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MINUTES OF PROCEEDINGS
TuEsSDAY, June 24, 1947.
The Standing Committee on Public Accounts met at 11 o’elock 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.
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MINUTES OF EVIDENCE

House or COMMONS,
June 24, 1947.

l. 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, [ 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
fioures 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. Tan 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, 1 might tell the committee that if
‘ . any of the members think he should appear or could be of any help to the
committee. 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. 1 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
thf* 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 the Ottawa office and
then an examination of the custodian’s accounts.

When I learned this. I r alized we did not need
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. BoucuER: 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? My, Fleming has been very active i
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 M.
Murchison’s appearance this morning, :

The CuAmMAN: 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
time after Wednesday. If this meeting were held before then, he thought
Smith or someone could attend in his place.
wait until Mr. Fleming returned.

Mr. BurtoN: When Mr.
would mean to-morrow?

a meeting of the steering

n this investiga-

any
Mr.
I thought it would be courtesy to

Fleming requested Wednesday afternoon, that

The CHAIRMAN: Yes.

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

The CHAIRMAN: Yes, I have 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 heen talking with Mr. Fleming, but it just occur-
red to me the procedure I suggested might be better.

already

The CHamrMaN: 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 g 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 onee 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
morning and we can recall Mr. Murchison,
Mr. Murchison is bringing to the attention of the committee will
cussion. We can have Mr. Murchison recalled
what Mr. Fleming had in mind.

Therefore, if the committee s agreeable we will call Mr. Murchison as our
next witness. He is ready to answer questions concerning his report,

have started this
I do not imagine the matters which
stir up any dis-
at any time and go ahead with

‘0
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st i
Mr. Gordon Murchison, Director, Soldier Settlement Veterans’ Land

Act, recalled:
Mr. Burron: Would Mr. Murchison have a statement he would care to
make? : &5 - ‘
The Wirness: I have no statement to make in addition to th?t'bl ief 'ml))t'f\i
i . i 4 L ,v\‘AN P oy o 3 \') 27:,
sent over to the chairman accompanied by the (ltt&ll]b of titn, i(.h.\p(m\llt‘)‘n »g‘](“”in“.
‘ £ AP se e . wWe k over from the custodian. Mr. : g
made of the Japanese lands we too ' o sk g,
has that schedule for study and probably that is one reason _“}h} it ,ha,ht }n:lt (J(t .
incorporated in your printed proceedings. I have In'(mghtl,v “1]1 1‘1111(7l ;111]1(1)“1“1 ‘qi;l
f return. It is very lengthy ‘uns to 48 pages of detailed material
of that return. It is very l(,n;thl\“ It 1 ag % g .
it follows the order of the return filed by the 1'01)1:05(?111’(11-1[1\ o{ m; '[]lf (u:\ttz(l;ﬁ(nﬂit(;
is identificati f the various properties. We followed the same s nee
to his identification of the various prope 16 same. ¢ e
and i iti i : : » properties which have
corded the dispos 'hich had been made of the properties whic
and recorded the disposition which he : the ' S e
been sold. We found it necessary to attach an appendix to 1t to (‘\%)Lu'l} *:}(1?32\
minor discrepancies which exist. There are about a dozen }nlt_‘((.s W (1; If{h(\‘iql(‘i
are minor differences between the price recorded by the custodian an  sale
rice recorded by ourselves. . : A . ey Bt
] An instance of that is something like this: custodian file 12;3‘. the (‘}lmtv( (]h'((im(]
listed the sale price there as $2,054. Now, this particular tl'a‘n‘mctl(ml involv -
S ! ; ‘ . ) i 3 Qo € -] o) rOT 5 O
two separate pieces of property. The custodian was able to d(h\}l Ut.g rto fmtlh}:
one. Therefore, our purchase price of $1,600 reflects the purchase price }()y tg
- i : 3 " 1 &l 2 o Q o :) T
land we got. It does not include the other lot to which he was unable t«
deliver title. g 7 e \
With those few explanatory notes you will find you can study t]ll( >r}1tedu'l:
or factual report as to what happened to the Japanese pmpo,l?i :\ )(11}1‘1. x‘\vl({
taken over. I do not think there is anything further I can add to tha :1: -1<;
Chairman, unless there are some questions which the committee wishes to ask me
V‘ i i ? = . A o & 4 R
I will leave this additional copy with the clerk.

this morning.

By Mr. Burton: : e :

Q. Thlalt 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 CuARMAN: Are there any other questions? : : v

Mr. StewarT: I have no questions to ask Mr. Murchison. I tl‘;n{ﬂ; h(ll:ta:
told us everything he knows. The fact.rmr}ams.t]lat Mr., Mx}rcln’:oIn‘ 1 ‘11(&]‘{t
to buy that land at the best possible price for his (,Iepm‘t'msnt arn'd [ db.b\]ll:lk. -
. Unfortunately, it was done at the expense of Canadians “‘f,_ Japanese
| That responsibility belongs to a dif-
So far as we are concerned, there

was done. 5 one
descent, but that is not his responsibility.
ferent department of government altngoihql'.
are no more questions to ask of Mr. Murchison. : e
The Cuamman: Since I assume Mr. Fleming desires to ask Mr. M ?I’(“ll{?n
some questions, we will excuge him for to-day and ask him to return when Mr.
Fleming is here. el
Mr. Stewart: Mr Chairman, might I ask what we are proceeding with
to-day? o pits i ! 1
The CaarrMaN: Dr. Coleman, Mr. Mathieu and Mr. W 11g;}111, the mm}l:g‘l]fm]
S6E it b | ird item of our agenda as establishec
6 rtmer re o y speak on the third item of our agenda as :
the department, are going to speak on t ird 1 Lot i % o 2
by i’lnl"stm}ring committee in May: mvestigation of th(. (,,)tta\;al‘n\ﬁﬁ(ﬁ ”t \E']ill(i
custodian. 1 understand they have a brief statement ready and then they
be at our disposal for questioning. .
Mr. Burton: Is Dr. Coleman coming here to-day? ok
The Cuamrmax: Yes. We did not know how long we would take with Atll.
Murchison so Dr. Coleman was not called immediately, l_mt he is \\:utltng in the
: : P ) ] o © X7 es
minister’s office in this building now and he will be here in a few minutes.
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Mr. Stewarr: 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 (H&IR\I\\ It was filed at the last meeting.  All the statements
have been asked for }>\' mcmhcx\ of the committee have been produced.

Mr. STEWART: T hould like to ask Mr. Wright one
regard.

that

T tWo questions in this

The CHAIRMAN:
questions of Mr.
organizations.

I understand

Wright

that some members would like to ask some
concerning the report on the libraries of illegal

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 (wmmm’ and T see no reason
why we should follow such an example. Ac cording to the ev idence which has
been given us there was a large volume of books in Wi; nnipeg 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. Th(v took those }'lr»(ﬂ\\': they examined them: and they con-
sidered them—all of th 1em—at least all that I can find trace of—to be subversive,
Accordingly, those 1 books were bundled up—they weighed altogether around
3,500 pounds—and all the books were sent to a baper company to be destroyed.
H 1e custodian got, I think, $7.08 for these hundr .«[» if not thousands of volumes.
Afterwards, when the matter was H”'(’\f"“l[i‘u more carefully $1,000 was paid,
I think, on account of the destruction of those book

<s; is that right, Mr. Wright?
Mr. K. W. WricaT (C ounsel, Department of the Secretary of State): $1.000
was the award, yes.

Mr. StEwART: $1,000 was the award. And now, T am going to ask vou a
‘Ulcn\ﬂrm You have given me a return n connection with the books of anv
organization of a N 1/1 or Fascist nature—it is a full ret urn—and there is o1
one item whic ‘h T should like to comment upon, and that is the organization which

18 I\'nn’m as the Deutscher Bund for Canada, one of the leading Nazi organiza-
tions in thi wmmll\

A number of books were in the
tion when it was declared illegal, and the

possession of tl

organiza-
e 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-
(‘\\'])I"mn(nrv The balance of Hw books are in storage in care of the

custodian’s agent viz: The West Trust Company, Winni ipeg, Manitoba

As soon as the proper officers of TMx organization can he mf‘fiit"«], the ])w:~7.~

will be handed over to them.
Now, I hml\ it is reasonable to assume in logie that if all the book in the
possession of the ULF.TA w ere subversive, the books in the possession of the
Nazi organization would 1 be <11!» versive. It is logical

that they are: it is the logie
I should like to know wha books it is the intentic :
to hand over to those people who were the heads and
Bund for Canada? Would it be possible to give us a list of
are going to return to the Nagzi (};-«_1-;;,1;’7-11&(» Id %
Mr. WricaT: It would not 1

Mr. STEWART: No, 1

of events, the custodian

directors of th Deutsel

1er
the books which you

> possible to give you this list this morning.
ut in ﬂl(‘ course of time
Mr. WrigHT: The Western Trust Company ]

have a number (
possession, and it will be easy to obtain a list from them
with that list.

f books in their
and to furnish you

o

(45}
W
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) ( v B8 e 118
K ] u }J ery gia 1 1k woul urni 1 Wil that
O e Ne \ ( €

10 reention f
Mr. STEWART: what the Mounted Police conception ol

because I am anxious to

“subversive’’ is. ;
You will recall ter says

i ) l )l 5 W 5 S ( bl ( 118 le Cl
\ € { 1S 10 \h‘ 11SpPOS1t10n [ ertain JOKS, and '
i€ O, < s €

know

p B i > under
that there is a letter from the R.C.M.P. und
date of b
o i h tl 1tut valuable record, not only of the N.S.1
A g such they constitute a valuable I. €O! B Sl

BRI 1 but also of the organizations which QA it moss
o il ivien o hostilities were active in furth

‘ . S ik it

and which prior to the u,.l‘ﬂ)lyt.ll\ 0

Nazi ambitions in this hemisphere.
For this reason it is considered

our ‘11>T(![1}'.

desirable that the books remain in

al hose
g SDOS s S 1 etain all those.
'| is a Lo I}“‘ 'h ‘h#) iTi()Il H{ sixteen I)I‘HLL-' A& ( \I | : \\]l..‘l )]V |‘Il' *us (l](l!‘ll‘..
b 15 a8 W 1€ 1l h i gt ( ie hands « t] ‘

. 1 3 ora i (11 Nnot coIe¢ J!l() i . :
1 ey Y’ ave retamed two ()t"\',?:\ ]Ti\d‘t ,l_ll‘;i o p’l it ””1 s .11”1(\ t‘n‘ HAH :
4 B P are charg ‘fl With the selection € OIlLY =l | -
l 1€ ]\, \II ATt (ll(lth

the Western Trust ( om-
he organization which

a list of those.

ich come into our possession; and our agents,
}umks which come into Our Posse si Ii i ;
pany of Winnipeg, have the remainder of the 0ok e
yvou have mentioned, and I shall be glad to furnish you witl
OL 1l 1 10118 PR X
A list of titles?

Yes.

books of

I OTEWART:
r. WRIGHT:

. ' S
- books that were considered
D 1 AV at the books that
.T}n- CHAIRMAN: T)() you mean 10 \\ H‘l“]- { AL H”_ ey 11”:” were con-
f a Communist nature have all been (i{‘*l,l'(if\1"1'1)“.':. e the |
Ol & ( 1 7 . IR
sidered of g Nazi or Fascist nature were stored?
" o & S96SST0
Mr. WricaT: The R.C.M.P. have taken possession. v, ot
The Cmairmax: And they are the ones who decide on that matter
‘1€ HAIRM [ Y. A€ T
Mr. WricHT: Yes, they are the ones who decide.
; i e
| ey » burning or the keeping?
['he (,‘n\m,\l A\N: They did the burning or ,
. WricHT: Yes.

. Sy
£ +tho niictn an at all?
] the responsibility of the custodian at ¢
That is not the responsibilit; ' | s
; Coleman is here, and also Mr. Mathieu

ear e '\'1(’( nee i

Mr. STEWART:

The CHAIRMAN : T«f:'»W. f_fmnlc:mrw I:)x'l. -
and, of course, Mr. Wright, and we will h Tk
17{;\(‘41:':3\1“ the ()'l awa office of the ¢ 1~T'n(wl: .\I‘.(

lh“ B e (‘()IA-;\I.\N (U nm,‘y m'(':‘m;},l'y. (.»1‘;\1:}::“" Mr.
e g‘:.qn ‘IAH] o Lln” “f ﬂ Sy HFrh" 5 ll‘.‘ '\1-]‘ vf ne once. '\T T‘HHT
sl : } g lenethy outline of the general work of . had i il
oeneral ;m,’{ perhaps : “‘111111(‘ to say—of \\w‘ appre seiation which we he et
,:}1-\\,\;1»—'—'[”[111;‘111 {\‘(1‘| yw-to-day nln‘lmn ms of the officers in ”\1\‘}1““; ‘,,jl-’}‘,
\\‘,.“3.1\ 0Ol U‘."I _ljl“ {‘()‘l 11;1\‘[&)” h.lnl‘[\' custo who is here ][l(} (]| 3‘\ : Hl(r jl;“[ :
i }hl + Hx f questions members of :‘!w (‘nm“nttv(l woul _"%]\*f vr‘le'ighin e
know what type ot q stions are matters \\}\w h come pecu m'l",\ tl e
may be that some of the que ~] e v s e 71‘
s I(!‘]11\1'7-11‘1‘ le to answer alternatively to the best

n connection with the

I shall call Dr. Coleman.

thairman and gentle-

20th of April, I gave a rather
. o

n (H

time I

others ;
we are both

1. INOW 1 v;‘(=

wiedag

\ at 1|1\',1~ heretore
via . ‘
; " | e A 1 1 foteir: st men POy dviYT.
ik ‘o ; YV ouid 1 l'l(‘ 1mn ) “}f‘f 0O have a Sstateinc

}!( ((H\IHA\L'\'. ) 1. 5 : ‘( S i ]\.V i.-) \
\[ | i(- 17 l[\ € you any h '1ef or at "\ statement to max
viavnieu! ey L ; l(

* -‘ s t: Necretary

A II ‘[ tl eu '\quil'lllt I) 'I)ll Y (.llsll)( ian D(‘I) artment o e

viainieu, ASSISL € ! >, ‘ \ € w
Of ;,‘tdt(:‘, (.'a]l("] H

= 7 “hairman, and "f*‘lﬂl]'\l"i A s i
3 rness: Mr. Chairn ras first tabled in th
fi e ]t} report we submitted to the minister which was
rst part of the

i red to give in } at
ittee.  We endeavoured
House and then \ubml( ted to the commit t

[ presume you have read ﬂm

t i t} ]1 ) l Set- YO W el 3. olnce ‘Ul(l 2l }1(‘

ATT1C 1€ out € (\ 1€ S¢ ll[) of h(‘ IHH((‘. !u .» (})] 118 ”l» (»I]%‘( U I il

. = y 54 5 T I B e Al("l (‘,H; ]U.\ 20 (‘i(..nl.\lﬁ rimg ) | t‘\
PI‘(‘S(‘H‘ T(( ul l11(\ 1 and ‘ 1€
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which was . :
: vas placed under our control. The present office is re 3
of the custodian’s office which wag set " hyk { lce 1s really a continuation
there was practically a c : S S€L up by order in council in 1920 "hi
S practically a complete demobilizati ' staff i 5 . While
thie affice witl : , )bilization of staff in 1935. I p : :
: : 1 counsel and two secretaries, anc . o SR
: secretaries, and when this preser s
n 1939 we endeavoured . ! vhen this present trouble star
o i e mi;}]ttd\(um ed t(i reorganize the office to take care of the :ZI(( digicr.
S £ 0 ‘ome under our C(Hltl‘tll . 1 l Y ° enemy pro-
when we started we did ur under the regulations. Unfortun
Belwi : d we did not anticipate having to deal with cc el B
gium and Holland: countries : g ¢ 1 countries like France
because of their occupatic ntries that are really friendly countries but wl el
Canada standing '“’}a““‘? by the enemy, made it necessary that aﬁ or i
eone under (')m‘hllﬂ the names of individuals residing in those Countli}(v"p(lt}’ i
we endeavoured (t(mt“l)l foreibly, more as a protective measure lel(‘:ﬂhad &
bon pere . tod to administer such properties in what we call ; o AT
pere de famille”—in an order 3 2b we oall.in Fpench =
accounts that remained dY b C‘I_H’ ma]m]w and endeavoured to benefit t} o
= : : . ou will realize, of cours e .
property ecame \p e allize, ot course, that a large v
country ()r(o'qni;l(fzidﬂ the custodian’s control very rapidly : t(hat(nuai:(\l ol
o g=1 As 9 7 A e v A s W Qo
rapid Succ:sqi(m \"dn ;_‘C had to deal with one or two others \\'}1&0&1 MI bt
Sesat ﬂmﬁ* elit‘ 1t would be advisable in the case of i(ndxfh; n in
cmnpanios__undér s Cl(nni;e] handlsfof the banks—the chartered banks ngd vltnent
Boith o e ntrol; and from then the ge s B
v these banks under our direct ¢ sl T on the accounts were administered
changes in the investments were my. rol. No disbursements were made, and n
custodian’s attention “{(bh\\loiu; ma(l(i without the matter being bro‘uo-l-;tagl,( t?o
doubt. For ins : ad several eases which cres i
: instanc 2 e ch created a cer : (o
el b 0\'01‘;051? ;\a(,‘t}'la(} calls from bank managers who 11'1(53;?0{1.11'15)%111t of
B Biitance. of I;uAnd;y I“'Ielfultarly from neutral countries qqkin(; for h&;;luf ke
case the individual owner eh we had to screen these requests very ﬂl()lf) (fﬁb' in
robbed of his does mc " el ‘ad been foreed to make the rec H@t : }(uu) in

We had o nts, and that the request was beine ms 171 st or had been
g 1ad one glaring case where a bank manae o e

said, “I have received a telegram fro: manager in Montreal phoned me
and we know the famjlv i gram from Portugal signed by a man we k <
am a bit doubtful, and Ioarg-] 5 C‘H——lm_ fact, I visited him a few vcatf% 12( lm;mi
Fravco & ) C wondering how thig St

and reach Port ” .08 1OW 1his mah man 0 g
b 8 gual.” He did - anaged to get out of
satisfied that v B o did not know what t said. “Tf -

Sfi t you are ¥ at to do. I said. “If v ;
to giving him g 1"”;littr§llfiglgg }‘{lth]tl}e customer the custodian \\f()llllfrl 111T %‘Ql}l_ﬂli
We had t ; ance. € claimed he w, : B

ad to take all the b : wanted money tc : )
he precautions necescar ey to come to Canada
BAAEGE addad nor § necessary. In send i ‘
>d one sentence to hj ; sending his reply the bank
mother?” Th , 0 his telegram: h relv s Lo T

L e reply came back ths » ae merely asked, “How is your

received and he sai back that he was con T b
8 e said that his moth 3 Iplying with the instructions
manager knew t} i § mother was very wel] j SR
¢ *W that his mother h: : y well indeed. Now, the bank
man did not g ; r had died ten years , Sriiaae .
et any monev & years ago. As a result of t} .
hac & ey and the account SR 41 that- T
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; e b se governments and alg ot 8 Of the res i)
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with France. It has Ee('nl‘\. have one of those agreements in %(r)erxchlang? Leqiure-
half of application % nileves s March 22 ]946 and ‘?' e
both sides. We apparently we find it is not wo shing. Syt b
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ate 1z releases so that f} “rtam clauses in order t

ary course of transactions U the governments cone i i

: ransactions, receive t} ponverhed may, I the li
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, leases in necessitous o : owever, we are considering
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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
rson who is friendly to our eause 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. Tt 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

country of a pe

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.
bearing.

ssits—A. A current bank deposit is non-interest

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
1ose amounts which were

responsible to the government. All bank balances or tl
custodian as non-interest bearing items were invested. The funds
1 in that way because the custodian

Q. Bank depc

paid into the t
collected through that source were dealt witl
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 Vietory 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
for any eventualities that

office and salaries and those things, but also to provide

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
t earned to administration

, or other reasons, we have

ratified by parliament, we merely credit interes
account. So that if, eventually, under the treaties
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Dr. CoLeMAN: Not exceeding 2 per cent?

The Wirness: Not exceeding 2 per cent.

Mr. BoucHER: 2 per cent per annum?

The Wrirness: No, 2 per cent of the total value on the date of release. In
<o 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,
1 have covered pretty well, I think, the operation of the office, except down to
lere you have seen statements of the total value of the assets. There
ts taken under our control such as the gold of govern-
That was not actually taken in by us, but remained
When the governments were
hut we retained the

the point wl
are certain types of asse
ments of liberated countries.
with the Bank of Canada under our control.
reinstated that gold was returned to them in all cases, !
individual property.

Then we come to the method of audits.

Mr. Warrex: Mr. Chairman, the witness named a sum that was returned
to the treasury board, was it $13,000,000 or $30,000,0007

The Wirxess: $13,500,000 that was the result of the first war’s operations.

By Mr. Stewart:

Q. That was clear of any poten
of the audit for the custodian’s office requires that I rec
the office first started. When we opened up in 1920, the first part of 1920, there
railable. 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 0{ April 1 and giving a period of three

right, in which to call in all funds due, such
ances, securities and others. Until
The expenses

tial liability?—A. Yes. Now the method
ite the procedure when

were no funds a

months, if my memory serves me
as enemy owned commercial debts, bank bal
that we had no funds available to pay expenses of the office.
were 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 eon-
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. 1t was so decided rather than to pay
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Or engage outside firms because they had sufficient
audit, and the audit Was so carried on from that time.

Q. Can you tell ys why the audit board was instruected to
audit from the 1st of April, 1920 onwards In view of the f
had already done the work—A. Well it is usu
for him to g0 over the work and establish the

Q. I think T on that. It is not usual to
complete audit. AJ] the work has been done and the new auditor
the previous working papers and examine them —A Perhaps it
the very complicated nature of the work, and, in order tq properly
accounts, they had to make a review of all the previous work,
very well take the last statement from the previous au
from there,

Q. I asked that

materials to

al, when a new

figures he is taking over.
might take issue with you

question because it says here “The audit board
instructed to make g complete audit of a]j transactiong”
that as Edwards and Morgan would have done the same it would be scarcely
Niecessary to go over the same ground. Tt is water under the bridge really but
I wondered if there wag any special reason?—A_ I do not think there was any
Special reason but I would have to g through the olqd records. I do not recall
anything. Do you recall anything Dr. Coleman?

Dr. CoLeman: T Was not in the public service at that time,

The Wirngss: I do not think there was anything
Dr. Coreman: May I intervene to help el
audit board employed some

The Wirxpss: Yes,
Men were picked from eac
The . same

were
and T would assume

Special,
ean up the point?
outside auditors did they not?
the audit board was composed of
h of these firmsg to carry
thing was done when the audit board
was decided then to go back to the practice
firm of Price \\':t[(‘r'hullst*. made a review
h(‘g‘innin;: in order to set up their method.

[ might say here there wasg 10 precedent established for f ‘

I think the

outside auditors,
on the work of the custodian,
completed its work. When it
of engaging outside firms. The
of the past audits the very

Irom

this kind

[t is rather unusual, Tt would not be fair to an audit firm to expect

just aceept the Previous statements without [n order

an intelligent audit it wag Necessary for th

get all the detajls fully in theip own

because it is g Very unusual t
Are you satisfied on ¢}

of work.
them to

any background. to make
em to go over the
mind in order to
Ype of work.
1at question 9

revious work to

pre
establish their system

By Mr. Stewart:

Q. Yes, but once you get on a little further you will find
house took over the assets op the 31st of March, 1928,
Statements they had to
A. Yes, they actual
acquaint themselyes

that Price Watep-
According to your
uble up on the

audit ?—
N reviewing past audits in order to

2o back some years, too, and do
ly spent three months
with the materia]

By Mr. Probe:

Q. Had not that a tendency to
ecessary because of t]

jquh' the audit?—A No, it
1€ complicated

t was really
nature of the work.

By Mr. Gladstone -

Q. That would not be a review of the figures so

other factors?—A. More in the nature

because the accounts had been balanced

The audit board was abolished in 1
system of appointing an outside firm.

much as g review of the
of a review of the nature of the work
at every audit year.

930 and we then

had to og back to the
Due to t}

10 in!vl'n:iliurml nature of the

('111‘1'_\' on an

make a complete
‘act another auditor
auditor starts in.

do g
would just get
was because of
set up their
They could not
litors and carry on
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1 cheques bear two signatures
by three officers.
fication by the

officers with substitutes in case of necessity. A
and they are covered by a 1‘(*(1111\111011 which hll\ béen signed
One is the officer 1((1111\”1()111110 the cheque; the other is a certi
internal auditor and then, myself, 11\11(111\ 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 mpmx aries
|, check and }wl'm('v the accounts. When these

and agencies and then to recorc

the auditors are notified and usually they send qualified men with a

are re ml‘
s\l])('l’\'iM)]‘.

Q. May I ask a question ab this |
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 the work. 1
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 con 1])(11 Jies to cover the figure we have administered since the beginning.

When t e ready the auditors are notified and usually they send quali-
fied men with a supervisor. They carry on the seneral work of auditing for the
previous year. They use the ce lendar year.

The auditing usually lasts from two to three depending on the
number of items to check and the receipt by the auditors of the verification
certificates requested from the various u](‘p(MrUH‘\ The auditors send out a
form letter of request and receive the certifications from the various depositaries
in due ecourse. are slow and some come in very rapidly. The auditors

il all have been received h}‘ them.

cannot complete their report unti
I think that covers the whole of the system employed in the office ecovering

e audit as well as the operation of the office.

t? the word, “usually” which

yoint? You use

hese a1

months,

Some

th

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
account tant, he is not a C.A., but h«\ is a qualified accountant in charge as con-

Then. we have technical men as heads of each
in security matters, in
very good staff of

llnHm of the accounting division.
We had to have specialists in banking matters,
We have, I believe,
tochnical men in each of our branches.

not hnl\ there is very much more I can add. If there are any ques-
desires to ask, I will try to answer them i Tedn. kS
specific information on any spec ific cases

71s10n
a

ified t
I do
tions the committee
cannot, we will have to go back

which may be brought up.

The Cr Are there

qlll

and get

JATRMAN any questions, gentlemen?

By Mr. Stewart:

The head-

Would the witness look at page 23, the bottom of that page.
g is “Restitution”

*“'l‘\‘ are now being taken to segregate claims for 1‘(*;~'1i[11rinn.nl’
identifiable property {rum claims which are in the nature of reparation
(me for damage or loss suffered. It is felt that claims for restitution,
by their very natu should receive immediate attention. Such 1&11]1\ will
be pursued bh,\' hv U( partment of External Affairs through regular diplo-
matic channels.

Will the witness please enlarge a little on that statement?—A. The claims sec-
h the custodian handles.

is another branch of the work whic

1‘;1511 of our work
91685—2
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t up will not be connected with us. I
mployed first, in accumulating
hat can be done.

.blished agency which may be se
there will have to be some sort of agency e
\en in sifting out and recommending W

By Mr. Probe:
Q. Does the Canadian government accept the onus
existence to a Canadian citizen who can |
A. I do not quite follow that question.
Mr. Stewart mentioned a f
hich would net be destroyed.

for restoring the
yrove his claim

arm Or uparl‘m('nt

Q. Let us put it this way.
This was

house, but assume it was a farm w
expropriated by a foreign government which was at war and this farm
Does the Canadian national automatically

at to re-establish his ownership to a
1

ation of a farm because it would
hat is not destroyed
| be responsible

I am using the illustr
ould apply to any property ¢
istence?—A. I would say the government woulc
all the help necessary to repossess his property. If it cannot be
1d be entitled to file a claim for compensation for any
This would go through the usual method to be employed.
1ave a basis for a reparation claim.
in my view, are not going to be very—A. 1

Q. But the reparations claims,
nment to refund him

e responsibility of the gover

Q. T am not thinking of that, 1 am thinking of property that is still in
That, as 1 have tried to explain, is a matter which, at the
handled by the Department of External Affairs. If there
hich is there and which can be identified as the
aded by General Pope in Berlin will
hat the man is restored to the owner-

Dr. COLEMAN:

say in Germany, W
anadian, our mission he

naturally take every step possble to see t
ship of his property. Until there is something in the nature of a definite peace
there is no German government to whom one can go.
four

with Germany,
er military occupa
hich there is d

tion and is divided into three or
gones. There are certan areas in W ifficulty in securing definite
information.

Mr. Boucuer: Would it not be fair to say that the government does not

istance?

Dr. CoLeman: I would think so.
That is all we can do at the present time.

The WITNESS:
ation with which, perhaps,

Mr. StEwaArT: There is one specific item of inform
we can be furnished at a later date. I do not suppose you have it now. Could
n received any royalties payable on the

the witness tell us if the custodia
manufacture of the Bren gun after the outbreak of the war?

Dr. ConemaAN: 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 pa -agraph 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
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lle and company.

Dr. CoLeman: Ka =
11 us what the total amount Lyl

Mr. StewarT: Can you te 1g at the credit
Dr. COLEMAN: Well T would think it would be this ‘mt‘al but we \\'})\}1(1 l}ti\'(t
eck th about $8,000 roughly but we will get 1t (10{!1\1‘((“1}.

Mr. Stewart: Can you give us any indication of what the $55,000 of Ttaly
7 y ho it was credited to? : ‘
’Industria, Minerara

Dr. CoLEMAN: Montecantini Company, Soc. Gen. per

That is very poor reading in Italian.

Mr. StEwART: It is Ttalian which I understand.

Dr. CoLeman: That amounts to $33,753.10 and the other on
Gen. per 'Industria amounts to $21 ,881.66.

Mr. Burton: Mr. Chairman, is this a roya
has collected and which he is holding in trust?

Dr. COLEMAN: Yes.
Mr. BURTON And what be
at the time the Treaty of Peace takes

dealt with? .
Dr. Coueman: There was a special patent treaty agreement which was

entered into in Liondon last July, whereby all enemy patcnts 'tvhi(:h were not
licensed at the 3lst of July, in effect, fell into the public domain.

Mr. Burron: They all go to the public.
Dr. Couemax: They fall into the public domain, in essence. That was an
1 behalf of (Canada in 8o far as the Final

which was signed by me 01 ' ) .
atification, by the government, which ratification

d time, in December 1946. 1 may \stnte that the
Great Britain, the United States, F.mncc,
ark, South Africa, Australia and

e of the Soc.

lty that the custodian’s office

comes of the patent if the patent has not, expired
place? Is that something that has to be

agreement
Act is concerned, subject to r
was given before the stipulate
countries which were parties to it are
3elgium, Germany, Holland, Luxembourg, Denm
(Czechoslovakia.
Mr. BOUCHER!:
Dr. CoLemaN: Not Sweden.
Mr. Burron: In the meantime
money in trust?
Dr. COLEMAN: Yes, royalt
which existed before the war.
Mr. Burton: 1 was jus

Norway, Sweden and Denmark?
you have been collecting and holding the
ies received under existing contracts or contracts

t 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 DPOOTr 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. Coteman: 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. 1 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 provineial authorities. In my presence,
Mr. McLarty telegraphed every ome 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 stoek, 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 CramrmMAN: 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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