' and Farmers' Publishing Association Limited 

At the time this company was declared illegal, an inventory was prepared of 
all machinery and tools. The valuators employed by the agents for the Custodian 
appraised these at $9,811.00. The equipment so valued was advertised for sale 
by tender and sold for $9,696.46. Later representations were made to the Cus-
todian, as a result of whic hMr. K. W. Wright, Counsel of the Custodian, was 
directed to make an investigation as to this sale. It appeared that the same 
company, The Toronto Type Foundry Company, who had valued the plant at 
$9,811.00 in 1941, at the request of the Western Trust Company, Agents for 
the Custodian, had given in 1945 a report to the Workers' and Farmers' Pub-
lishing Association that the plant was worth at least $45,000.00. A further 
appraisal was made at the request of Mr. Wright by the Printers' Ink 
Machinery Company, who valued the plant at $28,773.55. 

As a result of Mr. Wright's investigation, an additional compensation of 
• $20,000.00 was allowed by the Custodian in January 1946. 

Summary 

The financial statement of 'the Custodian as to this organization shows a 
debit balance of $20,337.00. 

The overall operations by the Custodian's Agents of the properties of 
illegal organizations show total receipts of $228,662.89; total disbursements of 
$365,056.46; total amount returned by the Custodian to the organizations of 
$36,584.39; thus resulting in a total debit balance of $172,977.96. 

The opinion was widely expressed in your Committee that the treatment 
given to illegal organizations and particularly to The Ukrainian Labour Farmer 
Temple Association and The Workers' and Farmers' Publishing Company in 
regard to their property, subsequent to the McPhee Report, was somewhat more 
generous than that accorded to the Japanese-Canadian evacuees. 

Your Committee was apprised of the fact that 3,500 pounds of books seized 
in the editor's office of the Workers' and Farmers' Printing Association, Ltd., 
Winnipeg; in the care of the Custodian's Agents, were destroyed, as they 
apparently were considered by the R.C.M.P. to be subversive literature. 

On the other hand, 349 books seized from the Deutscher Bund Kanada 
Organization and alleged to be Nazi propaganda literature, have been preserved, 
six being confiscated by the R.C.M.P. The remainder were returned to the 
Custodian's Agents and are now available for return to the owners. 

Your Committee was startled by the difference in treatment given to alleged 
Communist and alleged Nazi propaganda and cannot but express surprise that 
destruction of books was carried on in Canada as it was in Germany. 

Property of Japanese Evacuees 

As to the purchase by the Veterans' Land Act Administration, from the 
Custodian, of lands formerly owned by Japanese evacuees, your Committee 
was given further detailed information completing the evidence which has been 
the basis of its Fourth Report. 

Part of the meeting of June 24 and the meeting of June 26 were assigned to 
the completion of evidence by Mr. Gordon Murchison, Director, Soldier Settle-
ment and Veterans' Land Act, concerning the purchase and resale to veterans 
of lands formerly owned by Japanese evacuees. 

Further evidence concerning the sale of such lands by the Veterans Land 
Act Administration disclosed that some sales were made to civilians at a 
profit over the purchase price but it is,reasonable to assume from the evidence 
that no such profits were made on sales to veterans. 

Administration of Enemy Property 
The administration of enemy property during the war is the primary 

function of the Custodian of Enemy Property and it is to be noted that all 
the evidence adduced up to this point before your Committee had to do with 
duties entrusted to the Custodian, which were not specifically relevant to his 
functions as such. 

Your Committee, during the course of two meetings, was given an account of 
the work of the Custodian in his official capacity as foreseen by the Revised 
Regulations respecting trading with the enemy. 

The office of the Custodian, which was set up in 1920 under the Treaty of 
Peace (Germany) Order, was not closed between the two Great Wars, but its 
staff had been reduced to two officials and two stenographers. These were the 
nucleus around which was built a staff of 129, who took charge of the administra-
tion of considerable interests and properties at the inception of the war and is 
still pursuing its work. The bulk of the administration was carried on with the 
help of inspectors, supervisors, controllers and firms of chartered accountants, 
appointed throughout Canada. 

The property of the governments, associations, business and industrial 
concerns and citizens of enemy countries and occupied territories were, since 
September 2, 1939, under the control of the Custodian. The total amounts of 
these assets reached a figure nearing $1,500,000,000 but, by gradual release 
of state funds and gold belonging to the governments of former proscribed 
countries as well as property belonging to persons who were able to establish 
that they could no longer be considered enemies under the Regulations. the 
total assets under control at present day valuation was apriroximately 
$320,000,000, as of December 31, 1946. 

The diversified nature of the assets under control necessitated a flexible 
system of administration and audit. 

It is to be noted that the Custodian's administration has been self-supporting 
and no money was drawn from public funds, but separate individual aceNnts 
are kept and the cost of operating charged to them. A different course was 
followed as between belligerent enemy property and non-belligerent enemy 
property, that is property of persons or societies of a liberated country. In this 
latter case, up to the application for release, the account has been charged, 
besides the disbursements and normal expenses, an over-all administration fee 
of two per cent of the total value on the date of release. In so far as belligerent 
enemy property is concerned, the treaties will provide for the charges to be made. 

According to Section 6 of the Final Act of the Paris Conference on 
Reparation, which came into force January 14, 1946, and which was formally 
signed by Canada on January 30, 1946, this country is entitled to "hold or 
dispose of Germany enemy assets within its jurisdiction in manners designed to 
preclude their return to German ownership or control, and shall charge against 
its reparation share such assets". 

The solution of most problems of how and when to release the property at 
present under control must necessarily await the coming into force of the 
treaties with the so-called satellite countries and the treaties with Germany and 
Japan. As to the liberated countries, it is expected that agreements will be 
arrived at between them and the Canadian Government on this mgtter. Up to 
this moment, such an agreement has been made with France, which has been in 
force since March 22, 1946. 

As to royalties on enemy owned patents collected since the end of the war, 
they are governed, until the peace treaties are signed, by the clauses of an 
agreement signed, in July, 1946, between Great Britain, the United States, 
France, Belgium, Germany, Holland, Luxembourg, Denmark, South 4.frica, 
Australia, Czechoslovakia and Canada. 
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Your Committee was impressed by the magnitude of the work of administer- 
ing enemy property and the success of the operations carried on by the Custodian 
or under his control. 

By leave of the House, Mr. Picard, from the Standing Committee on Public 
Accounts, presented the Sixth Report of the said Committee, which is as 
follows:— 

Your Committee at its meetings of July 1 and 2 heard evidence from Mr. 
Watson Sellar, Auditor General of Canada and' wishes to express its appre-
ciation of the constructive suggestions submitted by him. 

Many items of the report of the Auditor General were the object of your 
Committee's attention and the information gathered conduces to a better 
understanding of the work, as well as of the important functions of his office. 

Your Committee is of the opinion that consideration should be given by the 
Government to the desirability of amending existing legislation, as more fully 
explained in Mr. Seliar's memorandum dated July 1, 1947, with a view to 
regulating: 

(a) the form of Estimates and the printed explanations associated there-
with; 

(b) the use of revenue arising out of services performed for the direct 
beneflt of individuals; 

(e) the management of revenues; 
(d) the valuation of assets; 
(e) the management of stores and equipment inventories. 

Your Committee is also of the opinion that consideration should be given 
by the Government to amending the Consolidated Revenue and Audit Act, 
1931, in the light of Mr. Sellar's memorandum dated July 3, 1947, supplement-
ing the oral evidence given by him on July 2. 

Copies of these two memoranda are attached hereto and form a part of 
this report. 

Your Committee is also of the opinion that the House should explore 
the desirability of establishing a Standing Committee on Estimates. 

A copy of the minutes of proceedings an devidence from May 30 to July 2, 
inclusive are tabled herewith. 

(For Minutes of Proceedings, Evidence, etc., accompanying said Report, see 
Appendix to the Journals, No. 14) 

ADDENDUM 
1. The Consolidated Revenue and Audit Act dates from 1878. Its purpose 

is to regulate consolidated revenue fund transactions to the end that parlia-
ment preserves control over the public purse. In my opinion the time has come 

the Act. when, in it own interests, parliament should consider again the provisions of 

2. There may have been a time when the Committee of Supply minutely 
examined estimate items, but demands now made on the time of the House of 
Commons are such that complete examination of estimates is impracticable. 
Estimates should no* be presented in such a form that members do not have to 
guess purposes to which votes will be applied. 

WEDNESDAY, 9TH JULY, 1947 

3. It is suggested that, instead of members of parliament having to seek 
explanations from ministers, "details" printed with the estimates should be in 
narrative form, setting out:— 

(a) the objects and purposes of the items, 
(b) explanations of increases, 
(c) the Acts, if any, which will regulate application, 
(d) the anticipated revenues, 
(e) comparisons with previous years, and 
(f) such other information as is necessary to permit members to familiarize 

themselves with the purposes and implications before items are called 
by the chairman of the Commitee of Supply. 

Existing legislation merely directs that the estimates "shall be for the services 
coming in course of payment during the fiscal year." 

4. In the past ten years the number of items had increased. Using main 
estimates items, the number was 295 in 1937 and 484 in 1947. This increased 
use of items dates from the session of 1938 when the number jumped from 295 
to 440—although the total sum voted in 1938 was only $10,000,000 greater than 
in 1937. The purpose was to confine departments more strictly to objects of 
expenditure. While results were thereby attained, I feel consequences were:— 

(a) inflations in sums sought, by reason of departments including con-
tingent reserves in every item, as protection again unforeseen demands 
arising in the year; and 

(b) some difficulty to members in identifying the items on which they 
wish to put questiens or make observations. 

5. May I illustrate my thoughtes on the subject by making reference to 
post office accounts. Parliament appropriated approximately $61,500,000 for 
the postal service in 1946. The application of the votes was:— 

Voted 	Spent 	Lapsed Vote No. 	 Purpose 

	

811,425 	743,756 	67,699 231 Deparmental Administration 	
22,126,090 22,126,090 232 Post Offices  	
1,234.720 1,039,400 	195,320 670 Supplementary to 232 	

953,750 	912,938 	40,812 233 Inspection and Investigation 	
 14,651,279 13,498,441 	1,152,838 234 Railway Mail Services 	
 19,862,725 17,724,216 2,138,509 235 Air and Land Mail Services 	 

236 Money order, savings bank and 
other 	activities 	including 	

1,876,181 	1,649,718 	226,463 printing 	  
237 Compassionate allowances for in- 	

5,000 	 5.000 juries 	  

$61,521,170 $57,694,559 $ 3,826.6U 

A glance at the foregoing shows that:— 

(a) if votes had been consolidated, the year-end supplementary of 
$1.234,720 to vote 232 would not have been necessary; and 

(b) after all unanticipated expenses had been discharged, the Post Office 
Department had unused balances of $3,826,611—an excessive amount 
in my opinion. 

6. Adding various small expenditures. authorized by various statutes, total 
appropriation expenditures of Post Office were about $58,000,000. But the Post 
Office Act provides that certain classes of postmasters be paid directly from 
revenue. In the year the amount was about $15.000.000. Thus. direct Post 
Office disbursements were about $73.000.000. Should study go further, it would 
be noted that the cost of certain steel equipment. etc.. and the provision of all 
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office accommodation is borne by appropriations for the Department of Public 
Works. That cost is not segregated in the accounts but, on a basis, may 
total $3,000,000. Thus the real cost may have been $76,000,000. 

7. Gross revenues approximated $83,800,000. If the value of postage stamps 
used for cheque tax purposes amounted to $3,500,000--it is impracticable to 
establish an exact figure—the real revenue of Post Office was about $80,000,000. 
A subtraction of estimated operating costs of $76,000,000 leaves a profit of 
$4,000,000. But section 20 of the Post Office Act fixes 2 cents as the first-
class letter rate between places. The other 2 cents is a tax imposed for 
revenue purposes by the Special War Revenue Act. First-class mail produces 
approximately 50 per cent of the total revenue. Therefore, if one were to 
distinguish between the "service" charge and the "tax" charge, Post Office 
had an operating deficit. In turn, part of this deficit is due to the fact that 
about 28 million pieces of first-class mail matter and 100 tons of third-class 
matter for departments of government are franked. Were postage paid, the 
revenue would be about $1,500,000. 

8. It is submitted that it would be in the interests of the House of Commons 
were the financial requirements of the Post Office presented in all-inclusive form. 
That is to say, instead of estimates details consisting of accounting breakdowns, 
there would be a distribution of estimated income and disbursements to the 
various services in a manner which is self-explanatory and does not necessitate 
accounting calculations to disclose the true position. 

9. The Board of Grain Commissioners' transactions afford another illustra-
tion. Its revenues were approximately $2,000,000 arid expenditures a little over 
$1,900,000. In addition, government elevators had an operating income of 
about $650,000 and operating expenses of $380,000. The volume of business is 
dependent on the grain crop; yet the board must prepare its estimates long 
before seed is in the ground. As practice now is, the board presumably calculates 
its estimates on the possibility of a crop a little above the average. Two 
consequences may result: 

(a) in the event of a big crop, it must keep supplementary votes to meet 
extra operating costs; or 

-(b) in the event of a small crop, it has larger appropriations than are 
needed. 

My thought is that in eases of this type, parliament could have a safeguard 
against over-staffing, etc., were appropriations so devised that the sum available 
is determined by the effort which administrative officers put forth to make their 
activities self-supporting. If he who benefits is prepared to pay the cost, a service 
is no burden on the taxpayer. On the other hand, when experience demonstrates 
that those who benefit are not prepared to pay the cost, then the House has 
notice either that there is no real need for the service or that it is extravagantly 
organized. 

THE REGULATION OF REVENUES 
10. The Consolidated Revenue and Audit Act's directions with respect to 

the management of revenues are few: (a) collecting officers are to make deposits 
daily, and (b) the Auditor General is to satisfy himself that revenue collected 
is "fully accounted for". The Act makes the comptroller of the treasury answer-
able for the regularity of departmental expenditures; but no officer has a like 
responsibility for revenue transactions. There is no audit obligation to establish 
that all moneys, which should have been collected, were gathered in. In most 
departments the revenue audit does go beyond the statutory ubligations, but  

until recently the Income Tax Division insisted on observance of the text. It is 
for this reason that the audit certificate of revenues, so far as Income Tax 
Division accounts are concerned, is qualified by paragraph 25. (Some months 
ago the audit office was informed that all taxation records are now to be 
regarded as open to inspection.) 

11. It is my opinion that more specific legislative directions with respect to 
revenues are desirable. A reason is provided by paragraph 19, which refers to 
the situation with respect to fines collected by the courts. Another is to be 
found in paragraph 16, where it is noted that departments regard $5,000,000 
of accounts receivable as uneollectible (exclusive of income tax), yet they 
cannot be written off because there is no authority so to do. The mayors of 
various places would probably be surprised were they to learn that the govern-
ment accounts list their municipalities as owing money because of the use of 
the militia in times of local unrest. Using a geographic selection, with dates 
in brackets, to illustrate: Nanaimo, B.C., $255,313 (1913-141 ; Sault Ste. Marie, 

Ont., $8,308 (1903) ; Buckingham, Que., $2,350 (1906,) and Glace Bay, N.S., 
$36,644 (1909-10). 

VALUATION OF ASSETS 

12. In paragraph 11 of the audit report for 1946 attention is drawn to a 
reserve of $150,000,000 set up in the balance sheet "for possible losses on ultimate 
realization of active assets". While it is a bookkeeping reserve, it is suggested 
that there should be legislation regulating the valuation of assets for balance 
sheet purposes. A convenient illustration is provided by paragraph 101, which 
relates to the accounts of the National Harbours Board. The loans and advances 
from the government of Canada, as of December 31, 1945, were, in round 
figures: 

Halifax 	  $12,500,000 
Saint John 	  17,000,000 
Chicoutimi 	  3,800,000 
Quebec 	  27,800,000 
Three Rivers 	  4,000,000 
Montreal 	  60,000,000 
Vancouver 	  25,000,000 

If you are interested, that totals $150,100,000. The balance sheet of Canada 
incorporates, as active assets, only the investment in the ports of Montreal 
and Vancouver. This inconsistency takes it origin in the fact that prior to 1936 
the harbour commissions of Montreal and Vancouver alone paid interest 
regularly. In 1936 all harbour properties were declared Crown property; con-
sequently, it may be argued that: 

(a) the value of the Montreal and Vancouver properties for balance sheet 
purposes should be that established by physical valuations made by 
appraisals engineers; 

(b) the same treatment should be applied to the public property in the 
other points; 

(e) if some commercial properties of the Crown are treated as assets for 
balance sheet purposes. then all commercial properties of the Crown 
should be treated likewise. 

STORES AND EQUIPMENT 

13. In paragraph 10 of the audit report it is noticed that balance sheet 
assets do not include the value of departmental stores and equipment other 
than stores inventories of the departments of Public Printing and Stationery 
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and Transport. The reason why the inventories of these two departments are 
set up as assets is because legislation fixes a maximum sum which may be 
invested in the year-end inventories and thus an annual monetary valuation is 
made. Stores are not infrequently the equivalent of money. In other words, if 
other departments have balances in appropriations which will not be required 
in the year, there is no legal impediment against stores being acquired to offset 
a possible cut in the next year's estimates. A special instance is noted in 
paragraph 3, where reference is made to a payment of $37.735,000 to the United 
States to permit service forces to make selections in the fiscal year 1947 from 
the surplus stores and equipment of the United States government. In my 
opinion it would be in the interests of parliament were there general legislation 
with respect to all stores, etc., of departments. 

WATSON SELLAR, 
Auditor General. 

July 3, 1947. 
The SECRETARY, 
Public Accounts Committee. 
Dear Sir: 

At the meeting in the afternoon of July 2, it was suggested that I file with 
you a memorandum outlining the various changes which I consider might 
usefully be made to the Consolidated Revenue and Audit Act, 1931. This is the 
memorandum. 

1. The name of the Act be changed to "Public Finance Act", and repeal the 
Board of Audit Act, c.10, R.S.; Contingencies Act, c. 31, R.S.; Department of 
Finance and Treasury Board Act, e.71, R.S., and c.48, Statutes 1931; Public 
Lands Grants Act, c.114, R.S.; Ordnance and Admiralty Lands Act, c.115, R.S.; 
Consolidated Revenue and Audit Act, c. 27, Statutes 1931; Department of Trans-
port Stores Act, c. 16, Statutes 1937, and Government Companies Operation Act, 
c.24, Statutes 1946, and also various financial sections in other statutes. In 
short, my thought is that all pertinent directions be brought together in a single 
statute. It is for such reasons that I think "Public Finance Act" would be a more 
appropriate title. 

2. Change the title "Comptroller of the Treasury" to "Comptroller of 
Accounts", because many people confuse the work of the Comptroller with the 
activities of the Treasury Board. The Board is composed of Ministers, and 
should not be confused with the activities of an administrative office. 

3. In a great many statutes an order of the Governor in Council is required 
to signify a decision. The mass of such routine is now of proportions that it must 
make serious inroads on the time of the Cabinet. My thought is that the 
Governor in Council be vested with a power to delegate to the Treasury Board 
the exercise of such of its functions as it might from time to time decide. 

4. It would be desirable were revenue accounts to remain open for ten 
days after March 31, in order that current receipts in transit be related to the 
proper year. 

5. A great many services are rendered for the benefit of individuals. In 
many cases there is no clear authority to make charges. I would empower the 
Governor in Council to fix scales of charges and, on publication in the Canada 
Gazetterit would be obligatory to collect. 

6. Section 33 of the Consolidated Revenue and Audit Act permits the 
Governor in Council "whatever he deems it right and conducive to the public 
good" to remit any "duty or toll". I would broaden that to cover any tax, 
impost, duty or toll. I would also provide in the same section a means to 
compromise or write-off bad debts, etc. 

7. At the present time there is no clear authority to permit the Minister 
of Finance to invest, temporarily, idle cash balances in his bank accounts. I 
would give him such a power, but prohibit him from buying Government securities 
listed at substantial premiums, as such purchases bring speculation into a 
transaction. 

8. At present no officer has any general responsibility with respect to 
revenues. My thought is that the Comptroller of Accounts should be required to 
keep constantly under review assessing, collecting and accounting practices of 
each department. His reports would be to the Minister of Finance. 

9 It is my opinion that it is an undesirable practice to amend legislation by 
means of an item in an Appropriation Act, therefore I would insert a section 
prohibiting the submission of Estimates including such an item. 

10. I have already outlined my thoughts with respect to Estimates' 
explanations. 

11. In a previous memorandum it has been suggested that a practice of 
credits-in-aid appropriations be introduced for those services which have material 
"service" revenues—as distinct from taxes. 

12. Instead of cheques being drawn on the Aeceiver General of Canada, 
it would be better to draw on the Bank of Canada and thus permit cashing 
banks to clear at all bank clearing centres. 

13. There should be legislation to govern the cases where securities should 
be given by contractors and the use which may be made of such deposits. 

14. Likewise, the situation should be clarified with respect to powers of 
attorney tendered to the Government. 

15. Parliament must consent before the Government may borrow. In my 
opinion there are too many borrowing authorities tacked on to statutes. In 
addition, there are general borrowing statutes—mainly to refinance, but 
permitting new borrowings. A maturity might properly be refinanced without 
fresh legislation, so long as the principal amount is not increased. This would 
eliminate refinancing of debts statutes. 

16. The method of handling loan issues—door-to-door sales and pay-roll 
deductions—presents the risk that, by theft or bankruptcy, a small purchaser 
may be defrauded without recourse on the Government. Provision should be 
made that, in either of the foregoing contingencies, the collector be regarded as an 
agent of the Crown. 

17. The present statute was enacted when the debt was serviced by the 
Department of Finance. As a result of the Bank of Canada Act, the activity is 
now performed by the Bank. For that reason, Debt Servicing regulations, 
which are of concern to the public, should be statutory. 

18. In my opinion, the stores of all major departments should be regulated in 
such a manner that they are tied-in with the Balance Sheet of Canada. 
Likewise, I am of opinion that commercial real property should be periodically 
valued and controlled by the Balance Sheet. Property which is unsaleable 
might be ignored—for example, the Parliament Building, the canals, etc. 
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19. The functions of the Deputy Minister of Finance have outgrown the 
keeping of accounts. That task might be performed by the Comptroller of 
Accounts. 

20. A single accounting office should be operated for Senate, House of 
Commons and Library accounts and the Comptroller of Accounts required to 
post monthly in that office a statement of transactions for the information of 
Senators and Members. 

21. It should be a statutory duty on the Auditor General to examine all 
accounts receivable, etc. (at present his duty is to examine actual collections). 
I would also make it necessary that he examine stores and property accounts 
to a much greater degree than is now required; also, require him to report on 
systems, or practices, followed by departments in administering revenue collec-
tions, stores, etc. 

22. The present retiring age of the Auditor General is 70. I would reduce it 
to at least 65, and believe it should be 60, because no man should occupy the 
position too long. 

23. The present officers' guarantee fund is based on an Appropriation Act 
item. A comprehensive plan in a statute would be preferable. 

24. It would remove criticism were a Minister authorized to recognize writs 
for attachment of civil servants' salaries, when issued after judgment, up to a 
percentage of salary. 

25. All corporation budgets should be annually submitted to the appropriate 
Minister for approval in thtse cases where parliamentary approval is not 
required by legislation or usage. Further, limits as to what the budget might 
provide might be set out. Purpose: to avoid deficit planning. 

26. I would adopt a recent American statute and require the accounts of 
all corporations owned or controlled by the Crown to be audited by the Auditor 
General, and require him to report on any ultra vires transactions—the expense 
of audit to be shared. 

27. Title to Crown property, administered by a corporation, be vested in 
that body, leaving to the Courts the question of liability for taxes. 

28. Make the calendar year the fiscal year for Crown corporate bodies. 

Yours faithfully, 

WATSON SELLAR, 
Auditor General.  
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A Message was receiedv from the Senate informing this House that the 
Senate had passed the following Bills, to which the concurrence of this House was 
desired:— 

Bill No. 444 (Letter P-14 of the Senate), intituled: "An Act for the relief 
of Joseph Edmond Gerard Santoire". 

Bill No. 445 (Letter Q-14 of the Senate), intituled: "An Act for the relief 
of Alderic Gemme". 

Bill No. 446 (Letter R-14 of the Senate), intituled: "An Act for the relief 
of Pierre Behocaray". 

Bill No. 447 (Letter S-14 of the Senate), intituled: "An Act for the relief 
of Joseph Rosealphee Oderic Dussault". 
- Bill No. 448 (Letter T-14 of the Senate), intituled: "An Act for the relief 

of Dan Alonzo Dwight Wright". 

And also,—A Message communicating to this House the evidence, etc., 
taken before the Standing Committee of the Senate on Divorce, to whom were 
referred the petitions on which the Divorce Bills mentioned above were founded; 
together with the papers produced in evidence before them, with a request that 
the same be returned to the Senate. 

The Order being read for the House to resolve itself again into Committee 
of Supply; 

Mr. Abbott moved,—That Mr. Speaker do now leave the Chair. 

And the question being put on the said motion; it was agreed to. 

The House accordingly resolved itself again into Committee of Supply and 
further progress having been made and reported, the committee obtained leave 
to sit again at the next sitting of the House. 

And it being after eleven o'clock, p.m., Mr. Speaker adjourned the House 
without question put, pursuant to Standing Order 7, it being then five minutes 
past eleven o'clock, p.m., until to-morrow, at eleven o'clock, a.m. pursuant to 
Special Order made Friday, July 4, 1947. 

GASPARD FAUTEUX, 
Speaker. 

The House then resumed the adjourned Debate on the proposed motion of 
Mr. Abbott: That Bill No. 141, An Act to authorize the Government of Canada to 
enter into Agreements with the Governments of the Provinces pursuant to which, 
in return for compensation, the Provinces agree to refrain from levying certain 
taxes for a limited period, be now read the second time. 

And the Debate still continuing, the said Debate was, on motion of Mr. 
Bracken adjourned. 
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NOTICES OF MOTIONS AND QUESTIONS 

Mr. Green—On Friday next—INQUIRY OF MINISTRY-1. How many standard 
profits claims are now on file and not yet dealt with? 

2. Of these, how many are ready for submission to the Board of Referees? 
3. How many claims have been filed through each district office since 

January 1, 1947? 
4. How many claims have been submitted to the Board of Referees from 

each district office since January 1, 1947? 
5. How many awards have been made by the Board of Referees since 

January 1, 1947 (showing the number in each district office)? 

Mr. Castleden—On Friday next—INQUIRY OF MINISTRY-1. How many 
applications for citizenship have been dealt with under the new citizenship 
regulations by each of the district courts in each of the provinces of Alberta, 
Manitoba and Saskatchewan, as of June 1, 1947? 

2. How many have been refused in each of these courts? 

Mr. Castleden—On Friday next—INQUIRY OF MINISTRY—Have instruction 
booklets been issued to applicants for citizenship in Canada other than to the 
Polish veterans? 

Mr. MacInnis—On Friday next—INQUIRY  OF MINISTRY-1. Did the gov-
ernment acquire Roller Process Milk Powder under Confiscation Order No. 88 
passed August 1, 1946? If so, from how many persons or firms? 

2. What were the names of such persons or firms and what was the amount 
of milk powder taken in each case? 

The Prime Minister—B1LL intituled: "An Act to provide for the Alteration of 
His Majesty's Royal Style and Title." 

Mr. Picard—On Friday next—That the Fifth Report of the Standing 
Committee on Public Accounts, presented on July 9, last, be now concurred in. 

Mr. Picard—On Friday next—That the Sixth Report of the Standing Com-
mittee on Public- Accounts, presented on July 9, last, be now concurred in. 

The Minister of National Defence—On Friday next—IN COMMITTEE OF THE 
WHoLE—The following Resolution:— 

Resolved, That it is expedient to present a measure to amend the Militia 
Pension Act to provide that the Governor in Council may grant an annual pension 
to a Member of the forces who has contributed to the Consolidated Revenue 
Fund under Part V of the Act and who has served in the forces for ten years 
or upwards but less than twenty years, and who is certified by a board com-
posed of not less than three medical officers of the forces as being disabled or 
incapable of performing his duties as a member of the forces. 

V 108-2 
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MEETINGS OF COMMITTEES 

Room Committees Hour 

Thursday, July 10 

268 Joint Committee on Printing 	  10.00 a.m. 

268 Railways, Canals and Telegraph Lines. 	  11.45 aim 

429 Public Accounts 	  3.00 p.m. 

Friday, July 11 

429 Miscellaneous Private Bills 	 

	

 	10.00 a.m. 

CrrrAwA : Printed by Enmetra  CLOUTIER,  C.M.G. . B.A., L.Ph., Printer to the King's Most Excellent Majesty, 1947. 
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