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Dr. E. H. Coleman, C.M.G., K.C,, Deputy Custodian of Enemy Property.
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ORDERS OF REFERENCE

House oF CoMMONS,
TrurspAY, 13th February, 1947.

Resolved,—That the following Members do compose the Standing Com-
mittee on Public Accounts:

Messrs.

Arsenault, Fournier (Hull), Kirk,
Beaudry, Fournier (Maisonneuve- McCubbin,
Black (Yukon), Rosemont), Marshall,
Boucher, Fraser, Maybank,
Bradette, Gibson (Comoz-Alberni), Picard,
Burton, Gladstone, Pinard,
Case, Golding, Raymond (Wright),
Cleaver, Grant, Probe,
Cockeram, Green, Richard (Gloucester),
Cote (Verdun), Hamel, Rinfret,
Cloutier, Harris (Danforth), Rowe,
Cruickshank, Homuth, Smith (Calgary West),
Dechene, Howe, Stewart (Winnipeg North),
Denis, Isnor, Stuart (Charlotte),
Diefenbaker, Jackman, Thatcher,
Dionne (Beauce), Jaenicke, . Warren,
Ferguson, Johnston, Winkler—50.

(Quorum 15)

Ordered,—That the Standing Committee on Public Accounts be empowered
to examine and inquire into all such matters and things as may be referred to
them by the House; and to report from time to time their observations and
opinions thereon, with power to send for persons, papers and records.

Tuespay, February 25, 1947,

Ordered,—That the Public Accounts and the Report of the Auditor General
for the fiscal year ended March 31, 1946, be referred to the said Committee.

WebNEspAY, 26th March, 1947.

Ordered,—That the name of Mr. Fleming be substituted for that of Mr.
Rowe on the said Committee.

Moxpay, 14th April, 1047,

Orgiered,;That Bill No. 22, an Act to continue the Revised Regulations
respecting Trading with the Enemy (1943), be referred to the said Committee.

Monpay, 28th April, 1947.

- Ordered,—That the said Committee be empowered to print, from day to
gay, 500 copies in English and 200 copies in French of its minutes of proceed-
ings and evidence, and that Standing Order 64 be suspended in relation thereto.
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STANDING COMMITTEE

Ordered—That the quorum of the said Committee be reduced from 15 to 10
members, and that Section 1(e) of Standing Order 63 be suspended in relation

thereto.
Ordered—That the said Committee be granted leave to sit while the House
is sitting.

Attest.
ARTHUR BEAUCHESNE,

Clerk of the House.




REPORTS TO THE HOUSE
- Moxpay, April 28, 1947.

The Standing Committee on Public Accounts begs leave to present the
following as a
FirsT REPORT
Your Committee recommends:

1. That it be empowered to print, from day to day 500 copies in English
and 200 copies in French of its minutes of proceedings and evidence, and that
Standing Order 64 be suspended in relation thereto.

2. That its quorum be reduced from 15 to 10 members, and that Section
1(e) of Standing Order 63 be suspended in relation thereto.

3. That it be granted leave to sit while the House is sitting.
All of which is respectfully submitted.

GORDON B. ISNOR,
Chairman.

Moxpay, April 28, 1947.

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

SecoNp REPORT
Your Committee recommends that it be empowered to inquire into, and
report upon, the administration of all regulations respecting Trading with the
Enemy made since the tenth day of September, 1939.

All of which is respectfully submitted.

GORDON B. ISNOR,
"+ Chairman.






MINUTES OF PROCEEDINGS

Moxnpay, April 28, 1947.
The Standing Committee on Public Accounts met at 11.30 o’clock a.m.

Members present: Messrs. Boucher, Burton, Case, Cleaver, Dechene,
Diefenbaker, Fleming, Gibson (Comoz-Alberni), Gladstone, Golding, Isnor,

Jackman, Johnston, Marshall, Probe, Rinfret, Smith (Calgary-West), Warren,
Winkler.

In attendance: Hon. C. W. G. Gibson, Secretary of State.

On motion of Mr. Golding:—
Resolved,—That Mr. Gordon B. Isnor be Vice-Chairman.

Mr. Isnor took the Chair.
The Clerk read the Orders of Reference.

On motion of Mr. Dechene:—

Resolved —That the Committee recommend that it be empowerqd to .print,
from day to day, 500 copies in English and 200 copies in French of its minutes

of proceedings and evidence.
On motion of Mr. Gibson:—

Resolved,—That the Committee ask leave to sit while the House is sitting.

On motion of Mr. Burton:—

Resolved,—That the Committee recommend that its quorum be reduced
from fifteen to ten members.

On motion of Mr. Golding:—

Resolved—That a steering committee be appointed to consist of the fol-
lowing members, viz.: the Chairman, the Vice-Chairman and Messrs. Burton,
Fleming, Gibson (Comoz-Alberni), Marshall and Stuart (Charlotte). g

Mr. Gladstone suggested that economies might be effected if fewer copies
of committee proceedings and evidence were printed. The Vice-Chairman
promised that he would make inquiries and report his findings to the Committee.

The Hon. Mr. Gibson addressed the Committee regarding Bill 22, An Act
to continue the Revised Regulations respecting Trading with the Enemy (1943).

On motion of Mr. Smith:—

Resolved—That the Committee recommend that its Order of Reference
be extended to include inquiry into the administration of the Regulations
respecting Trading with the Enemy; and that the drafting of the recommendation
to the House and the question of procedure be referred to the Steering Committee.

At 12 o’clock noon the Committee adjourned to the call of the Chair.
7



| STANDING COMMITTEE
Tuespay, April 29, 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, Cleaver, Cookeram,
Cote (Verdun), Fleming, Gibson (Comoz-Alberni), Gladstone, Golding, Hamel,
Isnor, Marshall, Probe, Raymond (Wright), Smith (Calgary-West), Stewart
(Winnipeg-North), Stuart (Charlotte), Thatcher, Winkler.

In attendance: Dr. E. H. Coleman, C.M.G., K.C., Deputy Custodian of
Enemy Property. 1

The Vice-Chairman presented the First Report of the Steering Committee,
which is as follows:—

Your Steering Committee met on Monday, April 27, and begs to
submit the following as a First Report:—

In accordance with a resolution of the Committee passed on April
27, your Steering Committee has instructed the Chairman to present, the
following report to the House:—

Your Committee recommends that it be empowered to inquire
into, and report upon, the administration of all regulations respecting

Trading with the Enemy made since the tenth day of September,

1939.

It is recommended that the Committee proceed immediately to eon-
sideration of Bill 22, An Act to continue the Revised Regulations
respecting Trading with the Enemy (1943); that the schedule to the
Bill be first taken up and then the clauses, and that the Deputy Custodian,
Dr. E. H. Coleman, C.M.G., be heard today.

On motion of Mr. Cockeram:— :
Resolved,—That the First Report of the Steering Committee be concurred in.
The Committee proceeded, accordingly, to consider the Schedule of Bill
No. 22, An Act to continue the Revised Regulations respecting Trading with
the Enemy.
Dr. Coleman was called, heard and questioned.
Paragraph 1. Adopted with the exception of subparagraph (k), which stood
over.
Paragraph 2. Adopted.
Paragraph 3. On motion of Mr. Fleming, subparagraphs (e) and (f) were
deleted, and the paragraph was adopted as so amended.

Paragraphs 4 and 5. Adopted.
The Committee adjourned until Thursday, May 1, at 11.30 o’clock a.m.

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

House or CoMMONS

April 28, 1947.

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

The Vice-CrarmaN: Gentlemen, we have here this morning, the Honourable
Mr. Gibson, who has some remarks to make to you with respect to bill 22.
If it is your pleasure we will now hear Colonel Gibson.

Mr. FLeming: Mr. Chairman, in your remarks you have mentioned only
bill 22. Colonel Gibson can correct me if I am wrong, but my understanding
is that along with the bill there was the auditor’s report, and the report of
Mr. Mathieu, the assistant, or deputy custodian.

The Vice-CHairman: I think I have a copy of the order of reference in
connection with that and it refers to the bill only.

Moxnpay, 14th April, 1947.

Ordered—That Bill No. 22, an Act to continue the Revised Regula-

tions respecting Trading with the Enemy (1943), be referred to the said
Committee.

ATTEST.

ARTHUR BEAUCHESNE,
Clerk of the House.

I will check on that but perhaps the minister could clear it up.

Hon. Mr. GiBsoN: Mr. Fleming is quite right, and I think we would be
glad to have the whole matter considered. I would like to say a few words here
with regard to this bill. As you know, the powers under which the custodian
deals with enemy property were passed under the War Measures Act which
expires on the 15th of May. Now I would like the committee to consider the
matter as rapidly as possible so that we can get the bill reported or get it passed
before that date. Otherwise Mr. Ilsley will have to ask for an extension of the
transitional powers that will enable the custodian to control enemy property
until such time as permanent legislation is provided. I do not know whether
it can be done but T suggest that you examine the regulations at an early date
and go into the setup of the custodian’s office to whatever extent you feel
desirable, and, if necessary, have the reference of this committee extended
so that the whole setup of the custodian’s office can be thoroughly examined.
As you know there has been very little publicity given that office during wartime
for obvious reasons but I now have the officials here. I have brought Mr. Shears
down from Vancouver. He is in charge of the Vancouver office and I hope it
will be possible to examine him at an early date. He has been here about a week
now and is an extremely busy man in Vancouver. He is in charge of all the
Japanese business out there. T hope therefore, that he ean be heard early in
your sessions in order that he may go back to Vancouver. Of course, he will
stay here until he can be heard. Also, Doctor Coleman, the deputy custodian,

9



10 STANDING COMMITTEE

and Mr. Mathieu, the assistant deputy custodian, will be here to deal with things
since the start of the war, and to answer any questions with respect to their
operations since the start of the war. They will cover the procedure adopted
in carrying on the work of the custodian. As you know, there have never been
any accounts filed in the House. I do not think that it was desirable to do that
while the war was on but I see no reason why the accounts should not be filed
annually now. The accounts are audited by private firms and they have been
audited by private firms since the custodian’s office was first formed in 1920.
I feel it 1s a matter that the Auditor General should take over and I have
arranged with him that he will, for the year 1947, and continuously thereafter,
do the auditing of the custodian’s office. I do not think there is anything more
that I want to say except, if possible, we would like to get the bill reported
as soon as possible even if the entire work of the committee cannot be com-
pleted in the short time that remains until May 15. .

The Vice-CmaemAN: Thank you, Colonel Gibson. You have heard the
statement by the minister, and there are two courses open as I see it, gentlemen.
One is to proceed with the bill and come back for a thorough overhauling and
discussion with regard to the custodian’s methods of carrying on; and also we
could hear witnesses in connection with that overhauling; and the other course
is to refer the matter to the steering committee for them to decide as to the
procedure we should follow.

Mr. Smita: I move that be done. I think it is the way it should be handled
in order that we might get along faster.

The Vice-CHamrMan: That is you mean we should refer it to the steering
committee.

Mr. SmitH: Yes.

Mr. Freming: Mr. Chairman, could the steering committee also consider
asking the House to extend the terms of reference so that in view of the rather
limited terms that exist now the reference might be enlarged to include questions
of the accounts and the administration of the office of the custodian.

The Vice-Cuamman: I think so, but it is a matter for the committee to
decide. Would Mr. Smith be good enough to include that in his motion?

Mr. Smrra: I was assuming that is the way it would be put forward.

The Vice-CuamrMan: You have heard the motion by Mr. Smith, seconded
by Mr. Fleming, that the matter of procedure be referred to the steering
committee for action.

Carried.
The Vice-CHairman: Those are the items of business for this morning

gentlemen. Now, instead of immediately referring this matter to the steering

committee, may I have an expression of opinion as to what days would be
suitable to the members of the committee for our further sittings. There are a
large number of committee meetings being held.

(Discussion on this point followed.)
. _The meeting adjourned at 12.00 o’clock to be reconvened at the call of the
chair.

,_-;




MINUTES OF EVIDENCE

House orF CoMMONS,

April 29, 1947.

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

The Vice-CHAIRMAN: Gentlemen, we have our quorum and we can proceed.

Immediately following the meeting of the main committee yesterday we
had a meeting of the steering committee and I shall now ask the clerk to present
the report of the steering committee.

(See minutes of proceedings)

Dr. E. H. Coremax, K.C., CM.G. (Under-Secretary of State): Mr.
Chairman, I do not like to interrupt, but I should point out that the first regula-
tion was made on the 2nd of September, 1939.

The Vice-CHAIRMAN: Subject to amendment in that respect shall the report
of the steering committee be adopted?

Carried.

And now, gentlemen, we have with us as arranged by the steering committee
Dr. E. H. Coleman, Under-Secretary of State, who appears before this committee
in his capacity of Deputy Custodian of Enemy Property. Is it your pleasure that
we now hear Dr. Coleman?

Agreed.

May I suggest, as was brought out at the steering committee meeting

yesterday, that Dr. Coleman be allowed to proceed to complete his statement
before questioning.

Dr. E. H. Coleman, C.M.G., K.C., Under-Secretary of State and Deputy
Custodian of Enemy Property, called:

The Wirness: Mr. Chairman, the short title of this bill is “The Trading
with the Enemy (Transitional Powers) Aet”. Every member of the committee
is of course familiar with the fact that no definitive treaties of peace have yet
been agreed upon with respeet to the principal enemies, Germany and Japan; and
that the treaties with the so-called satellites have not yet been ratified. In 1918
the Armistice which was agreed upon came into force-on November 11th and the
treaty of Versailles was signed on the 28th of June, 1919, a period of less than
eight months. Had conditions permitted similar expedition regarding the recent
war I have no doubt the department would not have presented this particular
piece of legislation but through the ratification of related treaties by parliament
would have given effect to those treaties and provided for the setting up of
machinery to take care of any obligations imposed on Canada by such treaties.

When war broke out in 1939 there was in existence a custodian’s office set up
under the treaty of peace German order of 1920, and similar orders related to
Austria, Bulgaria and Turkey. It had a very small staff and was engaged in
an endeavour to clear up the loose ends which remained after the treaty of
Versailles and the subsequent arrangements relating to reparations with
Germany. You may think it is somewhat extraordinary that nearly twenty

11



12.; . STANDING COMMITTEE

years after the close of the last war there should be even such a small staff as
three or four people engaged in that task; but I have been told by my distin-
guished predecessor, the late Mr. Mulvey, that when he was in England in 1934
or 1935, he was visiting the Board of Trade Offices and remarked that he was
rather worried that we had not been able to complete all transactions. An
official of that department took him into an adjoining room and pointed to two
or three gentlemen working away at ledgers and said, “You will be interested to
know that these gentlemen are winding up affairs relating to the Crimean war
which ended seventy-four years ago”.

I think we have already remarked in our report, Mr. Chairman, that the
Canadian government did not wait until the outbreak of war to pass under
the War Measures Act regulations respecting trading with the enemy. You may
recall that the War Measures Act provided a power in the governor in council
to take measures in the case of war or apprehension of war, and that a proclama-
tion was issued I think about the last day of August, 1939, declariag that there
was a period of apprehended war, and various orders in council of great import-
ance touching on the seeurity of the state were passed before the actual declara-
tion of war on September 10.

In 1938 the Hon. Mr. Rinfret, then Secretary of State and Custodian, and I
happened to be in Europe at the time of the trouble which ended in the short
settlement of Munich. I think he knew, and I knew, the shape things were
taking and we were impressed with the possibility of the outbreak of war,
“with the result that we gave some earnest thought to measures which might be
necessary in connection with property of enemies, the economic phases of war.
As members of the committee know there were set up various interdepartmental
committees to advise the government as to measures and steps which it might be
desirable for them to take in the event of a sudden outbreak. I happened
to be chairman of the interdepartmental committee on enemy property and
trading with the enemy. We discovered in examining the records of the war
1914-18 that the code, if you might so deseribe it, which was in force at the
end of the war had been built up by piece-meal orders as necessity arose, and
the consequence was that after looking at these carefully, as experts could,—
and the committee comprised experts from the various branches of the govern-
ment—it was decided that we should endeavour to avoid that policy and to
recommend that whatever necessary powers should be taken should be taken
in one order following the outbreak of war.

There were during the war several amendments and consolidations of the
orders, but the basis of them are the orders in council which were in force in
1918 in the light of the experience of that war. There were certain features
however in which the order brought in in December of 1939 differed. One
feature was the provision for the automatic vesting in the Custodian of Enemy
Property, there was a provision which still is in, that enemy property is vested
in the custodian without any necessary procedures or steps being taken. The
only other country in the war which has this feature is India, which copied
the Canadian regulations. Now, there is no provision for automatic vesting
in the legislation of the United Kingdom or in the legislation or regulations of
the United States, but the difference is more nominal than real because the
United Kingdom regulations conferred on the President of the Board of Trade,
who is a minister, the power to make a vesting order; and the regulations
respecting trading with the enemy in the United States confer a similar power
on the custodian of alien property, permitting him to make a similar order, and
many of these orders have been made; that is, there is no recourse in other
countries to any outside authority. Our regulations, of course, also provide
an additional one, that the custodian may, if he desires and there is question,
apply to the Exchequer Court for a vesting order. There is a great advantage




PUBLIC ACCOUNTS 13

in the automatic vesting procedure, and a great protection which we have now
discovered, to the people of a friendly country which is over-run by the enemy.
the Germans were quite well aware of that the time they over-ran Belgium,
Luxemburg and Holland. The business man or banker in those countries who
happened to have in his portfolio let us say for example 1,000 shares of Inter-
national Nickel, a Canadian eorporation, had nothing which would be any use
to the enemy, and the enemy, Germany, knew that any shares registered in the
name of a person in such countries were vested in the Canadian custodian and
that the International Nickel company were precluded from recognizing any
assignment which might be presented to them with respect to such shares. In
other words, there was no use in putting a pistol to the head of a Netherlander,
a Dutchman, or a Belgian, and compelling him to endorse a certificate and then
endeavouring to pass it and realize on it through a neutral country.

I would not be candid with the committee if I did not say with all respeet
that in administering the regulations we had this difficulty between the years
1931 and December 1941. The United States was officially neutral and, as I
think I will be able to explain in a moment, while we had shall I say suspicions
of enemy interest in certain companies or firms operating in the United States
vet at the head office we could not in any way interfere with the property of an
enemy in a neutral country, unless we had very direct and definite proof which
would satisfy United States authorities. After the war broke out in September,
1939, it was discovered that there was not a terrific amount of German enemy
property in this country.

There is a~point which I think perhaps I should make clear at this stage.
The mere fact that a man living in Canada was a German national did not make
him an enemy within the scope of these regulations, did not bring his property
within the net of the custodian, because one of the orders made under the War
Measures Act was one assuring enemy aliens who were peaceful and law-abiding
and guilty of no misconduct while they were in this country of security of their
person and property subject to regulations necessary under the cireumstances.
There has been not a great deal of German property directly in this country, I
think there was only one operating plant; a plant which by the way operated
during the war and supplied certain needed material for the armed services, and
which it is now alleged at this late date is owned by a neutral, Switzerland;
something which I fancy the claimant, will have to prove very definitely before
anything will be released to him. There were one or two machinery houses,
particularly in the large cities of Canada, such as Montreal, Toronto, Winnipeg,
Vancouver and the like, where they had started small businesses in the supply
of engines and I think possibly some X-ray equipment, where they had sold
these goods to purchasers in Canada, in many cases on credit instalments and
with the undertaking that they would service the equipment for a period of five
or ten years—that became an anomalous problem as it was quite apparent that
they could not service the equipment nor collect payments from the purchasers.

Thag has brought both the purchaser and the government a great deal of
trouble.

Then there was another, and I mention it merely because it is a thing which
is most likely to be mentioned to a number of members of parliament, and I
quite understand it; the Hamburg-American and the North German Lloyd,
two of the large German steamship companies had agencies in one or two Cana-
dian cities and any residents of Canada who desired to bring let us say members
of their family from the continent had entered into contracts with these large
German steamship companies for the purchase of prepaid tickets. In some
cases they had paid very considerable amounts of money for the prepaid tickets
for relatives in some part of Europe to be brought out by one of the German
ships. When we came in we discovered that these ticket agencies were mere
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shells in that the custom was that the manager of that agency took the day's
receipts which were paid to him by the customers, if you like, and immediately
remitted them to the regional agency of the line in New York, in the United
States, with the result that all the custodian had was a few sticks of office
furniture and equipment, but absolutely no money because of their practice of
remitting direct to the head office in New York instead of depositing with the
local bank. We made representations through diplomatic channels and otherwise
to the United States alien property custodian who took over the New York offices,
suggesting that it would be a very gracious thing on his part if he could see his
way clear to recognize the Canadian claims, in view of the fact that this Cana-
dian money finally reached him. The alien property custodian, however, found
his hands tied by virtue of the legislation of the United States which prevent him
recognizing claims from anyone resident outside the borders of the United
States unless they are American citizens, something over which we had no
control.

In April 1940 came the invasion of Denmark and Norway over-night which
made a considerable expansion of work; but it was relatively slight compared to
the situation which arose on May 10, 1940, when members of the committee will
recall the Netherlands were invaded and the despatches of the first few days
indicated that the armies of Holland itself were resisting the invaders but there
was no authentic information as to how much territory had been over-run or
occupied by the enemy. On the other hand, it was realized, particularly in
Amsterdam and in Brussels, there were people holding very -considerable
amounts of Canadian securities and it was decided rather than to describe these
territories as enemy territories or enemy-occupied territories as they are under
the English regulations to describe them under a new heading of proseribed
territories. That is defined here as meaning:

(¢) “Proseribed territory” means any area in respect of which the

Governor in Council, by reason of real or apprehended hostilities or

otherwise, has ordered the protective custody of property of persons

residing in that area or the regulating of trade with such persons, or both.

In June of 1940 came the most severe blow in the fall of France, which

as you all know had very extensive financial relations with Canadian enterprise;
and Italy entered the war.

In the summer of 1941, the situation from our point of view was alleviated
in that the United States made its freezing orders against Germany, and Japan,—
Italy and Japan. In December of 1941 the attack on Pearl Harbor occurred,
the United States entered the war and our declaration of war against Japan was
made. We realized then that any business relations with Japan were very
largely centered on the Pacific coast and it would be very inconvenient to the
public and to everyone else, to have this work channelled entirely through the
Ottawa office and therefore we set up a very small office in Vancouver. This
office, 1 think, opened on December 10, 1941, Pearl Harbor having been
attacked on December 7. An experienced officer was sent by air to open this
small office. I want to make it clear that this office in Vancouver was not
dealing entirely with enemy property of the type belonging to Japanese evacuees
or Japanese who were later evacuated. That was extraneous matter of which
you will hear more. What I wish to point out here is that the bill presently
before the committee does not relate in any way to the property of those
evacuated Japanese. The situation with respect to them is covered by legislation,
by the order in bill 104 presently before the House of Commons.

In concluding these rather rambling and probably tedious .remarks, Mr.
Chairman, 1 think it is only right that I should tell the committee that the
work of the custodian’s office has been greatly facilitated by the cooperation
which the officers had from banks, trust companies, business men, and
individuals of all kinds throughout Canada.
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In 1939 an advertisement was issued giving the substance of the regulations
requiring people who had dealings with the enemy involving money to report,
and there seemed to be almost 100 per cent degree of cooperation. I think in
all that time, although there have been rather wide powers in the regulations,
we have only had two or three prosecutions and I am inclined to think in at
least- one of those cases the individual erred through ignorance rather than
design and the court must have had the same impression for it imposed a
nominal fine. We have had great cooperation from the departments and
agencies of the government, the Department of External Affairs, the Department
of Trade and Commerce, the present Department of Reconstruction and Supply,
the Department of Justice and the Royal Canadian Mounted Police. 1 should
also mention the Department of Finance, the Foreign Exchange Control Board,
the Bank of Canada, Department of Insurance, the army, and the Royal Cana-
dian Navy. Finally I have to pay a tribute, a very well deserved tribute, to
the men and women employed in the staff who were taken and thrust into
situations they had never contemplated. They had to deal in emergencies
with questions which were complex and which contained many ramifications.
On their behalf I would like to say, as deputy custodian throughout the entire
period, that, while I am quite conscious of the fact there have been errors in
judgment and that hindsight is a great deal better than foresight in many of
these matters, I feel quite confident that on the part of no member of the staff
has there been any serious dereliction of duty and that they have assiduously
and conscientiously devoted themselves to their duty. During the period I have
been connected with the office there have been seven custodians. The first was
the late Mr. P. H. Cahan, who devoted a good deal of work to the expediting
of winding up certain affairs. He had something to do with the negotiations
with respect to the scaling down of reparations as provided for by the Versailles
Treaty; the late Mr. Rinfret, who died almost on the eve of the war; the late
Mr. Lapointe, who was acting custodian and secretary of state when the war
broke out and for the first nine months of the war; Mr. Justice Casgrain, still
living; the late Mr. McLarty, who paid day to day attention to its work from
December, 1941 until his retirement in 1945; the former secretary of state
Mr. Martin, who came in after hostilities had ended; the present custodian
Mr. Gibson.

Now, Mr. Chairman, yesterday I understood that it was decided to go
through the schedule and to, in all probability, defer the detailed discussion on
administration. However, if any member of the committee has any question
which he thinks he would like to ask on a general point 1 would be glad to deal
with it now. If the members are dealing with particular cases I think it would
be preferable that we have notice and an opportunity to consult nearly 70,000
files which are in our office. As you will see the transactions now cover & period
of nearly eight years. I would not like to speak offhand, although my memory
is reasonably good, as to the details of any particular transaction.

 The Vice-CHARMAN: Gentlemen, you have heard this very interesting
recital. Doctor Coleman referred to it as rambling remarks but 1 would say
it has been an interesting story, as interesting as any written by either Upton
Sinelair or Philip Gibb, and is perhaps more useful because it is based on faet.
What is your wish? Shall we go on immediately with this schedule or are there

any questions arising out of the statement made by Doctor Coleman that have
direct bearing on the schedule?

Mr. Burron: Mr. Chairman, if you will allow me, I first want to express
my personal appreciation for having an opportunity of hearing the story to
which you have just referred, presented to us by Doctor Coleman. For those
of us who have not had an opportunity to be closely in contact with his depart-
ment, it gives us a considerable background to work on. I also appreciate the
closing remarks that Doctor Coleman made in that he would be prepared to deal
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with that part before going into the regulations or the schedule. I think myself
any general remarks in so far as his statement is concerned would much better
be made now than later on when we deal with different clauses of the schedule
and in that connection I have a question or two that I would like to ask.
Doctor Coleman’s statement has been made to us as a general review of the work
of the department for a considerable number of years. Now, I think the
committee should have some idea as to the amount of property still in the hands
of the custodian, the number of persons involved, and the number of firms that
would be involved. And then having put this question I possibly would be
allowed just one step further and I would appreciate, before we start with the
detailed examination of these regulations, if Doctor Coleman would just give
a word or two as to why the department considers it necessary to have these
elaborate regulations at this time. - I think if we had that cleared up in so far
as I am concerned, I would be prepared to go on with the schedule.

Mr. Freming: 1 think Mr. Burton’s suggestion is quite good.

The VicE-CHAIRMAN: Gentlemen, I do not wish to interrupt, but just to
maintain proper order I think it would be better if you were to stand up and
instead of three or four talking at once, just one should speak at a time. I want
the reporter to get your remarks down carefully.

Mr. Fremineg: I think in fairness to the committee it might be well to say
a word or two about the ideas discussed yesterday by the steering committee
with reference to the committee’s procedure. The committee is faced with this
immediate problem. The trading with the enemy regulations depend for their
continued existence on the Emergency Transitional Powers Act which comes to
an end on May 15. It would be much more logical and much more orderly to
approach the problem with a review of the whole administration of the custodian
of enemy property, including not only enemy property but also the other two
branches, namely, Japanese evacuees and illegal organizations, nevertheless we
are faced with a situation where we have only a matter of about a fortnight
to get this bill back to the House and through the Senate as well. The steering
committee feel that we have no alternative but to proceed with the bill in
advance of a detailed review, or as detailed a review as the committee might
have thought necessary, of the administration itself. The scope of the com-
mittee’s reference has been extended to include a review of the administration
in the department and that, in the recommendation of the steering committee,
would be followed by an actual review of the terms of the bill. Now as to the
statement we have heard this morning it is obviously an excellent background.
I think, Mr. Chairman, it would be useful to the committee to have now a some-
what more detailed statement from Doctor Coleman concerning the revisions
that have been made in the regulations hitherto. The committee is aware that
there was a substantial revision of the regulations in 1943 and then in January
of this year there was a further revision carried out which had the effect of
eliminating a number of the regulations. I think it would be interesting to the
committee to know what policy was followed in the elimination of part of the
regulations and then we might be given, as Mr. Burton has suggested, something
a little more detailed as to the reasons why these powers that are still provided
for in the schedule of the bill are needed.

Mr. StEwarT: Mr. Chairman, I find myself in agreement with the steering
committee but T would like to make this further point. We are not going to be
finished with our work on this committee before May 15 if we are going to do
anything like a detailed study of the custodian’s work during the last few years.
I think it would be of constderable benefit to myself and probably to other mem-
bers of the committee if there were supplied to us the audited accounts of the
custodian for each of those years, I think, then, we would have some time to
peruse them and study them and perhaps we could then attack this problem
more intelligently.
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The Vice-CuamrMaN: May I just make a report to you gentlemen. It is
proposed to issue a copy of the general report of last January to each member
of the steering committee, who in turn would place it at the disposal of the
members of his body or group, and if a second copy is required I would be
pleased to try and procure that and place it at your disposal. There will also
be copies of the audited reports, as mentioned by Mr. Stewart.

Mr. SmrrH: I have a suggestion to make. Perhaps I speak from ignorance
which may be abysmal but I would like Doctor Coleman to tell us how the
department operates by taking a typical case and tracing it through. It would
be of assistance to those of us who are not familiar with the subject. Let us
assume, that in Calgary, for instance, the A.B.C. company gets off the rails. I
want to get some idea, a practical idea, of what happens in dealing with that
company. I am sure I do not know and I think many of the members of the
committee are perhaps in the same situation. That would only take a minute
and if the Doctor did it I think we would have a more practical approach to the
problem.

The Wirsess: If I may, Mr. Chairman, deal first with the point raised by
Mr. Smith. I think if you look at clause No. 8, regulation number 8 on page 6
of the schedule, you will see, “Where it appears to the secretary of state—
(a) that there is reasonable ground for suspecting that an offence under any of
these regulations has been committed by any person;” (f) “that an enemy has
an interest in any property; the secretary of state, if he thinks it expedient for
the purpose of satisfying himself that the person, firm or company is not trading
with the enemy, may in writing appoint an inspector to inspect the affairs of the
person, firm or company or the administration of the property; and the secretary
of state may appoint an inspector to inspect any business to ascertain (i)
whether the business is carried on for the benefit of or under the control of an
enemy or enemy subject; or (ii) the relations existing or which have, either
before or after the commencement of the present war, existed between a person
interested in the business and an enemy or enemy subject.”

As you see there is the power enabling the secretary of state to appoint an
inspector who takes over all the files and documents.

Now that has been done in a reasonably large number of cases and if it
were ascertained, I think it only happened in one or two cases, that there had
been any transactions with the enemy after the regulation eame into force there
would be a prosecution. If it appeared that the business was entirely owned by
the enemy it was vested in the custodian and he would either take stéps to
liquidate it, employ a comptroller for that purpose—it might or might not be
but in most cases it would be the inspector—and proceed to realize it as profit-
ably as he could and the proceeds would then be placed to the credit of the
custodian. That would be in the case of enemy property.

Mr. Smrra: He goes right in and takes physical possession.
The Wirness: Yes.

Mr. Smrta: That is what I had in mind.

~ The Wrrness: Now, if I might deal with other points raised by other com-
mittee members. Mr. Burton, I think, first asked what property was under
control. That was in the report which was tabled in the House as of December
31, 1946 on pages 12 and 13. Now the belligerent enemies—Austria, Bulgaria,
Finland, Germany, Hungary, Rumania—there was upward of $20,000,000. The
property of persons in occupied countries aggregates about $218,000,000 and the
doubtfuls another $13,000,000 make a total of $243,000,000. A great deal of
this was represented by securities which were owned by the people, particularly
those in the occupied countries, and at present value or market quotation would
be worth an estimated $320,000,000.

88256—2
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Mr. Smrra: Your proseribed group goes out of that. ;

The Wirness: It is included in that, it is the great bulk of the amount.
Real enemy properties, which may or may not be confiscated and is more or
less dependent on the treaties of peace, aggregate at the moment something
over $20,000,000.

Mr. Freming: Mr. Chairman, these figures do not include the property
of Canadian Japanese and the illegal organizations,

The WrrNess: No, no.

Mr. FLeminG: This is just the enemy schedule.

The Wirness: That is what I am dealing with. Now, Mr. Burton also
asked me to state whether we felt it was necessary that we should have these
extended powers. I endeavoured to cover that but perhaps I did not make
myself clear by alluding to the fact that if there had been treaties of peace
reached and ratified a year or two after the war and before the orders under the
War Measures Act expired, we would not have found it necessary to come here
at all but we had to in view of the existing situation. The fact that there does
not seem to be a treaty with Germany in particular, and even with Japan, in
the offing for a considerable period, made it desirable, on the advice of the law
officers of the Crown, to continue the matter. One reason it was felt desirable
that the substance of the regulation should be continued was to avoid the
possibility of falling between two stools. There are a great number of powers
here which are still in force in the United Kingdom or substantially the same
powers are still in force in the United Kingdom today which we feel are neces-
sary to preserve. There is litigation pending. There is always litigation pend-
ing. There is litigation threatened, and something which might appear unim-
portant at first glance may prove to be very important in determining the
custodian’s rights. The whole object of the custodian, I am sure the com-
mittee realizes, is to get as much genuine enemy property as we can for the
state and have it available anyway, because of the claims which are already
being put forward by Canadians—although the custodian only records them, and
has no power and has no intention of seeking power as far as I am aware to
settle them, that would be a matter of government policy which remains to
be determined—greatly exceed the assets of the enemy in his hands. Mr.
Fleming asked if I could indicate that revision which took place in the first
regulations which came into force, became effective on the 2nd December,
1939. Well, as a result of these studies they were necessarily rather hastily
thrown together, and I may say after consultation with financial officials, the
department, of insurance, and the Bank of Canada and other departments and
agencies of the government which had a particular interest in this matter.
But as time went on it was realized that there were weaknesses until there
was considerable amendment I think made in 1941; there was a consolidation
i 1943, which is the blue book generally used; and then when it was decided
that it would be desirable to have legislation the officers of the department
with the custodian and the other departments of government concerned we
arrived at what we thought might be recommended to the Governor in
Council in January with the result that there was the deletion of a very con-
siderable number of regulations which appear in the schedule under the head-
ing of items revoked. That was to avoid renumbering. I propose to deal with
them at the proper time, but if you like I can deal with that one which we
revoked as a particular example. Take for instance the one defining “enemy”,
that is on page 2 of your draft bill.

Mr. Fueming: I do not know, Mr. Chairman, that we want that much
detail at this particular stage. I thought just a general statement as to the
redsons for the action taken. \
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The Wrrness: I see. May I say they were rather extraordinary powers;
and when I use the term extraordinary I am using that in the normal sense of
powers out of the ordinary; with the result that it is no longer necessary to
continue then. In most cases either it had not been found necessary to invoke
them, or they had mot been used, even in time of wars. One was regulation
8-2 (b), in the blue book of January 1943.

It was felt that it was unlikely that any case would arise in the future where
this would have to be done. I do not think that was ever done. As a matter
of fact, I am sure that it was never even moved. The changes were all of that
nature, relief rather than greater restriction. I am not at all sure, subject to
correction by my legal adviser (sitting here on my left), Mr. Black, that certain
regulations now might not be modified as the result of diseretion.

And there is one other point, if I may again refer to what Mr. Burton said;
it i1s only within the last year or a little longer that we have any chance at all
in parts of Germany which are under control of the British or Americans to
make any check-up with the records of German enterprises in those zones. May
I refer to one in particular, the notorious I. G. Farbenindustrie, of Frankfurt.
We have had a large number of valuable reports and they are still coming in;
and these reports indicate that if misrepresentations had been made by anyone
it might be necessary to invoke some of these clauses in respect to it. That
is about the only reason of which I can think for retaining them, but I do think
it is quite important that they should be retained pending final determination
of the treaty of peace. For all we know Canada and the other allied powers
may determine in the treaty of peace to return all this property to Germany.
That is not the concern of the custodian. He has nothing to do with that; but
it is his duty to accumulate all the enemy property in Canada so that those
who negotiate the treaty may know what it appears to be on hand.

The Vice-Cramrman: Well, gentlemen, are you prepared to proceed with
the schedule?

Mr. Stewart: I should like to make a suggestion, if 1 may, Mr. Chairman.
There is a great deal of interest in the reports of the custodian. I think it would
serve the interests not only of members of the committee but also of members
of the house if some of these auditors’ reports were printed as an appendix to
our proceedings. We realize, of course, that some of these reports cannot be
made available; but I find them of special interest to myself; and, speaking
for myself, I think one report among five of us is quite inadequate. I do think,
Mr. Chairman, it would serve a useful purpose if we could be supplied with
copies of them in the manner in which I have indicated.

The Vice-Cuameman: Yes. That point was raised yesterday and it was
left more or less with the chairman of the committee to look into the matter
of printing, the volume of material and so on, and if it was found that it was
not too bulky that it be considered as an appendix to the Minutes of Proceedings
when they are tabled. I am going to ask Dr. Coleman to table those auditors’
reports. Is that agreeable.

Some hon. MEMBERS: Agreed.

Mr. Smrra: May I ask Dr. Coleman a question; has he considered the
desirability of continuing some of these orders in force; has he given thought
to the other side of the picture. I was getting just a little concerned that some-
thing might be left out which should remain.

The Wrrness: You should not be, sir. In view of the fact that many of
these powers were probably exercised in time of war, or might have been
e}):evcised but never were exercised, there seems to be little use in continuing
them. .

88256—2}
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Mr. SmirH: I heard you say that. Are there any additional reasons for
keeping them in force?

The Wirness: No, I cannot see that there are. There is one to which I
might call attention. On the original order property vested in the custodian
was not subject to any tax. You will find that on page 50 of the blue book,
regulation 43. As a matter of policy the custodian has paid municipal taxes
as they fall due out of funds accruing, and it was felt that that might be
modified as it was in the revision of January:—

50. Property vested in the custodian is liable for any tax, mortgage,
lien, charge, rent, interest or payment thereon but the custodian is not
liable with respect thereto.

It was felt that that was an unfair burden on the municipalities and other
people and that where funds were available it should be charged against the

property.

By Mr. Fleming:

Mr. Chairman, if Doctor Coleman has completed his answer; that raises
the question about the form of the schedule. The schedule as printed indicates
in each case where a particular regulation from the 1943 revision has been
removed. The amendment in regulation 50, to which he has just referred, is
not noted.—A. No.

Q. As having been amended in the schedule by them. Are there any other
cases? For my part, in reading the bill, I would assume—A. There are three
noted.

Q. That are amended?—A. Yes. Regulation 38 of 1943; and the second one
is on page 16. The other one is on page 20 of the 1943 printed blue book; and
regulation 50 of 1943 was revoked and the present No. 50 which appears on
page 18 was substituted; and regulation No. 51 was revoked and the present No.
51 substituted. Those are the three.

Q. I think it would be well if Dr. Coleman would add a word to his answer
to this question as to the line followed in connection with the revision of 1947.
‘Would it not be fair to say that the department is proceeding cautiously and if
there is any thought at all that the power might be required under any circum-
stances it 1s retained in the schedule?—A. That being that in keeping with the
tenor of public opinion. Whenever possible the regulations should be relaxed,
and if, as I say, there had been peace treaties negotiated by the powers and
ratified by parliament we would be very near repeal of the whole lot of it,
providing some measures could be taken to carry on the necessary winding up.
We are very anxious, for example, to get rid of the property belonging to the
people in former occupied countries providing necessary evidence can be obtained
to show that they are not holding any part of it for or on behalf of an enemy;
which is a very important thing. Only in February of this year I was in one
of the European capitals, although we do not hear very much about this here,
when a person of considerable prominence, a Mr. Drayton—they were conduct-
ing trials of people in those countries—he had acted as an alleged agent and
collaborated with the enemy. We have to have assurance in some way that
property claimed by persons in one of these countries is his own property and
not held for or on behalf of an enemy. Possibly I could not give the committee
any better example than the late Field Marshal Hermann Goering. He would
not have accumulated the vast wealth which he is reputed to have accumulated
without having taken the precaution of taking at least some of it out of
Germany, as he may very well have done, and deposited it in another name.
He would have a front, probably; a resident at least, if not a national, of the
. country concerned. That is a very simple illustration. But when you have a
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series of companies all over the world it is exceedingly difficult to get back to
the No. 1 man or the No. 1 group controlling it. I have seen both here, in
Washington and in London, records and charts showing as many as fifteen hold-
ing or parent companies of one kind or another altogether before you get back
to what appears to be the ultimate souree of control.

Mr. SmrrH: You should read Mr. Dimm, Doctor, that illustrates it very
well.

The Wrirness: I beg pardon.

Mr. SmitH: There is a book called Mr. Dimm that illustrates that point.
It is the best satire in the world.

The Wrrness: If you will permit me to say so, you get a company operat-
ing here which is controlled by a company operating in a friendly or neutral
country. You may say, “we think that has an enemy taint”. They answer,
“no, we are controlled by another company in another neutral country”. It goes
back and back. We have obtained some very useful information as a result
of getting a peep at what appears to be the records of certain parts of Germany.
There were certain other parts of Germany where no British, American, nor
Canadian investigator could possibly obtain information. Unfortunately they
had restrictions as to movements in all of these zones but we have had a reason- .
able amount of cooperation.

Mr. StewarT: Doctor Coleman, there is another point which I might ask
by presenting a fictitious case. Let us assume a resident of Poland had, at the
outbreak of war, been living in Canada. Poland was overrun. A new govern-
ment inimicable to his interests was set up in Poland and he is not able to go
back to Poland to re-establish himself, what would happen to his property in
that case? Probably you can enlarge upon it for me.

The WrirNess: For many reasons I prefer that you take a hypothetical
country rather than the one you have chosen. Astoria, or something of that
nature. I would say the custodian has always taken provision that he is the
trustee for the individual only and not for the country.

Mr. Stewart: The nation.

The Wirness: Not the country. Now we have had certain agreements,
one of which was placed on the table of parliament more than a year ago, one
with France, and there are others which have been partially negotiated and not
yet completed, which provide that a man living in that country has to obtain
a certificate from his own authority that he is a resident, that he holds property,
and that there is no gain on behalf of the enemy and that he is not charged
with any ecollaboration.

Mr. WinkrLer: Mr. Chairman, T have a question which T would like to ask.
I think Doctor Coleman may not consider it as general enough and probably
in that case the answer can be deferred. He might describe the bounds of the
activities of the custodian. The question is this. Take the case of the sale of
an X-ray machine. A great many were sold in this country, I believe, just
prior to the war, and suppose I, just a week before the war began, had bought
one of those machines and had made a small payment down on what I believed
to be a very expensive machine, What would be the attitude of the custodian
in such a case?

The Wirness: T take it, Mr. Winkler, that you have made a down payment
to ah'German firm operating in Canada and that you had not received the
machine.-

Mr. Winkrer: T was thinking of a case where T had the machine.
_The Wirness: Oh, well if you got the machine the custodian becomes
entitled to the purchase price. That is one of the very instances I was pointing.
out, where it relates actually to the X-ray machine. A lot of these were sold
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on instalments whereby the company undertook to sell the machine and give
credit, allow you to operate it and they undertook to service it and supply parts.
The knotty question which the business comptroller had to determine was if
you got a machine for which you agreed to pay $1,000 and had been promised
you could get the parts for it and that it would be serviced for you for five
years, the question was, what is that covenant worth? What should you get
knocked off if you only get the machine? Well we settled it as well as we
could in the judgment of the comptroller. There were not many, but there
were a few engines, deisel engines, which were sold by a company which had
just opened in Montreal.

Mr. Fueming: Mr. Chairman, Doctor Coleman has made it clear these
regulations were made to deal with the case of enemy property and the property
of persons in the proseribed territories. Now with the two latter adjuncts to his
responsibility, namely the property of persons of the Japanese race in Canada
and the property of organizations declared to be illegal, to what extent did he,
in administering those estates, use any of the powers contained in the schedule.

The Wirness: The evacuees and the illegal associations? Well we did not
use them at all in the illegal associations for this reason. When the order was
made by the Governor in Council putting out the list of illegal organizations,
the police force, the Royal Canadian Mounted Police, took charge of the
buildings and turned them over within a week or ten davs after.

By Mr. Fleming:

Q. Where did the custodian derive his powers then to retain physical of
those or to realize on them?—A. There was an extraordinary order in council
}vhi(é}(li was repealed when the order in council preseribing these things was
issued.

Q. Then none of the orders in ccuncil under which the custodian acted with
reference to illegal organizations or the property of persons of the Japanese
race were introdueed by reference to any of the powers contained in the
Act.—A. Yes, it said they were to be applied “mutatis mutandis”.

Q. I was just wondering whether the committee, when it reviews the
schedule would find a possibility of any of these powers being used today in
the case of property of persons of the Japanese race or in the case of property
of organizations that were declared illegal.

The Vice-CuairMAN: May I suggest, Mr. Fleming, that you bear your
question in mind and apply it to the particular section.

Mr. Freming: I was just wondering whether there was some general answer
that would apply and save us time.

The Wirness: In relation to the Japanese evacuees the only real estate
not liquidated consists of about 20 to 25 parcels. The Secretary of State in
Bill 104 gave a specific undertaking he would not proceed to liquidate that
without the consent of the owner. I do not think there is any other thing
relates {0 that. There is nothing in relation to illegal organizations, and that
no powers went with the repeal in October 1943. T must confess I am puzzled
in looking at this report to see that there appears to be a balance of $698.27
owing an illegal organization. I will look into that and find out what it is.
There may have been one or two that were not taken off the list.

Mr. Case: Mr. Chairman, may I ask Doctor Coleman a question? There
was a seizure made of some Hungarian property in Toronto, was there not?
And later it was cancelled, then some doubt arose and I believe the property
has been returned. Just how was that handled?

The Wirness: Well, T understood that I would not deal with particular cases
today, Mr. Case. It is a long story about these illegal organizations and I
would like to have the appropriate officer with me when I deal with it, together
with the files.
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Mr. Case: I think that is fair, Mr. Chairman, but I was just wondering
if Doctor Coleman would give us the explanation at a later time.

The Vice-Cuamrmax: I think, under “distribution”, you would be justified
and quite within your rights to ask that.

Mr. Case: When, Mr. Chairman?

The Vice-CHAIRMAN: Prior to you joining us this morning a report was
presented by the steering committee in which the work was divided under two
headings. The first dealt with the bill, taking the schedule first, and secondly
after we had disposed of that we are to deal with the administration in a general
way.

Mr. StewArr: Mr. Chairman, if I understood Doctor Coleman correctly,
he said that if there was any particular case any of the members would like
to discuss he would like to have a little warning in order to make some
preparation. If I am in order, all right. If I am not you can tell me.
The particular case I have in mind has to do with a patent on fish oil and this
is the way that I have it. When the Germans took over in Norway they
had a patent for taking fish oil and refining it so that it could be used as an
edible oil, something that never had been done before in the history of the
world. That process was carried on in Norway during the war. Since the
war, or when the Germans were driven out by the allied nations, the Norwegians
obtained the patent and today they are developing what they call markoil
M-a-r-k-0-i-1. I have seen it and tasted it and in fact today there is a firm
in Montreal offering it for sale. With the great shortage that there is of oil in
the world, when we are sending to Europe all that we can spare, they are offering
oil for sale in this country which comes from Norway. The reason I want to
discuss this thing in detail is due to the faet that in our canning industry in
eastern Canada we are using thousands of barrels of edible oil. Years ago it
was cottonseed oil, during the last few years we have been using soya bean
oil, peanut oil and different kinds of other edible oil. We depend, to a great
extent, on our American friends for our supply of edible o0il and the price has
advanced 25 cents per pound in the last two years. Today it is up to around
41 cents. My point is this. Norway only produces ten per cent of the fish
oil in the world. In other words 90 per cent of the fish oil produced in the
world, now goes into cheap paints and such things whereas it might possibly
be used for food. If that patent belonged to the Germans, which I feel quite
sure that it did, why should not the allied nations today have the same right
of using that patent as the Norwegians have. As I stated, the Norwegians
today are offering that oil for sale in Canada, even when there is a very very
short supply of fats and oils in Europe. Now if that can be discussed under
this bill T would like to have an opportunity of so doing.

The Vice-CramrmMan: Mr. Stewart, I think that comes under the same
heading and T will have to give you the same reply as I gave to Mr. Case.
I suggest you bring it up under “administration”.

Now, gentlemen, we have only five minutes and I am rather anxious to get
under way. In order to save time may I suggest that we deal just with these
titles, the schedules. SEE

Mr. FremixG: Definitions.

The Vice-CrarMan: Definition.

“Interpretation.” Any objections?

Mr. FLeming: Mr. Chairman, there is one general observation 1 have to
make about part 1. The point will come up in connection with the other
sections of the bill or at least of the schedules. We have to decide whether
we are legislating here on a permanent basis or simply passing regulations that
are temporarily in effect to deal with the present situation. Now we come to
questions like the definition under 1(b), “enemy territory”. These people will
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be our enemies presumably only so long as we are awaiting conclusion of the
treaties of peace. Then there is (k), “commencement of the present war” that
would obviously apply to the war which began in the case of Germany in 1939,
Italy in 1940, Japan in 1941, and so on. That would mean the bulk of these
regulations could not have any relation to property which is still in the hands
of the custodian through the war of 1914-1919. I wanted to clear that up.
We are dealing in these regulations simply with the powers of the custodian
with reference to assets of certain persons as from 1939 and none of this
legislation is to have any application to property in the hands of the custodian
prior to that date even though it came into his hands as a result of the first
great war.

The Witness: The treaties of peace and ratification in 1919 or early 1920
gave the Governor in Council power to provide by order for dealing with German
property affected under that treaty. The same applies to Austria as well as
Germany. It was all done by the treaties of peace made on November 5, 1918,
and the Treaties of Peace Act 1919.

Mr. Burrox: In other words, the wording of the terms of the peace treaties,
would, to a certain extent, govern how far and how much of this could be done
under the regulations.

The Wirxess: Quite.

The* Vice-CHatRMaN: Dealing with number 1, “interpretation”.

Carried.

The Vice-CHarrMAN: “Person”.

Carried.

Section 1(b), “enemy territory”.
Carried. Y
Section 1(c), “proseribed territory”.
Carried.

Section 1(d), “enemy”.

By Mr. Fleming:

Q. As to the enemy proviso at the bottom of the page, Mr. Coleman dealt
with that in his general remarks. May I ask if he has any occasion— —A. Yes,
there have been a number of occasions when that has had to be put into effect in
a very limited measure. These were not enemies in the ordinary sense. They
were only technical enemies. I can remember I think two or three. I will have
to look it up to refresh my memory on the details, where that was invoked.

Q. It is considered desirable to deal with each case by special orders and
excmpt them from the definition of “enemy”, persons who are simply enemy
subjects?—A. Oh yes.

Q. Rather than bringing enemy subjects generally within the terms of the
definition?—A. Quite. '

The Vice-CuairmAN: Agreed.

Section 1(e), “enemy subject”.

Carried.

Section 1(f), “enemy currency”.
Carried.

Section 1(g), “securities”.
Carried.

Section 1(h), “dividends, interest or share of profits™.
Carried.




—

NS e e
c

S

T

A S ), L

BT

P ===g e -l\ﬁ:ammw I R |

S

PUBLIC ACCOUNTS 25

Section 1(7), “property”.
Carried.

Section 1(j), “enemy property”.
Carried.

Section 1(k), “commencement of the present war”.
Mr. StewarT: What date is that; is that the 10th of September, 19397

The Vice-CramrMmax: That is our official date, but I will ask Dr. Coleman
if that is the date officially recognized.

The Wirness: Going back to September 10; these regulations came into
force on September 2.

By Mr. Case:

Q. What about the commencement of the present war?—A. We are still
technically in the state of war.

Q. The government has declared that the war was over as from the first of
the year?—A. No, not yet. ;

Mr. FLeminGg: The war is still on, at any rate in the House of Commons.

The Vice-CramrMan: I think we should have the date.

Mr. FLeming: That would have to be September 10 in the case of Germany.
As far as this country is concerned what existed between the 2nd and the 10th

was only a state of apprehended war, not a state of war; and this evidently

applies only to a state of war, or rather I should say to a state of apprehended
war.

The Vice-Cramrman: Would you like to have that stand, Mr. Stewart?
Mr. Stewart: Stand, yes.

Section 1(1), “Secretary of State.”

Carried.

Section 1(m), “proclamation”.
Carried.

Section 1(n).
Carried.

Section 2(1), offence of trading with enemy.
Carried.

Section 2(2), prima facie proof.
Carried.

Section 3, trading with the enemy.

Mr. Freminc: In this section, subsections (e¢) and (f) are no longer
necessary ?
The WirNess: That is right.

Mr. FLeming: And that is in view of the fact that regulation No. 4 has
been revoked? 3

The Vice-CuARMAN: Yes. Shall we take them subsection by subsection?

Section 3, subsections (a), (b), (¢) and (d) carried.

Section 3, subsection (e).

Mr. FLemiNG: Subsections (e) and (f) should be struck out, Mr. Chairman.
They involve a reference to regulation No 4 which has since been revoked.
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The Vice-CHairMaN: Subsections (e) and (f) are struek out.

Mr. Case: What have you done in striking them out?

The Wirness: They refer to regulation No. 4 which has already been
revoked.

Section 3, subsection (g).

Carried.

Section 3, subsections (k) and (2).

Carried.

The Vice-CuHARMAN: Section 4, revoked; section 5, revoked.

Mr. Burron: Mr. Chairman, may I draw your attention to the fact that
it is now one o’clock.

The Vice-CrairmAN: Pardon me. I am so used to keeping on working all
night. Gentlemen, it is one o’clock and I do now leave the chair. We will meet
on Thursday next at 11.30 o’clock a.m.

I want to thank you gentlemen for the work the committee has been able
to do this morning. We have certainly gotten along nicely.

The committee adjourned at 1.07 o’clock p.m. to meet again Thursday next,
May 1st, at 11.30 o’clock a.m.
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Ordered—That the said Committee be empowered to inquire into, and
report upon, the administration of all regulations respecting Trudmg with the
Enemy made since the tenth day of September, 1939.
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MINUTES OF PROCEEDINGS

TuauUrsDAY, May 1, 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, Cleaver, Cote (Verdun),
Dechene, Fleming, Fraser, Gladstone, Golding, Isnor, Marshall, Probe, Richard
(Gloucester), Rinfret, Stuart (Charlotte), Warren, Winkler.

In attendance: Dr. E. H. Coleman, C.M.G., K.C., Deputy Custodian of
Enemy Property.

The Committee resumed consideration of the Schedule to Bill 22, An Act
to continue the Revised Regulations respecting Trading with the Enemy (1943).

Paragraph 6: Adopted with the exception of subparagraph (2), which stood
over.

Paragraph 7 stood over.

Paragraph 8: On motion of Mr. Stuart, subparagraph (f) (i) was amended
by the deletion of the words or enemy subject in the second and third lines
thereof.

Paragraph 8, as amended, and paragraphs 9 and 10 were adopted.

Paragraph 11: On the motion of Mr. Probe, subparagraph (2) was amended
by the deletion of the words or enemy subject in the sixth line thereof.

Paragraph 11, as amended, and paragraphs 12, 13 and 14 were adopted.

Paragraph 15 stood over. K

Paragraph 16, on motion of Mr. Fleming, was deleted and the following
substituted therefor:—

16. Where, on the application of the Secretary of State, it appears
to a Judge of the Exchequer Court of Canada that a contract entered into
prior to or after the commencement of the present war with an enemy or
with a person in respect of whose business an order has been made under

. regulation fifteen of these Regulations is injurious to the public interest,

' the judge may by order cancel or determine the contract either uncondi-

tionally or upon such conditions as he deems proper, and thereupon such
contract shall be deemed to be cancelled or determined accordingly.

Paragraphs 17 to 24, inclusive, were adopted.

Paragraph 25, on motion of Mr. Cote, was deleted.

Paragraph 26 was adopted.

Paragraph 27 stood over.

Paragraphs 28 to 35, inclusive, were adopted.

Paragraph 36 stood over.

Paragraphs 37 to 44, inclusive, were adopted.

Paragraph 45: On motion of Mr. Fleming, subparagraph (2) was amended
by the deletion of the word will in the third line thereof and the substitution
therefor of the word shall.

Paragraph 45, as amended, and paragraphs 46 to 67, inclusive, were adopted.

Paragraph 68 stood over.

Paragraph 69 was adopted.

Paragraph 70 stood over.

At 115 o’clock p.m. the Committee adjourned until Tuesday, May 6, at
11.30 o’clock a.m.

N\

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

House or CoMMONS,

May 1, 1947.

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

The Vice-CHamrMAN: Gentlemen, now that we have our quorum we will
proceed to business. At our last meeting we had reached section 6, “The Cus-
todian”. If I remember rightly, Mr. Fleming wished to speak to that particular
section. I might mention that section 1, subsection (k) stood over, and Dr.
Coleman has asked me to allow that section to stand for a further period so as
to give him an opportunity during the week-end to further consider the matter.

Mr. FLemiNG: The point I raise on that section, Mr. Chairman, relates to
the second clause. Shall I proceed with that clause or has anyone anything to
say with regard to the first clause?

The Vice-CrHaiemaN: Shall elause 6(1) carry?
Carried.

Mr. FreminGg: Now, under clause (2):—

Any ‘power or duty conferred or imposed by or under these regulations
upon the Secretary of State or the Custodian may be delegated by him
to such person or persons as he thinks proper.

My point is that the language is too broad; there should be some narrower con-
finement of power or delegation to senior officials of the department. It says,
“any power or duty conferred or imposed by or under these regulations upon
the Secretary of State” may be delegated by him or the custodian to such
person or persons as he thinks proper. Now, actually as I understand it, nearly
all of those powers were delegated by the Secretary of State to the Under

Secretary of State during the war, and there was some further delegation to
the deputy.

Dr. E. H. Coleman, C.M.G., K.C., Under Secretary of State and Deputy
Custodian of Enemy Property, recalled:

The WirNess: Assistant deputy; and limited in specific matters to the
director in Vancouver; that is about all. I have discussed the suggestion with
the present Secretary of State, and I think he feels that he is responsible. He
would deprecate any amendment; but it is a matter of policy upon which he
might like to be heard. 1 might say that I have served under seven custodians
and they have been exceedingly jealous of parting with any of their authority.

The Vice-CuamrmaN: Has the same policy been pursued during the full
course of the seven custodians?

The Wrirness: Yes.

The Vice-CuamMaN: And you have not run into any obstacles or troubles
because of that power? '

31
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The WirNess: No; and if the matter is being proposed I think it is
desirable—
The Vice-CHamrMaN: I am hoping we may be able to clear this up as we
go along.
~ The Wirness: —that you see Colonel Gibson. He would have been here
this morning but he was called to a committee of the cabinet. He may be in
later in the morning, sir. P

Mr. Gouping: It might be wise to let this stand for the time being. On the
other hand, I think, after all, the Secretary of State or any minister must take
the responsibility for what he does, and I would not imagine that he would do
anything very foolish in the discharge of his duties as minister. I do not think
anything has happened that would cause any trouble in leaving the matter as it’
is, would you?

Mr. FLeminGg: I think the reason for that is this, that the need for such
broad power or delegation does not exist in the light of the experience in the
custodian’s office during war. If, in the stress of war it was not necessary to
delegate any powers beyond the Under Secretary of State to the assistant Under
Secretary of State then that is as far as the power of delegation need extend
now, surely; that is my point.

The Wirness: I do not wish to interrupt yvou, but I find that this cBuse is
taken word for word from the Treaty of Peace order of 1920.

Mr. FLeming: We had some correspondence quite recently in the House of
Commons and objection was taken to these wide powers or delegation; maybe
we had better leave this matter open, Mr. Chairman, until the minister comes.

The Vice-CHAIRMAN: Section 6(2) stands. Now 6(3), “Establishment of
Custodian’s office”,
Carried.

Mr., Fraser: There are wide powers given there also. 1 feel that they
would not open more offices than they should. Would they have to open any
more offices now?

The Vice-CuamrmaN: T doubt very much if it is necessary to open further
offices, but I would think it would be a necessary clause to have there in the
event that action along those lines became necessary.

By Mr. Fraser: : :

Q. Can we have Mr. Coleman’s views on that? Is there any chance of any
more offices being opened?>—A. No, there would be no more established.

Q. Is there any chance of any offices being closed?—A. Yes.

Q. What offices are going to be closed?>—A. We hope in a reasonable time
to be able to close the Vancouver office. As you will see from our report tabled
in parliament the number of employees has been very substantially reduced.
Only the Japanese, really, I think, would be taken at a later stage; but the
expectation is that that office will wind up as promptly as possible.

| By Mr. Boucher:

Q. There is the other point where they may hire such officers and advisors
and pay such remuneration as the custodian determines. Now, I think the
feeling is that this bill, once it is passed, will continue on for probably many
years, and bearing in mind your statement recently whereby we are still work-
ing on previous wars, do you not think that the officials—officers and clerks—
appointed under this section should be under the Civil Service Commission so
that there will be some limitation?—A. That, of course, is a matter of policy;
I do not wish to make observations on that matter. T can simply state that the
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vast bulk of the work is of an entirely transitory nature, and had there been
treaties of peace at the end of the war, which would have enabled the bulk of
the work to be completed, I have not any doubts that by now it would be down
to skeleton proportions.

Q. My point is that with regard to clerks who hold tenure of office for any
considerable length of time they should be appointed by the Civil Service Com-
mission so that they could get the same rates, privileges and benefits as other
civil servants, rather than be taken out of the Act. If this were only a matter
of temporary employees I could see some justification for it, but as far as the
permanent employees or employees with considerable service are concerned I
do feel that this matter should be limited there.

Mr. Creaver: Do you think they should be permanent?

Mr. BoucHer: I think they should be employed in the same manner as
other eivil servants. This Act will continue for a considerable length of time;
it is not limited to a short period.

Mr. Gouping: There will be a large number—

The Vice-Crairman: Now, gentlemen, we got along very nicely at our
last meeting because we were a little more formal. I requested members to
stand when they spoke. I disregarded that instruction this morning;, but if
you are going to talk to one another I shall have to ask you to accept that
instruction again for the sake of keeping order.

Shall the subsection carry?

Carried.

Subsection (4): “Department of Government.”

Carried.

Section 7:

Mr. FLeminG: This subsection brings us into a major problem under the
whole of the regulations. Under this section, as you will see, very wide
immunity is given to the Secretary of State or custodian.

No person has any rights or remedies and no action lies or may be
brought against any person in respect of:

i (a) an act or omission that was required by the Secretary of State or

Custodian;

(b) an act or omission that the person acting in good faith reasonably
believed to have been required by these regulations or any regulations
heretofore in force with respect to trading with the enemy or enemy
property; or

(¢) property transferred, delivered or paid to the Secretary of State or

Custodian or pursuant to his direction either before or after these
regulations came into force. \

Now, obviously, people who act on the instructions of the custodian must
have some immunity if they come within the scope of the instructions of the
custodian, otherwise I should think there would be a complete breakdown. The
custodian could not hope to have co-operation from people like the banks and
trust companies from whom the custodian has need of co-operation at all times. -
It seems to me that this goes too far in carbing the rights of other persons
where those rights have been, perhaps, negligently interfered with—perhaps
interfered with by officials exceeding their powers. My criticism is that those
regulations go too far in restricting the rights of individuals whose property
or other rights have been seized or taken in possession or otherwise interfered
with by the custodian. Now, what redress has he got? There are two other

regu}ations which bear on this question: 27 and 36. No. 27 refers to court pro-
ceedings. It says:—
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Where a dispute or question arises as to whether property is subject
to these regulations, the Custodian may proceed in the Exchequer Court of
Canada or in any superior court of record for a declaration as to whether
the property is subject to these regulations.

That is a proceeding on the part of the custodian. Then clause (2) of that
section reads:—
Any person may, not less than ninety days after giving the Custodian
notice of his claim . . .

The time limit is not particularly important because I believe the custodian
has never taken advantage of his technical position as to time limit. Clause (2)
then reads:—
Any person may, not less than ninety days after giving the Custodian
notice of his claim, proceed in the Exchequer Court of Canada for a
declaration that he is not an enemy and
(a) that property held or controlled by the Custodian is not subject to
these regulations and he is the owner thereof or of an interest therein;
or
(b) that he was the owner of property or manages any enemy property
immediately prior to its vesting in the Custodian under these
regulations.
I direct your attention to the fact that right given to the person there to apply
to the court is confined to an application for a declaration in the first place.
In the second place, it is confined in this way, that he can only apply for a
declaration that he is not an enemy. Then, in (a) and (b) it has to be on the
basis of his not being an enemy.

The other regulation is 36, and it has to do with recovery by the minister,
by the custodian, in the event of any person’s failure to pay to the custodian
any money payable to him under the regulations and it reads as follows:—

In the event of failure by any person to pay to the Custodian any
money payable to him under these regulations the Custodian may take
action in the Exchequer Court of Canada or in any superior court of
record to recover such money.

I notice there that if the custodian takes action, under section 36, for the
recovery of money that he contends is payable to him there is no provision made
for any kind of counter-claim where the person who is being sued considers that
he has rights which, if the custodian were a private person suing in an ordinary
action, he would be entitled to set up by way of counter-claim. It seems to
me that while we want to see the custodian clothed with ample power to do
everything in the way of taking property under the Act for the protection not
only of the state but of the rights of individuals whose rights might otherwise,
perhaps, be lost or prejudiced, these regulations do not leave enough right
in the person whose property may have been seized or taken in possession
by the custodian. Suppose an individual feels that he is not an enemy and
that property has been improperly taken from him, what can _he_do? There
is nothing in these regulations to say that the declaration is binding on the
custodian. T have no doubt that as a matter of practice the custodian would
- honour a declaration of the Exchequer Court, but it is only a declaration of
the court; it is not a judgment.

Now, take another case where the issue is not simply as to whether a man
is or is not an enemy, but he contends that he has an ir_xterest in property that
has been taken by somebody else. He has not got any right to go to the courts.
Now that we are in peace times I think this is the sort of provision that does
admit of amendment with a view to restoring more equality toward two
individuals in the matter of access to the courts where, at the present time,
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they certainly are not in a position of equality with the custodian, since they
may want to have access to the courts, and having got into the courts they may
want to find themselves in the position of equality before the courts with the
custodian. :

Mr. Burton: After listening to Mr. Fleming’s presentation of that case and
after checking over that section, it appears to me that the only resort that person
would have would be, first, to prove that the person acting on behalf of the
custodian had not acted in good faith. That is what it says in (b). The whole
matter is put in the position that the person who feels aggrieved would first
have to prove that the official did not act in good faith. It says: “(b) an act
or omission that the person acting in good faith reasonably believed to have
been required . . .”

Mr. FLeming: Mr. Chairman, I think that these clauses in section 7 are
disjunctive; the person has no rights or remedies in any of these cases; in other
words, a claimant cannot bring an action or cannot succeed in an action if the
defendant can prove that he satisfies the requirements of any one of these clauses.

The Wirness: I think the purpose of (a), to which Mr. Fleming objected,
is to protect the debtor to an enemy who had paid over the amount of his debt.
He turned over the property which he held for the enemy to the custodian.
It is an essential protection for the Canadian debtor or trustee for the enemy.
It is not the intention by section 7 to protect—which I think Mr. Burton had
in his mind—officials of the custodian’s office at all; this is simply a protective
measure for the people who have, acting under the regulations, paid over moneys
which they have held for enemies. That deals with (a). Clause (b) protects
them in a wider way. Perhaps it might be modified. We will be ready to
consider any practical suggestion along those lines. Clause (¢) is really a part
of (a). I do not know why they put in “before or after these regulations came
into foree,” unless there was a consolidation in 1943. Usually it applied back to
1939. There was no property turned over before the war in 1939. If it is
agreeable to the committee to allow the matter to stand—Mr. Henry is here—
we will be glad to consider the points raised and see what we can do. Would
any member of the committee care to make any important suggestion?

Mr. FLemine: I appreciate Mr. Coleman’s willingness to consider this mat-
ter. I do not want to anticipate any discussion that we might wish to have on
these sections. I think section 27 will have to be considered.

~ The Wrrness: Yes, I think section 27 will have to be considered along with
1t; and I confess in section 36—

Mr. Creaver: Shall we carry section 7 and deal with Mr. Fleming’s point?

Mr. FLeminG: There may be an amendment to 7(b); possibly not to (a),
but to (b) or (e).

Mr. Creaver: I judge from your remarks that your point could be ade-
quately covered by an addition to section 27.

Mr. FLemine: That may be; but I think it will be necessary to leave seetion
7 to be considered by Dr. Coleman and Mr. Henry.

The Vice-CaAmrRMAN: Section 7 will stand,
Section 8: ‘““Appointment of inspector.”

’I}’Ir. Burron: In (¢) I notice the words “the commencement of the present
war.” You let that one stand before—the one dealing with the commencement
of the present war— (k) of the first section.

The Wirness: That was the definition section.

Mr. Burton: Consequently, if there should be any change in the other you
have to make the necessary change here.
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The Vice-CramrmaN: No, I doubt that very much. « (k) is the definition of
the commencement of the war, while this deals with that section as it might be
revised or amended.

Mr. FLemiNG: Are you going to call these in order. I was going to ask a
question about (f).

The Vice-Cuamman: Shall (a), (b), (¢), (d) and (e) carry?
Carried.

Mr. FLeming: The power is given the Secretary of State in writing to appoint
an inspector to inspect the affairs of a person, firm or company or the administra-
tion of the property. I was wondering how often it has been necessary to use
that power and if reports were made in all such cases, and in what form, and
how the reports were kept. ‘

The WirNess: It would depend on the individual file. As far as the office
is concerned we are quite willing that they be deleted, and I think they are amply
covered by (a), (b), (¢), (d) and-(e).

Mr. FrLeming: This provision applies to the cases in 8(f) inclusive in any of
these cases: ‘‘the Secretary of State may appoint an inspector.” My opinion
perhaps, bears on the use of the section rather than the terms of the section itself.

The WirNess: We have appointed a great mumber of inspectors, and if
when a report is received it appears necessary to appoint a controller or super-
visor, that has been done. As I say, they were related mostly to the very early
stages of the war when there were suggestions that certain firms had substantial
enemy interests, and in the great majority that provision did prevail and nearly
all controllers were then appointed and some of them are still acting.

Mr. Fraser: May I ask a question Mr. Chairman? In the case of a person
not being satisfied with the inspector or whatever they call him, the supervisor,
is there any chance of having that party changed?

The Wirness: Well, he would have the right, if he held enemy property, to
apply under section 27 (2) to have it declared by the court as non-enemy prop-
erty and we would not interfere.

By Mr. Fleming: ; .

Q. Well, what would happen in the case of an individual or firm or company
who might feel the inspector himself was not a suitable person and was not con-
ducting himself properly?—A. Well, in no case that I can recall have the people
concerned made the slightest objection to the inspector. In fact some of them
have been very grateful for his help.

Q. Mr. Chairman, perhaps it is not like me to object to having powers
which are not broad but in line 32 I raise such a question. The secretary of
state may appoint an inspector to inspect any business to ascertain “whether
the business is carried on for the benefit or under the control of an enemy or
enemy subject.”—A. We would like to delete the words “enemy subjects.”

Q. I suppose there must be very few cases now where new discoveries would
be made.—A. It was mentioned in my preliminary statement the other day and
we are not completely able but we are beginning to get a little access to the
records of business concerns in Germany to verify or perhaps disprove the
explanations made to us by agents of Canadian enterprises in that country.

Q. That brings me to my question. This would only apply to the extent
where business is carried on at the present for the benefit or under the control
of an enemy. What about the case, if it is found now, that during the war the
business was carried on for the enemy but it is not so carried on to-day. We will
say it has either been transferred, the ownership has been transferred, or the
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company has not been funetioning latterly. Would it not be well to provide
in broader terms for the company which has been carried on for the benefit of
or under control of the enemy.—A. The enemy interest was vested under
section 21.

Q. There is a similar expression elsewhere in the regulations, for instance 11
(2). You have the same expression on page 7, line 13, and again in section 15,
clause 1 on page 8, line 25.

The Vice-CramMan: Well, Mr. Fleming the suggestion is three words in
subsection 1 and 2, lines 33 and 34, and in one case in 37 and 38, be eliminated.
Those words are “or enemy subject”. " Is it agreed?

Moved by Mr. Stewart seconded by Mr. Fraser those words be struck out.
Agreed?

Agreed.

Subsection 2, the inspector’s authority.

Carried.

Section 11, shall it carry?

Carried.

Section 12, appointment of controller by court.

Mr. FLeminGg: Mr. Chairman, in this one, at line 34 “there is power for the
secretary of state to apply to the same court within the province wherein the
said person owns property or carries on the said business or trade have juris-
diction to appoint a receiver or liquidator”.

I would like to ask first if it is necessary to resort to this power very often,
and secondly whether the regulation is clear enough, what the effect would be
on property located in other provinces than that in which the court has
jurisdiction.

The Wirness: I can only recall one appointment of a controller by the
court and that was in the province of Quebec. It related to very extensive pro-
perties owned by a resident in an occupied country and in that particular case,
I mean there was no suspicion of enemy tie-ups, but in view of the involved
state of this man’s affairs and his very wide interests it was thought expedient to
have a controller appointed by the court. The controller was a gentleman whom
he hall sent out himself immediately prior to the war to represent him, should it
become necessary in order to preserve certain of his assets and real property still
there. We felt that a controller of his own selection or his own executive might
be appointed by the court so that he could apply to the court with respect to
certain of those assets in order to conserve others. That was the only instance,

Br. Mr. Fleming:

Q. Well in that case no question arose about the effect on property in any
other provinece?—A. No, it was all property in the province of Quebec and the
appointment was made by the Superior Court of Toronto.

Q. May I ask, Doctor Coleman, if he interprets this regulation 12 in such a
way that the jurisdiction of the court in which application is made will be
confined to the appointment of _a receiver for property located within the
province?—A. I would think so.

Q. Say for instance a firm had property in the six provinees you would have
to make the application to the courts of all six provinces.—A. Yes.

The Vice-CuamrMAN: Shall rule 12 carry?

Carried.

Gentlemen, may I revert to section 11(2), line 14, it is moved by Mr. Probe

seconded by Mr. Marshall that the words “enemy property” be struck out.
Carried. ‘

Section 13.
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: Mr. ProBE: In connection with 13, Mr. Chairman, I should like to ask
Doctor Coleman if he can give any statistics on the number of times that the
secretary of state has presented a petition.

The WrrNess: We have not had any.

Mr. Prose: Then may I ask has the secretary of state investigated any
alleged cases where this clause might be applicable?

The Wirness: Many.

The Vice-CualRmAN: They have investigated many.

The WrrNess: Investigated many.

By Mvr. Probe:

Q. I recall during the war there was some reference to the sale, by a very
large nickel corporation, of interests in Petsamo, Finland, to an enemy corpora-
tion or an enemy government. Now on the surface, a deal of that nature would
constitute trading with the enemy. —A. It does not come within the scope of
the regulations.

Q. Wherein does it differ>—A. The regulations apply but now you have
said there has been a sale to an enemy. I know only what was reported
in the House of Commons and to the members at that time. Was it not the
Falconbridge nickel company?

Q. I thought it was International Nickel—A. It was sold to the govern-
ment of the USSR, which was of course not an enemy. I think what you had
in mind is this. It was characterized by the Times as a very stupid statement
by the president of the company or some officer of the company.

Q. It was in the annual report.—A. Yes, that they had property in Finland
at the time, and Finland was at war but had not been interfering with their
property and they rather congratulated the shareholders.

Q. I recall it that way.—A. There was no suggestion there was any act
on the part of the Canadian company to turn over the plant to the enemy. He
simply made what I would call a very foolish statement, that is the term I
would use. The statement was to the effect that the enemy, although they
had control of it, had not destroyed the assets of the company.

Q. A satisfactory arrangement had been entered into?—A. I do not think
it went that far. :

Q- You do not think so? As I recall the annual report it raised a big
query in my mind, although I was not thinking in terms of this bill at that
time. You would say however, that what took place did not contravene section
13.—A. If the Canadian company had entered into a transaction or contract
with the enemy that would ﬁave been an infringement of .the trading with
the enemy regulations. I recollect, and again I am subject to correction on
examination of the records, that it was foolishness. That was what you might
term it.

Q. Indiscretion?—A. I think they went a little further than indiscretion.

Q. I do too—A. They congratulated the shareholders of the company
on the fact that the enemy had maintained their plant intact although they
were presumably using it for the productions of materials with which to wage
war.

The Vice-CramrMan: I think he wanted to build up the assets of this
company. _

The Wrrness: After Finland made the treaty with Russia, and Russia
occupied that area, Russia made a contract as I recall it with the Canadian
company and they acquired the property. _

Mr. Proe; Then, in so far as the secretary of state was concerned, it
was a bona fide transaction and did not involve dealing with the enemy.
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The Wirness: It did not.

The Vice-CuHAairmaN: Mr. Stewart, did you have something to say to us
about fish oil?

Mr. StewarT: I do not think it comes in there.

The Vice-CrairmaN: Shall section 13 carry.
Carried.
Section 15, the appointment of controller.

Mr. FLeming: Mr. Chairman, under subsection 1, I draw attention to the
fact there is very wide power given to the secretary of state where it appears
to him that “the business is carried on within Canada by any person wholly
or mainly for the benefit of or under the control of an enemy. The secretary
of state may make an order either:— (a) prohibiting such person from carrying
on business except for the purposes and subject to the conditions if any specified
in the order, or (b) requiring the business to be wound up.” Now again that
provision may have been required in time of war to meet the urgency of
conditions then existing. I wonder whether the power should be continued in
peace time. It is a very drastie power to confer on an official, the right to just
step and prohibit somebody from doing business and require that the business
be wound up. Now I am not suggesting for one minute this power would be
used arbitrarily or improperly but it is a thing we have to consider in legis-
lating. I raise the question now as to whether or not that power should not
be transferred to the court on application by the secretary of state or the
custodian. It seems to me in time of peace it is a power much broader on
the face of it, than can be justified.

The Wirness: Well that might still apply but I do not think it is likely
to be invoked. Its purpose was for speedy action. If we got some information
from Germany and made application to the court, quite likely some assets would
disappear while the proceedings were going on. I think the department is
willing to place themselves in the hands of the committee.

The Vice-Cramrman: It is a protective measure as far as the assets are
concerned.

Mr. FLeming: What Doctor Coleman has said might be justification for
power to suspend, the carrying on of business by an individual but I do not
think it should be sufficient to put him out of business and require the business
to be wound up without reference to anybody. It is putting that power in the
hands of the custodian.

The Wrrness: As I have said, if the committee will let this stand I will
see what we can do with it over the weekend. I do not want to make a snap
judgment that it might not be needed but we would be disposed to the suggestion
of the committee to delete some items which might not be suitable to the
committee.

The Vice-CHamrmaN: That will stand.

Mr. RinFreT: Another thought has arisen in my mind. This definition of
“enemy” seems to include only those presently our enemies due to the war but
this Act may want to continue after we are not officially at war with the countries
we are assuming are enemies. It just occurred to me that point might be
considered in order to include those countries who were enemies during the
war after a state of war has ceased to exist.

The Wirness: You would have to make new regulations in accordance
with the treaties of peace or whatever statute is made then.

Mr. Fueming: As I understand it, the intention is, and it is so indicated

by section 3 of the bill, to provide separate regulations to deal with propert
after peace has been ratified. ! L
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The Wirness: We will have to.

Mr. Rix¥rer: You are quite satisfied with that position?

The Vice-CHAIRMAN: Section 16. :

Mr. FueminG: Just before you come to section 16, I wonder if Doctor
Coleman would include in his consideration of section 15 over the week-end,
clause 11. “The secretary of state may from time to time prepare and publish
in the Canada Gazette lists of the persons as to whom orders have been made
under this regulation.”

The Wirness: I would be prepared to change it to “shall” in the first line.
I think it was worded in that way for security reasons. I think that was the
purpose.

Mr. FreminGg: We could change that now.

The Vice-Cuammax: Rule 16, cancellation of contract.

Mr. FLeminG: I do not want to be doing all the talking.

The Vice-CHairmaN: Doctor Coleman advises me, Mr. Fleming, before
you go on, that there is a modification in that section.

The Wirness: This is our proposal for section 16:—

16. W-here, on the application of the secretary of state, it appears
to a judge of the Exchequer Court of Canada that a contract entered
into prior to or after the commencement of the present war with an
enemy or with a person in respect of whose business an order has been
made under regulation fifteen of these regulations is injurious to the
public interest, the judge may by order cancel or determine the contract
either unconditionally or upon such conditions as he deems proper.

We are proposing to delete 16 and substitute what I have just read to you.
The idea there was to substitute “court” for “the minister”..

Mr. FLeminGg: That amendment meets the point I was going to raise.

The Vice-CHamrMmaN: To bring it before the meeting, it is moved by Mr.
Fleming, seconded by Mr. Golding, that the amendment as read be substituted
for 16. :

Mr. Fremineg: May I ask Doctor Coleman about the last clause of
section 16 which is not carried over. “And thereupon such contract shall be
deemed to be cancelled or determined accordingly”.

" The Wirness: We are agreeable to have those words added.

The Vice-CHaRMAN: Is it agreed?

Carried.

Section 17, notice to enemy.

~The Wrrness: That is a necessary provision. There are companies with
enemy shareholders or with shareholders residing in enemy territories and they
could not hold their meetings unless they had some authority to direct their
statutory notices to the custodian.

Mr. FLeming: Has it been the practice of the custodian to endeavour to
communicate to persons under such circumstances.

. The Wirness: Now that postal communications are restored to most of
the countries we direct the company to send the notices in the usual way. There
are, however, still areas where there as no postal facilities that I know of, such
as Japan and in some areas of Germany.

The Vice-CuAamrMAN: Shall section 17 carry?

Carried.

The Vice-CuamrmAN: Shall section 18 carry?

Carried.

The Vice-CHAIRMAN: Shall section 19 carry?
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Mr. Burron: May I ask Doctor Coleman under what eircumstances would
the secretary of state exercise the power given to him here.

The Wirness: Well there have been very few cases of that and I think
I can only remember one where we did allow the company to retain an Italian
director for a considerable period.

Mr. Burron: Here it says “except by leave of the secretary of state”.
Apparently the secretary of state has the power to say that someone might act
as a director.

The Wirness: Yes, but as I say, I can only recall one case where there
was a very large board and there had been an Italian who had founded that
particular business and they allowed him to remain on the board because there
were eight others who could perform functions. It subsequently developed,
I may say, at the end of the war, we received information from certain British
authorities that the Italian in question had been an anti-Fascist.

Mr. ProBe: Did you have that information at the time the decision was
made?

The WirNess: No, we did not, but he was only one of eight and he could
not attend and there was a quorum to carry on.

The Vice-CHAlRMAN: Shall section 19 carry?

Carried.

Section 21?

Mr. RiNrrer: I am sorry I could not attend the first meeting where the
vesting of the enemy property was discussed. Does the word “enemy property”
cover the case of a company incorporated by persons who are not enemies, within
the meaning of the Act, operating in a country which is not presently at war
but which becomes at war and the territory is oceupied at a later date.

The Wirngss: Yes, it would apply if the company is incorporated in either
enemy territory as defined in regulation 1 or in proseribed territory, the
definition (c).

The Vice-CHAIRMAN: Page 2, Mr. Rinfret. -

By Mr. Rinfret:

Q. Yes, but suppose a Canadian incorporated a company in Holland before
it was occupied by Germany. The office of the company, the head oﬁce moves
ahead of the Germans and the head office is never in occuped territory.—A. You
mean it is a Duteh corporation.

Q. One which was incorporated in Holland and Holland was not at war
at that time and its territory was not occupied by the enemy.—A. I know. And
this company under the law of the incorporating country, whlch is Holland,
has effectually transferred its head office to—

Q. Paris. And before Paris was occupied, to Portugal—A. Well, it would
not come under this, would it? ‘

Q. I do not think so, but your department seems to think so.—A. Well in
connection with the case you have in mind I do not think you really
appreciate our point but I could not say offhand without refreshing my memory
and looking at the file.

Q. T would like to look at the file with you.

The Vice-CuamrMan: Shall rule 21 carry?

Carried.

Section 23, real estate. /

Carried.

Section 24, patent copyrights, trade mark or demgn I believe this was the
section you referred to Mr. Stewart.

88260—2 ’
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Mr. StewarT: I think I gave you a pretty good outline at our last meeting
of the matter I have in mind. There is some information I would like to have.
It was in connection with a patent which exists at the present time in Norway for
the refining of fish oil and it is used in the canning of sardines and that sort of
thing. I cannot say whether the information I have is correct and I was hoping
to get some confirmation here. I remember that a short time ago, a year ago,
the Honourable Henry Wallace made a statement and he said that scientists
from England, Russia, and the United States had carried on an investigation
in Germany and were bringing back to their respective countries hundreds of
new inventions covering processes practieally unknown heretofore outside of
Germany, and that these new processes and inventions would be the basis
- for starting new business enterprises in our countries. This oil today is being
offered for sale in Canada even with the great shortage of oil that is worldwide
to-day. Now as I stated the other day there is only ten per cent of the fish oil
of the world produced in Norway. Ninety per cent of the fish oil in the world
is being used for other purposes not nearly as essential as food. I believe in this
country fish oil is used in the manufacture of cheap paints and so on. Now, if
we had that patent for the refining of fish oil it would be a very great help to the
canning industry in Canada. I do not know how many other industries it would
affect but it would be of great benefit to the fish industry in Canada. The
question T would like to ask is this. Is there any reason why these patents
should not go to the allied nations? Why should one country monopolize a
German patent?

The Vice-CHamrMAN: I think Dr. Coleman can give you an answer.

The Wrrness: This question was raised in February. We have had com-
munication with the Department of Finance and a search was made, first in
our own records and there is no patent in Canada covering this Norwegian fish
oil and its process. I have a note from the commissioner. ;

A search of our records fails to disclose any patents to a resident
of Norway or Germany since 1930. I have also searched the issues of the
Bibliography of Scientific and Industrial Reports issued by the office of
technical services, United States Department of Commerce without finding
anything. The reports referred to, contain technical information received
from civil and military agencies of the United States government and
co-operating foreign governments. Many of the reports cover information
captured in enemy countries.

T am writing the officer in charge of patents in the United States Alien
Property Custodian’s office for his assistance in locating the process and
on receipt of his reply will notify you.

And then the commissioner writes to us further on the 10th of March.

Further to my letter of February 18, 1947, respecting Senator A. N.
MecLean’s enquiry re fish oil treatment I am now in receipt of a letter
from the United States Office of Alien Property in which they suggest
that United States Vested Patent No. 2,021,562 may be of interest. This
patent was granted on November 19, 1935, to Dietrich Hildiseh, Oslo,
Norway, for Process of Improving the Taste of Hydrogenated Oils. The
United States Official Gazette shows that a patent was applied for in
Germany on January 5, 1932, Fish oils are specifically mentioned in this
patent.

A search of our indexes under the name of Hildisch does not disclose
a corresponding Canadian patent.

From the point of view of the custodian’s office, there being no patent in
Canada, and from the point of view of the Patent Office, there being no patent
in Canada, it is not a matter with which we have to deal. Now, if it were a
German patent, an enemy patent in Norway, as Norway is a party to the Patent

.
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Accord which was signed last summer or last autumn, under which enemy patents
are dedicated to the public it would be a different matter. Now the first point
is that there is no patent in Canada. Therefore, if anyone acquired the knowl-
edge of the process and proceeded to manufacture this oil, the Norwegian holder
of the patent could not bring an action for infringement because he was never
protected himself by patenting the process under Canadian law.

Mr. Stewarr: 1 would like to know whether it is a German patent or a
Norwegian patent?

The Wirxess: I beg pardon? y

Mr. Stewart: Is it a German patent or a Norwegian patent?

The Wrrness: Well according to the only trace we can find there is a
patent in the United States by a man in Norway and it would appear therefore
that it is a Norwegian patent but they have never applied here.

Hon. Mr. Gisson: They also said he applied for a patent in Germany.

The Wirxess: But when we are referring to German patents we are refer-

ring to patents owned by Germans and which are being used by countries which
are members of the Accord.

The Vice-CHamrMAN: I trust that will give you the information you wanted,
Mr. Stewart.
The Wirness: I may also say the commissioner of patents will be very

glad to show a copy of the United States patent. We have got a copy of the
United States patent.

Mr. GrapstoNe: I do not know if the question I would like to ask has any
relevancy. What I have in mind is the property of Canadians who were located
in countries overrun by the enemy as for instance Singapore, overrun by the
Japanese, where property of Canadians was destroyed. I understand in such
cases details of the destroyed property were filed with the custodian and I am
wondering what the situation is with respect to probable settlement.

The Wrrness: Well that is not a custodian matter, Mr. Gladstone. There
being no other agency of the government with facilities, the custodian was
instructed at’the beginning of the war and it is provided here, to record the
detaild. The first point is when the treaties of peace are made with the enemy
who presumably destroyed the property, it will rest with those who negotiate
those treaties to determine whether the enemy will be required to make repara-
tions for damages done to the property of allied citizens and their country. After
that is done it will rest with the countries which execute the treaty to determine
what machinery will be set up to deal with the claims. I think you will see by the .
report which was submitted and placed on the table of the House of Commons
that the recorded claims vastly exceed in amount the enemy property in Can-
ada. There will have to be set up some machinery to deal with that and it will
not be a custodian matter at all. The government will have to consider whether
they will set up a body authorized to examine those claims in order to see what
will be presented to the enemy, and, after that, what amount can be collected.
It does not, however, touch the work of the custodian.

Mr. GrapstoNE: There is a machinery here for recording.

The Wirness: There is machinery for recording. It is under section 45
which the committee has not reached.

The Vice-Caamman: Will you make a note of that, Mr. Gladstone?
Shall section 25 carry?

Carried.

Mr. Core: Mr. Chairman, this section 25 seems to have lost its purpose in
the light of section 21 which we have passed. Would the judgment or the ruling

of the exchequer court be retroactive? Section 21 (1) says, “all enemy property
88260—23 ~
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is hereby vested in and made subject to the control of the custodian whether
or not the property has been disclosed to the custodian as required by these
regulations.” Now, if the exchequer court decides that any such property is
owned by an enemy what would happen if any transaction or dealing may have
taken place since the entry into force of the regulations and until such judgment
is rendered.

The Wirness: I think it has never been resorted to. Section 21 is dealing
with enemy property and gives the power of applicants to apply to exchequer
court in cases of suspicion but it has never been invoked.

Mr. FreminGg: Do you need the power?

The Wirness: I think we do need it, but the departmental officers are
inclined to think we might agree to delete it. It has never been applied.

The Vice-CrairMAN: Do you wish it struck out?

Mr, Cote: I do not see any purpose if it has never been used.

The Vice-Cramrman: Moved by Mr. Cote, seconded by Mr. Rinfret that
section 25 (1) and (2) be struck out.

Carried.

Mr. Core: Then passing to the next section, Mr. Chairman. This point
should have been raised by me under section 21 and 23. What happens if the
business operated between the entry of the regulations and the date of dis-
closure of the owning of any such property by an enemy.

The Wrrness: I do not quite get your point, Mr. Cote, I am sorry.

Mr. Core: Well, this refers to the point which I think should be discussed
with regard to section 25. I know I am out of order, but as a matter of informa-
tion “all enemy property is hereby vested in and made subject to the control
of the custodian whether or not the property has been disclosed to the custodian
as required by these regulations”.

What happens with bona fide third persons who happen to deal with agents
or proxies of enemies owning any property in Canada in that interval.

The WirNess: We have never had an instance.

Mr. FLemina: I suppose, Mr. Chairman, the vesting took effect in any event
from the date the regulations came into effect. You did not have to wait for
an order of the court. This is an additional power under section 25 if the
property belongs to, or if it is enemy property within the regulations, it was
vested automatically on the date the regulations came into effect.

The Wirness: Yes.

The Vice-CHAIRMAN: Are we agreed on 257

Carried.

Shall section 26 carry?

Carried.

Shall section 27 carry?

Mr. Fueming: That had better stand.

The Vice-CHAIRMAN: Section 27 will stand.
Section 287

By Mr. Rinfret: :
Q. Mr. Chairman, in connection with this, if a bank decides what they
hold is enemy property does that make it enemy property? If a bank is holding
gome property which, in its judgment, it decides is enemy property, does that
make it enemy property >—A. Enemy property is defined. \
Q. Yes, but would the person who holds the property or manages it, decide
whether it is enemy property?—A. Well he has to interpret the Act in the same
manner he would have to interpret any other duty imposed upon him by law.
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Q. If he does decide that it is enemy property and then afterwards decides
it is not: enemy property what becomes of the proceeds from any sale that
might have arisen in the meantime?—A. Well I presume the custodian would, if
it is decided that it is not enemy property, return what he gets as proceeds.

Q. Then, in the meantime if some of the property has been dissipated what
happens?—A. What do you mean by that, that it has been sold?

lQ. Well we have given to the custodian all the rights to this property.—
‘. o 43

Q. Now if between the moment the bank decides it is enemy property and
vests it with the custodian, the custodian goes along and sells some of the
property and afterwards it is decided it is not enemy property, what recourse
is there for the man who has seen his property sold by the custodian? What
is his relief?—A. Well he would be entitled to whatever relief would be given
by the court, in the same fashion as anyone else.

Q. By the fact the bank has decided it was enemy property he would
have to go to the courts—A. Yes, well if the bank acted otherwise than in
good faith and in accordance with the law he would have any rights of action
for damages that were open to him under the law.

Q. That seems a pretty wide power to give a bank or any person who holds
or manages.

The Vice-CramrmAaN: You are not giving power to the bank.

Mr. RinrFrer: You are giving the power to any person who holds or manages.

The Wirness: You are imposing power, you are not giving power.

Mr. RinrreT: They have to decide whether it is enemy property or not.

The Vice-Cuarman: They have to get advice from the legal department.

The Wirness: Yes, if they had any doubt. 3

Mr. Fueming: That brings you back to section 7 does it not?

Mr. Core: Yes, that is right, what would be the effect of section 7?

The Vice-Crammax: That one is standing at the present time.

Mr. RinFrET: Section 7 is standing is it?

The Vice-CrarMan: Yes. We will go on to 28. Shall section 28 carry?

Carried. .

Shall section 29 carry?—payment of moneys to custodian.

Carried.

Section 31, payment of bearer securities, shall that section carry?

Carried,

Section 32, shall that section carry?

Carried.

Shall section 33 carry?

Carried.

Section 34.

Mr. Fueming: Mr. Chairman, there is a point raised in the third clause of
this section which deals with the currency which is paid to the custodian, “where
any money is payable or becomes payable to any enemy by contract, law or
custom or in any other manner in other than Canadian currency, it shall, unless
the custodian allows or directs otherwise, be paid to the custodian in Canadian
currency at the rate of exchange equal to the average cable transfer rate pre-
vailing in Canada during the month immediately preceding the commencement
of the present war.” The question is, what rate is the prevailing rate? This
provides that the rate at which money or currency is to be translated into Cana-
dian currency is at the rate of exchange equal to the average cable transfer rate
during the month immediately preceding the commencement of the present war

/
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or at such rate as may be fixed by the Foreign Exchange Control Board. Now I
assume that the first part of that has not been applied for a good many years
now, and that the Foreign Exchange Control Board has been fixing a rate from
time to time.

The Wirness: Well, practically all debts which were due to the enemy have
long since been paid and they were cleared at this rate of exchange as provided
here, a rate of exchange equal to the average cable rate of exchange prevailing
in Canada.

Mr. FLeminG: Does that provision serve any useful purpose in 19472

The Wrrness: I think we still might run across an old debt and one of our
problems was the situation regarding the rate of exchange. I think it is necessary.

Mr. Fueming: What rate has the Foreign Exchange Control Board been
applying in more recent transactions?

The Wirness: Well T would have to inquire about that.

The Vice-Cuairmax: Have you any particular country in mind with your
question? ' p

Mr. FLeminG: No, but it would be very difficult to strike a rate on some of
thpse currencies.

The Vice-Cramman: I would judge that it is safeguarded in that para-
graph. I will have to trust to the controller.

Will we pass on to section 34?

Carried.

Shall section 35 carry?

Carried.

Shall section 36 carry?

- The Wirness: That was the one that was standing along with 27.

The Vice-Cuairman: Oh yes, section 36 shall stand. Shall section 37
carry?

Carried. . .

Section 387

Mr. FLeming: Mr. Chairman, on section 38. The minister, when the ques-
tion of the disposal of the Japanese property was up in the House, said that no
further real estate owned by persons of the Japanese race in Canada, in which
they had an interest, would be disposed of without their consent.

The Wirness: That applies to people of the Japanese race.

Mr. FLemiNG: Yes.

The WirNness: The evacuated Japanese.

Mr. ProBe: Has the present custodian power over the Japanese Canadian?

The WrrNess: Yes, but it is not under this bill, it is bill 104.

Mr. FLeming: But bill 104 applies to the custodian “mutatis mutandis” the
regulations under this schedule. -

The Vice-CuHaRmMAN: Shall section 38 carry?

Carried.

Section 39.

Carried.

Section 40.

Carried.

Section 41.

Carried.

Section 42.

Carried.

' Section 43.
Carried.
Shall section 44 carry?
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Mr. Freming: Mr. Chairman, 44 is-the section preseribing the fee that may
be charged by the custodian that may not “exceed 2 percentum of the value of the
property including the income therefrom”. I would like to ask what variations
there have been from that maximum of 2 per_cent. I am not asking for it in
detail now but it might throw some light on the wisdom of continuing that
particular form.

The Wirness: I think there is a provision exactly similar to that in the
United Kingdom. I think it is 3 per cent in the United States. It was not
collected with respect to property of British subjects, Canadian and other
British subjects residing in parts of the British Commonwealth which might have
been invaded. :As you well know, for five years the Channel Islands were under
the control of the enemy. Similarly, Singapore, and certain parts of the far
east. That is no charge was made with respect to those people who had been
under the protection of the Union Jack or its local equivalent when their country
or a particular area was overrun by no fault of theirs. In respect of British
subjects who had elected to live in a foreign country which happened to be
overrun the general rule is to charge approximately one per cent. :

The Vice-CHamrMAN: Shall section 44 carry?

Carried.

Mr. FLeming: Well the second clause there, Mr. Chairman, provides that
“the custodian may employ such part of the property vested in him or the
proceels therefrom as may be necessary the expenses incurred in'the adminis-
tration of these regulations”. T do not want to ask any questions about that
but it is just this sort of thing that we will have to watch in our review of the
accounts later because these accounts have been outside the scope of public
accounts entirely. The custodian under this provision was asking his own fees
and expenditures, '

The Vice-CHairman: Yes, well our reference is broad enough to eover that.

By Mr. Rinfret:
Q. Am I correct in saying this 2 per cent is charged on all properties vested
in the custodian whether it is declared lafer on that it is not enemy property?
b—A. If it were declared later not to be enemy property it would not have to
e paid.

Q. The Rothschild case in the Supreme Court decided against that. They
deceded that Rothschild was responsible for 2 per cent even if his property
was not declared enemy property.—A. Well T would not go quite that far.

Q. It is not the custom of the department to charge it when it is not
declared enemy property.—A. No.

The Vice-CHamrman: Shall section 45 carry?

_ Mr. Fueming: There is one line that bothers me, “the action of the custodian
will be confined”. That is odd language. :

The Wirness: That was just to make it clear that he just has to keep the
record. T think the intention was to make it quite clear that he was not, by
recording, admitting any liability.

Mr. Fueming: Well, should it not be imperative?

The Vice-Cuamrmax: It is, practically.

Mr. FLeming: Do you not think it should be “shall”?

The Wrrness: We will be quite willing to accept “shall”.

The Vice-Cramrman: Moved by Mr. Fleming, seconded by Mr. Winkle
that the word “will”, in line 38, shall be cha.ngetfg to “shall”. / ;

Shall section 46 carry?

Carried.
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Shall section 47 carry?

Mr. ProBe: With respect to 47, I presume that when this clause became
effective, that is when war was declared there was some opportunity for persons
who had claims for passage for relatives to record their claims against German
transport companies.

The Wrirness: That is precisely the point I raised the other day in connec-
tion with the Hamburg-American line and the North German Lloyd, and I then
pointed out these ticket offices, principally in Montreal and Toronto, were
mere agents for the collection of money and they remitted payments which they
took in each day to the New York office of the German lines. When the
custodian came in, all they had was a lease of the premises and a few odd
sticks of office furniture which was not sufficient to pay the rent and claims
for wages. Well, in most cases they did have enough to pay the rent and
wages and under the Bankruptey Act we did make some representations to the
Alien Property Custodian in the United States concerning these Canadian people
who had prepaid their money for passages and he pointed out that under an
Act of Congress he was precluded from entertaining claims-from persons outside
the United States. I have since heard unofficially that the custodian’s staff in
Washington is trying to obtain legislation which would enable them to deal with
claims of that nature.

Mr. ProBe: As far as your department is concerned you were willing and
are willing to'entertain a record of the claims even beyond the thirty days
prescribed under the Act.

The Wirness: Yes.

The Vice-CuArRMAN: Shall section 50 carry?

Carried.

Section 51.

Carried.

Section 52.

Carried.

Section 53.

Carried.

Section 54.

Carried.

Section 55.

Carried.

Section 56.

Carried.

Section 57.

Carried.

Shall section 58 carry?

- Mr. Fueming: Mr. Chairman, the shifting of the onus of proof here to
the person claiming an interest in the property gives the custodian an advantage
and I think we should have some evidence of substantiating the need of- this
in time of peace.

The Wrrness: I think this is really more important now than in time of
war because the claims are only beginning to come in. People are claiming
this property was not enemy property at all and it is really owned by someone
in a neutral country and I would think the only way you could deal with it is
having them substantiate the fact that it is Swiss property or Portuguese
property and not German.

The Vice-Cuamman: Shall section 58 carry?

Mr. Freming: How about subsection 2?
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The Wirness: That is evidence that they submit in respect to making an
application or petition. They shall present certified copies or photostatic copies
to satisfy us that it is not enemy property. The idea was those should be on
the file for the future if any question ever arose about it.

The Vice-Cuamman: Shall section 58 carry?

Carried.

Section 59,

Carried.

Section 60.

Carried.

Section 62.

Carried.

Section 63.

Carried.

Section 64.

Carried.

Section 65.

Carried.

Shall section 68 carry?

Mr. FLeminG: 68, Mr. Chairman, why is that required now?

The Wrrxess: I will have to look into that, if it might stand over with the
others.

The Vice-CHARMAN: Section 68 will stand.

Shall 69 carry?

Carried.

Shall 70 carry?

Mr. FueminG: Is it desirable to designate the regulations in that form now
that the statutory provisions take effect?

The Wirness: I think section 70 could stand, we would like to talk that
over,

The Vice-CrameMaN: Gentlemen, shall we adjourn until this afternoon at
4.00 o’clock or will we carry over and give Doctor Coleman an opportunity of
reviewing these sections?

Mr. FLeming: Doctor Coleman suggests he might have the weekend.

‘Mr. Stewarr: I suggest Tuesday morning.

Mr. FLemiNG: At our next meeting, Mr. Chairman, we were going to confine
ourselves to the sections that are being held over and start on these other matters
afterwards?

"The Vice-Cramrman: We hope to do both.

Mr. FLeminG: I was wondering if it would not be better at the next meeting
to finish up the bill and at the next following meeting we could be prepared to
discuss the other matters.

The Vice-Cramman: I suggest we clean up the schedule.

Mr. FreminG: Yes, but I was thinking our next main task is the reviewing
of the accounts of the custodian and I would think we might save time if the
steering committee met and discussed that point. We could easily waste a lot
of time on that kind of an enquiry. My suggestion would be at the next meet-

ing we clean up the schedule and the bill, and the steering committee might plan
the next phase of our program.

The Vice-CrameMaN: That is what I had in mind. We will follow that
procedure. :

The meeting adjourned at 1.10 p.m, to meet again next Tuesday May 6.
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REPORT TO THE HOUSE
Tuespay, May 6, 1947.
The Standing Committee on Public Accounts begs leave to present tho
following as a

Tuirp REPORT A -

Your Committee has considered Bill No. 22, An Act to continue the Revised

Regulations respecting Tradmg with the Enemy (1943), and has agreed to
report it with amendments.

A reprint of the said Bill has been ordered.

All of which is respectfully submitted.

- GORDON B. ISNOR
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MINUTES OF PROCEEDINGS
Tuespay, May 6, 1947.

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

Members present: Messrs. Burton, Boucher, Cleaver, Cockeram, Cote
(Verdun), Cruickshank, Fleming, Fraser, Gladstone, Golding, Hamel, Harris
(Danforth), Isnor, Jackman, Johnston, Kirk, Marshall, Pinard, Probe, Stewart
(Winnipeg North), Stuart (Charlotte), Warren, Winkler.

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

The Committee resumed consideration of the Schedule to Bill 22, An Act
to continue the Revised Regulations respecting Trading with the Enemy (1943).

Paragraph 1: On motion of Mr. Golding, subparagraph (k) was amended
by the addition of the following words after the word enemy in the last thereof:

; and for the purposes of this Regulation the war between His Majesty
and the German Reich shall be deemed to have commenced on the second
day of September, nineteen hundred and thirty-nine.

Paragraph 1, as amended, was adopted.

Paragraph 6: On motion of Mr. Golding, subparagraph (2) was amended
by the deletion of the words the Secretary of State or in the second line thereof.

Paragraph 6, as amended, was adopted.

Paragraph 7, on motion of Mr. Golding, was deleted and the following

substituted therefor:
7. No person shall be liable for any act or omission in the exercise

or performance or purported exercise or performance, in good faith and

on reasonable grounds, of any power, discretion, authority or duty
conferred or imposed by or under these Regulations. B
Paragraph 15: On motion of Mr. Fleming, subparagraph (11) was amended

by the deletion of the word may in the first line thereof and the substitution
therefor of the word shall.

On motion of Mr. Golding, paragraph 15 was further amended by the
addition of the following:

(14) Notwithstanding anything in this Regulation, where the
Secretary of State has made an order under this Regulation, any person
affected by the order may, within fifteen days from the day on which he
receives notice of the order, apply to a judge of the Exchequer Court of
Canada or of a superior court in the province in which the business is
situated, to review the order and the judge may thereupon confirm or
set aside the order. .

Paragraph 15, as amended, was adopted.
53
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Paragraph 27: On motion of Mr. Golding, subparagraph (2) was deleted

and

subs

the following substituted therefor:

(2) Any person may, not less then thirty days after giving the
Custodian notice of his elaim, proceed in the Exchequer Court of Canada
for an order declaring that he is not an emeny and
(a) that the property held or controlled by the Custodian is not subject

to these Regulations and he is the owner thereof or of an interest

therein; or

(b) that he was the owner of property or an interest in property immedi-

ately prior to its vesting in the Custodian under these Regulations;
and if the Court makes such an order, the Court may thereupon direct
the Custodian to deliver the property to the owner or to such other person
as the Court may determine.

Paragraph 27, as amended, and paragraph 36 were adopted.
Paragraph 68, on motion of Mr. Golding, was deleted.
Paragrap.h 70 was adopted. e

The Schedule, as amended, was adopted.

Clause one of the bill was adopted.

On motion of Mr. Golding, Clause two was deleted and the following
tituted therefor:

2. (1) The Revised Regulations Respecting Trading with the Enemy
(1943), set out in the Schedule to this Act, as established by an Order of
the Governor in Council made under the War Measures Act on the
thirteenth day of November, nineteen hundred and forty-three, and
continued in force by an Order of the Governor in Council made on the
twenty-eighth day of December, nineteen hundred and forty-five, under
section four of The National Emergency Transitional Powers Act, 1945,
and amended by an Order of the Governor in Council made on the
fourteenth day of January, nineteen hundred and forty-seven, and by this
Act shall, while this Act is in force, continue and be infull force and effect.

(2) The Revised Regulations Respecting Trading with the Enemy
(1943) shall be read and construed as if the following provisions had been
duly enacted as amendments thereto to take effect from the commencement
of this Act:

(a) Paragraph (k) of Regulation one is amended by adding
thereto the following:
; and for the purposes of this Regulation the war between His

Majesty and the German Reich shall be deemed to have com-
menced on the 2nd day of September, nineteen hundred and
thirty-nine;

(b) Paragraphs (¢) and (f) of Regulation three are revoked;
(¢) Section (2) of Regulation six is revoked and the following

substituted therefor:
(2) Any power or duty conferred or imposed by or under
these Regulations upon the Custodian may be delegated by him
to such person or persons as he thinks proper.;
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(d) Regulation seven is revoked and the following substituted
therefor:

7. No person shall be liable for any act or omission in the
exercise or performance or purported exercise or performance, in
good faith and on reasonable grounds, of any power, discretion,
authority or duty conferred or imposed by or under these
Regulations.;

(e) Subparagraphs (i) and (ii) of paragraph (f) of Regulation
eight are revoked and the following substituted therefor:
(1) whether the business is earried on for the benefit of or
under the control of an enemy;

(ii) the relations existing or which have, either before or
after the commencement of the present war, existed between a
person interested in the business and an enemy.;

(f) Section (2) of Regulation eleven is revoked and the following
substituted therefor:

(2) The power of the Secretary of State to appoint a super-
visor under this Regulation shall include a power to appoint a
supervisor of the business carried on by any person for the"
purpose of ascertaining whether the business is carried on for the
benefit of or under the control of an enemy, or for the purpose
of ascertaining the relations existing, or which before the com-
mencement of the present war existed, between such person and
any enemy.

(g) Section (11) of Regulation fifteen is revoked and the follow-
ing substituted therefor:

(11) The Secretary of State shall from time to time prepare
and publish in the Canada Gazette lists of the persons as to whom
orders have been made under this Regulation.;

(h) Regulation fifteen is amended by adding thereto the follow-
ing as section (14):

(14) Notwithstanding anything in this Regulation, where
the Secretary of State has made an order under this Regulation,
any person affected by the order may, within fifteen days from
the day on which he receives notice of the order, apply to a
judge of the Exchequer Court of Canada or of a superior court
in the provinee in which the business is situated, to review the
order and the judge may thereupon confirm or set aside the order.;

(7) Regulation sixteen is revoked and the following substituted
therefor:

16. Where, on the application of the Secretary of State, it
appears to a judge of the Exchequer Court of Canada that a
contract entered into prior to or after the commencement of the
present war with an enemy or with a person in respect of whose
business an order has been made under Regulation 15 of these
Regulations is injurious to the public interest jthe judge may by
order cancel or determine the contract either unconditionally or
upon such conditions as he deems proper and thereupon such

contract shall be deemed to be cancelled or determined
aceordingly.;

(j) Regulation twenty-five is revoked;
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(Ig) Section (2) of Regulation twenty-seven is revoked and the
following substituted therefor:

(2) Any person may, not less than ninety days after giving
the Custodian notice of his claim, proceed in the Exchequer
Co(lin't of Canada for an order declaring that he is not an enemy
an
(a) that the property held or controlled by the Custodian is not

subject to these Regulations and he is the owner thereof or

of an interest therein; or

(b) that he was the owner of property or an interest in property
immediately prior to its vesting in the Custodian under
these Regulations;

and if the Court makes such an order, the Court may thereupon
direct the Custodian to deliver the property to the owner or to such
other person as the Court may determine;

(1) Section (2) of Regulation forty-five is revoked and the
following substituted therefor:

(2) Any person desiring to record such claims or property
may obtain the necessary forms for that purpose from the
Custodian but the action of the Custodian shall be confined to
entering upon the record claims of which particulars are supplied
to him, and it shall in no way commit the Custodian or the
Government of Canada either to responsibility for the correct-
ness of the claim entered or to taking action on the conclusion
of hostilities or otherwise for the recovery of the claim or
property in question.;

: (m) Regulation 68 is revoked.
On motion of Mr. Golding, Clause three was deleted and the following
substituted therefor:

3. The Custodian appointed by the Revised Regulations Respecting
Trading with the Enemy (1943) shall, as soon as possible after the 31st
day of December in each year and in any event within three months
thereof, prepare an Annual Report of the affairs and operations of the
Custodian’s Office during the twelve month period ending on the 31st day
of December, and the Secretary of State shall forthwith lay the said
Report before Parliament if Parliament is then in session or within fifteen
days of the commencement of the next session of Parliament.

~ Clause four, the preamble and the title were adopted. .
The Bill, as amended, was adopted and the Vice-Chairman ordered to
report to the House accordingly.
On motion of Mr. Fraser:
Ordered,—That the Bill, as amended, be reprinted.

At 12.10 o'clock p.m. the Committee adjourned to meet at the call of
the Chair.
3 'A. L. BURGESS,
Clerk of the Commuttee.
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MINUTES OF EVIDENCE

House or CoMMONS,
May 6, 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-CuamrMAN: Now, gentlemen, we have a quorum and we will at
once proceed with the business before us. An inquiry was made of me this
morning as to when I thought this bill would be ready to report and, knowing
the members of the committee, and appreciating the manner in which they have
cooperated, I took the liberty of saying that we would report this bill this
afternoon. Mr. Probe, as usual, smiles. My thought is that I at once place
before you the unfinished sections and those which have beent stood over. They
are eight in number, only, so I think I will be able to report the bill unless we
run across some unexpected obstacles. i

Mr. Gouping: Would you give us a list of the sections concerned?

The Vice-Cuammaxn: Yes, paragraph 1, subsection (k); Paragraph 6, sub-
section (2); paragraph 7; paragraph 15; paragraph 27; paragraph 36; para-
graph 68; paragraph 70. ;

Mr. Fleming asked that certain of these paragraphs be stood aside and others
were stood aside in order that Dr. Coleman might give them some study over
the week-end. Shall we take up first paragraph 1, subsection (k).

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

The Wrirness: After consultation: with the officers of the Department of
Justice we proposé that the committee approve, and that the members move,
that we add thereto the following, that is, paragraph (k) of regulation 1 is
amended by adding thereto:—

And for the purpose of this regulation the war between His Majesty

and the German Reich shall be deemed to have commenced on the second
day of September, nineteen hundred and thirty-nine.

The regulations which were first passed under a state of apprehended war
were made applicable from the second day of September. The subsequent
regulations which were passed after war was declared were- likewise made
applicable from the second day of September, 1939, and it would have a rather

gjsastrous effect on the regulations if that amendment were not to be made
ere. . -

Mr. FLeminGg: May I ask why the second of September was chosen?
The Wirness: The day before war was declared.

Mr. Fueming: By Britain and France?

The Wirness: Yes, after the invasion of Poland.

Mr. Fueming: The invasion of Poland commenced on the first of
September.

3 tThe Wirness: Yes, and Britain and France presented their notes on the
rst.

57
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Mr. Fueming: If I may ask, why does Dr. Coleman choose the first?

The Wrrness: I did not choose it, it was chosen at the time and it has been
operating on that basis. I think there was still some hope on the first that there
might be a withdrawal and it was not until the second that it became clear the
invasion was underway.

The Vice-Cuamrman: For the benefit of the latecomers, particularly Mr.
Stewart, I would say that we are now dealing with subsection (k) of section 1,
and an amendment has been proposed by Dr. Coleman to cover the point raised
by Mr. Stewart.

The Wirness: The amendment is, “and for the purposes of this regulation
the war between His Majesty and the German Reich shall be deemed to have
commenced on the second day of September, 1939.”

The Vice-CHARMAN: Is the amendment agreeable? Shall the amendment
carry?

Carried.

The next item is paragraph 6, subsection (2).

The Wrrness: In connection with this matter I have had the advantage
of conferring with the minister and it would be agreeable, if the committee
approves, to stroke out the words “The secretary of state or”.

Mr. Burron: Whereabouts is that?

The Wrrness: Page 5.

The Vice-CHAlRMAN: Yes, page 5.

The Wirxess: Paragraph 2 of regulation 6 is revoked and the following
substituted therefor:

(2) Any power or duty conferred or imposed by or under these
regulations upon the custodian may be delegated by him to such person
or persons as he thinks proper.

That is, any of the powers out of the ordinary under these regulations, provid-
ing for the exercise of such powers by the Secretary of State. It is actually
taken care of by the section of the interpretation Act. The department feels
it is not necessary to have it in any longer.

The Vice-CHamrMAN: Is it agreeable?

Mr. Freming: It does not touch the matter of delegation as far as the cus-
todian is concerned, and while I don’t want to be dogmatic about this, it seems
to me important powers like this, conferred on the custodian, should not be open
to unlimited delegation. I agree that the amendment proposed helps a good
deal, but I think there should have been some limit imposed on the extent of
powers of delegation. .

Mr. Core: Would you have any suggestions to offer?

Mr. Freming: What I suggested when this item was reached at an earlier
meeting was that the power of those delegations should be confined to certain
individuals like the deputy assistant. Actually, as I understand it, the powers of

" the custodian under the regulation have never been exercised as a result of

delegation by more than about two officials.

The Wrrness: Other than the inspectors and so forth,

Mr. Fueming: These individuals derive their powers under other sections
of the regulations and not by delegation under subsection (2) of section 6. Now,
here, unlimited power of delegation is being preserved in time of peace where,
even in time of war, it was not necessary to have the power of delegation extend
beyond a couple of officials of the department.

Mr. Jounsron: What is the purpose of having the power in here.
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The Vice-CHamMAN: I think Dr. Coleman explained that at the last meet-
ing. “Would you enlarge upon it again, doctor?

The Wrrness: It is a pure matter of administration. The custodian him-
self cannot possibly do all the things in his own person, things which he is

required to do under the regulations, and he has to appoint agents or officials
to do those things for him.

Mr. Jornston: It has been suggested he never used the powers during the
war and is not likely to use them again.

The Wirness: No, that is not quite correct. He has given limited powers
of delegation to certain people but the only people to whom he gave general
powers happened to be the deputy custodian and the assistant custodian, but
he gave them plenty. In specific matters he gave limited powers to various
people. : :

The Vice-Cuamrman: Shall paragraph 6, subsection (2) carry?

Carried.

The WiTxess: As a matter of technical procedure, a representative of the
Department of Justice has asked me if you would give consideration to a motion
in the form which I read a minute ago,

Paragraph (2) of regulation 6 is revoked and the following substi-
tuted therefor:
(2) Any power or duty conferred or imposed by or under these
regulations upon the custodian may be delegated by him to such
person or persons as he thinks proper.

The object in that is to comply with ordinary parliamentary practice when
a section is altered.

Agreed,
The Vice-Cramrman: The next is section 7.

The Wirness: This regulation, No. 7, which was held over, was carefully
considered by the department, together with the representatives of ‘the Depart-
ment of Justice, and it is proposed to revoke that regulation and put in a
substitution which reads,

7. No person shall be liable for any act or omission in the
exercise or performance or purported exercise or performance, in good
faith and on reasonable grounds, of any power, discretion, authority or
duty conferred or imposed by or under these regulations.

I understand that is substantially the amendment as made in bill 104 and in two
or three of the orders in council which were covered there.

The Vice-CHamman: Mr. Fleming raised that point. Is that agreeable
to you, Mr. Fleming?

Mr. Freming: Well, if one might have seen the important amendments
of that kind together, it would have made it easier to follow. I think, as far as
I can tell at the moment, that it meets some of the objections, but you will
remember that section was tied up with some points raised in connection with
sections 27 and 36. If we could see all of them together it might help in
following each of them.

The Vice-Cuamrman: Gentlemen, T am sorry but I have not sufficient
quantities to pass around. Mr. Fleming raised this point, and if you will not
misunderstand me, I will pass this copy which I have along to Mr. Fleming. It
has been suggested that we deal with 7, and 27 together. We will pass up 15

and come back to it later. Will you read regulations 7 and 27 together, gentle-
men? You will find 27 on page 12.
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The Wirness: The proposal is that paragraph (2) of regulation 27 is
revoked and the following substituted therefor:

(2) Any person may, not less than ninety days after giving the cus-
todian notice of his claim, proceed in the Exchequer Court of Canada for
an order declaring that he is not an enemy and
(a) that property held or controlled by the custodian is not subject

to these regulations and he is the owner thereof or of an interest

therein; or
(b) that he was the owner of property or an interest in property immedi-
ately prior to its vesting in the custodian under these regulations;
and if the court makes such an order, the court may thereupon direct
the custodian to deliver the property to the owner or to such other person
as the court may determine.

The wital section is of course in the last part, “and if the court makes such
an order, the court may thereupon direct the custodian to deliver the property
to the owner or to such other person as the court may determine.

Mr. Freming: Mr. Chairman, may I ask is there any amendment pro-
posed to regulation 36? .

The Wirness: It was thought, if regulations 7 and 27 were adopted in the
amended form it would obviate any necessity of amending regulation No. 36.
My colleague, Mr. Henry of the Department of Justice is here and he might
have a word or two to say about it.

Mr. FLeming: What about the question that 1 raised at the last meeting?
Does it prevent a defendant in an action commenced in the Exchequer Court
or an action commenced by the Custodian, to counter-claim?

The Wrrness: It seems to be the opinion of the Department of Justice
that would be involved in any case.

Mr. Freming: Would Mr. Henry speak up?

Mr. Henry: I do not like to say dogmatically that the individual would
have a right to counter-claim in the same action in the Exchequer. Court, but,
if section 7 as amended is adopted, he would have a right of action according
to law for the remedy which he is seeking in whatever court has jurisdiction to
entertain it. We have not limited it to any court whatsoever. I would not
like to say he could proceed by way of counter-claim in the Exchequer Court
in an action brought by the custodian under section 36, but he would: have a
remedy if the Exchequer Court has jurisdiction. Then he could proceed. Also
ke could proceed in any other court in an action instituted by himself.

Mr. Fueming: He might conceivably be thwarted by the time limit in
section 27. I do not suppose the custodian is going to take a severe stand
with respect to the time limit, but suppose the ninety days has gone by and
no action has been taken by the individual and the custodian then takes action
against him. I think under those circumstances it would be fair to allow him to
make his counter-claim. I think Dr. Coleman indicated in the last meeting
that in no case had the custodian insisted on his rights under the section
requiring that notice to be given within the ninety-d#y period. Now, so long
as that practice is followed by the custodian, I suppose there is no serious
d]iﬂ_iculty that could arise without a specific provision for making a counter-
claim.

Mr. Hexry: I think, Mr. Fleming, I am right in saying this. There are
cases in which the Crown, quite apart from these regulations, can proceed in
its own court, the Exchequer Court, where there is no provision for the subject
to bring action himself in that particular type of claim against the Crown and
you have there the same proposition. The situation is usually worked out by
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the Crown, in that case, bringing its action in the court where the subject
himself ean bring a counter-claim. The situation is not much different in this
case.

Mr. Freming: I think these amendments, Mr. Chairman, are a big
improvement.

The Vice-CHarman: Well, gentlemen, shall the sections carry, sections
7, 27 and 36?

Carried.

. The Vice-Cuairman: We will go back to 15, on page 8, the appointment
of controller. :

The Wrrxess: I think you have covered, if T may say so, sir, all the
subsections until (11), where it was proposed by a member of the committee
that the word “may” should be altered to the word “shall”.

The Vice-Cuairman: That change was made.

The Wirness: We propose that paragraph (11) of regulation 15 be revoked
and the following substituted therefor: “(11) The Secretary of State shall from
time to time prepare and publish in the Canada Gazette lists of the persons
as to whom orders have been made under this regulation.”

And then the other point raised in connection with regulation (14) was
dealt with by adding thereto the following:

(14) Notwithstanding anything in this regulation where the Secretary
of State has made an order under this regulation, any person affected
by the order may, within fifteen days from the day on which he received
notice of the order, apply to a judge of the Exchequer Court of Canada
or of a superior court in the province in which the business is situated,
to review the order and the judge may thereupon confirm or set aside the
order.

That would meet the objection which was made.

Mr, FLeming: May I ask on what ground the judge may proceed under
the proposed subelause?

The Wrrness: - The view of the Department of Justice is that he would
then put himself in the position of the Secretary of State and hear evidence
if there were grounds upon which that order had been made and should be
confirmed.

The Vice-CHairman: Shall the section carry?

Carried.

Then there is 68 on page 21.

Mr. FLeming: Mr. Chairman, what about this new section 16 that was
proposed?

The Vice-Crairmax: Was not that passed the other day?

The Wirxess: Yes, it covers all the ones that were passed. Now the
proposzls of the officers of the minister are that we revoke section 68.

The Vice-Cuamrman: Shall section 68 be revoked?

Carried.

The Vice-Cuamgman: What about section 707 . .

The Wirness: That was held over for technical reasons in the event of
the bill changing the year of the regulations. Our proposal is that it continue
in these words and the main form of the-bill be conformatory to the regulations
of 1943. If that clause of the bill is aceepted we would want regulation 70
to be retained. :

-
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Mr. FLeminG: I may be dense on this, but I still do not see the cause for
retaining 70. Surely from now on reference is going to be to this bill by whatever
bill may appear as an Act of parliament, and all reference will be made to the
schedule of the statute. Therefore I do not see any reason now for retaining
the designation for the schedule other than that it should be referred to as the
schedule of the statute.

Mr. Henry: Mr. Fleming, the only purpose of the bill is to continue the
order in council in force without allowing it to expire, as will the other orders in
council not continued in force and which were passed under the War Measures
Act and which will remain in force by virtue of an order made under,the War
Emergency Powers Act. The name of the regulations is “revised regulations
respecting trading with the enemy, (1943)” and they are to be considered or
deemed to be amended by this Act in the same way that orders in council appear-
ing in bill 104 were deemed to be amended by the parliamentary amendments
written into the schedule of the Act. Now, all you have done here is that you
have printed regulations under the schedule as it has been practical to do, but
it has not been practical to do so under bill 104, and you are continuing these
regulations in force. Now we are trying to show amendments which parliament
has made somewhere in the bill and it is an unwieldy thing to have to do. The
amendments must be shown in the bill and if you change the date of the regu-
lations you then have a new set of regulations and-it is difficult to show the
amendments to them because if you were to call them by date, 1947, you have
a completely new set of regulations, not the old set as amended by parliament.

Mr. FLeminG: It is not a matter, perhaps, of supreme importance.
Mr. Hexry: No, it is just a matter of a practical set-up of the bill.
The Vice-Cuairman: Shall the section carry?
Carried. .

Now, gentlemen, we will deal with the bill itself. The short title, shall it
carry?
Carried.

Section 2. :
The Wrrness: Under 2 it is proposed, if agreeable to the committee, that
the present regulation 2, with the addition of two or three words, shall be para-
graph (1) of section 2.

2(1) The revised regulations respecting trading with the enemy
(1943), set out in the schedule to this Aet, as established by an order
of the Governor in Council made under the War Measures Act on the
thirteenth day of November, nineteen hundred and forty-three, and
continued in force by an order of the Governor in Council made on the
twenty-eighth day of December, nineteen hundred and forty-five, under
section four of the National Emergency Transitional Powers Act, 1945,
and amended by an order of the Governor in Council made on the four-
teenth day of January, nineteen hundred and forty-seven, and by this
Act shall, while this Act is in force, continue and be in full foree and

effect subject to amendment under this Act.

Mr. FLeming: That is just incorporating the amendment here.
The Wirngss: Yes. Then it is proposed to put in subsection (2):
(2) The revised regulations respecting trading with the enemy (1943!

shall be read and constructed as if the following provisions had been duly
enacted as amendments thereto to take effect from the commencement of

this Act.

And then it is proposed, if the committee approves, to set out fully all the
amendments, am I right, Mr. Henry, right in the body of the bill.
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Mr. FLeming: Mr. Chairman, if the matter is open for discussion, no doubt,
it will be said that there is a precedent for this sort of thing in the omnibus bill,
but personally I do not like the precedent. I think it is a very cumbersome and
unwieldy method of legislating. I do not know why we should not be making our
own amendments under these regulations as though this schedule is what a
schedule normally is, part of a bill, and appended to the bill for special reasons.
Here we are showing the schedule as part of the bill and it is deemed to have
force and effect of law, then we go and in another section we say, “no, that is
not just so, it is a schedule as printed, but it is not the law.” Having said in
paragraph (1) it is the law, then we say we will make more amendments under
subsection (2). Now surely that is, on the face of it, a most cumbersome and
unwieldy type of manner in which to legislate. We are trying to make our
legislation as simple and direct as possible. If that is so, why do we not say in
the bill that the second schedule is the law and write the schedule in terms of the
law as it is to be after we have finished with the amendments.

Mr. Hexry: Mr. Chairman, that is what we intend to do. The amendments
must be shown in the Act to show what parliament has done because you are not
setting up a new set of regulations, you are continuing the old ones in foree.

Mr. FreminGg: Would not that be taken care of in the reprint of the bill in
the schedule?

Mr. Henry: Yes. Your schedule will be complete, that will be the schedule
as amended by parliament.

The Vice-Crairman: Mr. Fleming’s point is if they are reprinted as
amended by this committee why is there a necessity to add this third -clause?

Mr. FLeming: Well, it is elause (2) of section 2.

Mr. Hexry: The reason for that is to show the amendments which parlia-
ment has made. y

Mr. FLemiyg: On the basis of Mr. Henry’s explanation, it is at least
repetition, because these regulations will come to an end on the 15th of May,
1In any event. -

Mr. HeNry: Yes.

Mr. Fueming: What we are trying to do now is to legislate something that
will take its place after May 15.

Mr. Hexry: You are continuing in foree the order in council and parliament
has said they wished certain changes made and the changes which parliament
has recommended are shown in the bill and for convenience we print the complete
regulation as amended and not the schedule. It was not praectical to do that in
the case of bill 104, but here we have something to continue, at least we presume
it will continue, until the peace treaties are signed, and how long that will be
we do not know.

Mr. FueminGg: Let us be quite clear on this. The official version of the
revised regulations respecting trading with the enemy shall be in force and
effect from the date of enactment of this bill and after that the official version
is to be the schedule appended to the bill.

Mr. Hexry: That is correct.

Mr. FLeminG: And there will not be any question of going back to the
order in counecil?

Mr. Henry: No, you do not have to read the amendment because the
gchedule will be correct.

Mr. Fueming: But we do not want to have a situation like we have with
respect to bill 104, where you have to go back to the Privy Council to get the
original order in council. Now, just one question, Mr. Chairman, do the words
in what will be subsection (1) of section 2 continue as before, “and be in full
force and effect subject to amendment under this Act”?
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Mr. Henry: That is correct.

~ Mr. Fueming: I might as well say I do not like the idea that is embodied
in that phrase, and also in section 3. I do not think we ought, speaking as
members of parliament now, to be continuing a power of the Governor in
Council to make or change the regulations which now give force to statute as a
schedule to this Act. The reason given is that changes may be necessary in the
light of the peace treaties. Well, surely that situation can be dealt with by
parliament when the treaties are presented to parliament for ratification. If
there are any changes necessary in this measure, assuming it is then statute
law, any other parliament can make it at that time. I do not believe parliament
ought to be saying, “All right, we will make these regulations today and we
will give them force and effect of statute but in case there are some treaties
of peace presented later on to parliament and some changes may be necessary
then, we will now give the Governor in Council power to change those regulations
which are part of this Act”. Surely to goodness when parliament comes to deal
with the ratification of those peace treaties parliament can say what changes
ought to be made in the provisions of this Act. For my part I think we ought
to cut out those words in section 2, now subsection (1), the subject of amendment
to this Act, and I think we ought to cut out section 3 from the bill entirely.

The Vice-CuairmaN: Dealing with the words in section 2, Mr. Fleming;
what words do you refer to particularly?
Mr. FLeming: The last line, “subject to amendment under this Aect”.

The Vice-CualRmaN: Would not this Act more or less automatically go out
of force when the peace treaties are signed?

Mr. FLeming: They would only go out of force and effect subject to the
terms of the peace treaties and the measure by which parliament proposed to
give those peace treaties force and effect under the law in Canada.

The Vice-Cuammman: What would you say to that, Mr. Henry?

The Wirness: Well, I have had the opportunity, while you have been
talking, to discuss this with Mr. Henry. This bill, as you understand, has been
prepared by the officers of the law but I now think we would be prepared to
drop it altogether.

Mr. Fueming: And with it, the words “subject to amendment under this
Act” in subseetion (1) of section 2.

The WirNess: Yes.

The Vice-CuHamrMAN: Section 3 is deleted.

Carried.

The Wirness: Then we have another suggestion to make, sir, for the time
when this will be discussed by the House of Commons.

The Vice-CuatrMAN: Let us have it now.

The Wirness: The Secretary of State has no objection to the custodian

being required to file an annual report and it is proposed to insert in the bill
the~following: :
The custodian appointed by the revised regulations respecting trading
with the enemy (1943) shall, as soon as possible after the 3lst day of
December in_each year and in any event within three months thereof,
prepare an annual report of the affairs and operations of the custodian’s
office during the twelve month period ending on the 31st day of December,
and the Secretary of State shall forthwith lay the said report before
parliament if parliament is then in session or within fifteen days of the
commencement of the next session of parliament.

Mr. Freming: I am glad to have that.
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The Vice-Cramman: Would that be No. 3 now?

The Wirness: Yes.

Mr. Freming: I would be very happy to move that.

The Vice-CrAmrMAN: The new provision would now be known as No. 3.

The Wirness: Yes.

The Vice-Cramrman: Shall the proposed section No. 3 carry?

Carried.

The next is section 4, “Duration”. Shall the section carry?

Carried.

Shall the Act carry?

Carried.

Shall I report the bill?

Carried.

A motion to reprint is in order.

Mr. Fraser: I so move.

The Vice-CHamrmaN: Moved by Mr. Fraser, seconded by Mr. Cote, that
the bill be reprinted.
il And now a motion that the bill as amended be reported to the House?
| A Hon. MemBER: Moved.
| Carried.
{4 The Vice-Cuamman: Thank you very much, gentlemen, we will adjourn
now. -

& _The committee adjourned at 12.10 p.m. to meet again at the call of the
chair, ;
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MINUTES OF PROCEEDINGS
TrHURSDAY, May 8, 1947.

The Standing Committe on Public Accounts met at 11.30 o’clock a.m.,
the Viee-Chairman, Mr. Gordon B. Isnor, presiding.

Members present: Messrs. Boucher, Burton, Cockeram, Cote (Verdun),
Cruickshank, Fleming, Gladstone, Golding, Grant, Green, Isnor, Jaenicke, Kirk,
Marshall, Pinard, Probe, Raymond (Wright), Rinfret, 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. F. G. Shears, Director, Vancouver Office, and Mr. K. W.
Wright, Counsel.

The Chairman presented the Second Report of the Steering Committee,
which is as follows:

Your Steering Committee met on Tuesday, May 6, and begs to present
the following as a Second Report:

It is recommended that the Committee proceed immediately with an
inquiry into the administration of the Regulations respecting Trading with
the Enemy, in accordance with its Order of Reference dated April 30. It is
also recommended that the various subjects be dealt with in the following order:

1. Examination of the Officer in charge of the Vancouver office of the

Custodian, Mr. F. G. Shears;

2. Review of the administration of the property of illegal organizations;

3. Investigation of the Ottawa office of the Custodian;

4. Examination of the Custodian’s accounts.

Mr. Burton moved that a representative of the Cooperative Committee on
Japanese Canadians be invited to appear before the Committee.

After discussion, it was agreed that Mr. Burton’s motion be referred to
the Steering Committee.

Mr. Shears was called, heard and questioned.

Mr. Shears filed a copy of a registration form completed by persons of the
Japanese race having property in any protected area, which is printed as
Appendiz A to this day’s minutes of proceedings and evidence.

Mr. Shears filed a copy of Catalogue of Real Property for Sale by Public
Tender, issued by The Custodian, Vancouver, B.C., and dated June 19, 1943.

At 1.00 o’clock p.m. the Committee adjourned until Friday, May 9, at
11.30 o’clock a.m.

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

House oF COMMONS,
May 8, 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-CuamrMan: Order, please. The first order of business today is to
receive a report from the steering committee which met on Tuesday, May 6; and
I shall ask the clerk to read that report. '

(See minutes of proceedings).

Now, gentlemen, it is moved by Mr. Golding and seconded by Mr. Fleming
that the report as read be adopted.

Mr. Burton: Mr. Chairman, I regret that at the meeting of the steering
committee I did not have all the information I required, otherwise I would have
moved my motion at that time; but with your permission I would like to move
now that a representative of the Cooperative Committee on Japanese-Canadians
be invited to appear before this Public Accounts committee.

The Vice-CrarMaN: Gentlemen, you have heard the report of the steering
committee; is it approved?

Carried.

Now, you have heard Mr. Burton’s motion with regard to Japanese-Cana-
dians. Shall we pass that on to the steering committee?

Mr. Gouping: I suggest, Mr. Chairman, that matters of that kind should be
dealt with by the steering committee.

The CramrMaN: I think that is the general procedure.

Mr. FLeming: Perhaps I am at fault in this matter. As a matter of faet I
was late in getting to the meeting of the steering committee; it had just about
adjourned; but I was interested in that same question. I have had some com-
munications from that committee. I was tempted to open up the question of
how far and in what direction we proposed to go in reference to this present
inquiry. It certainly would not be practicable for this committee to undertake a
review of individual cases or individual elaims of which there must be a great
many. In this committee we will have to give some consideration to administra-
tion conduected in this matter by the custodian’s office, and it may be that we
shall have some recommendations to make concerning the treatment of elaims
that may be made by some of these persons. 1 know there are some claims in
the process of being made and which have been under consideration by the gov-
ernment. What kind of forum should be appointed to deal with such claims, or
what should be the scope of the powers of that body is a matter of consideration;

but if we can shorten the labours of this committee by having an organized pre- -

sentation of views on behalf of those who may have been affected by the admin-
istration of the custodian’s office, I think that would be infinitely better than
having a number of individuals come forward with presentations and individual
experiences; and others who would not have those views at all.

It seems to me that to achieve a full understanding of this problem we will
want some presentation of views from people representing the interest we are
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concerned with. I think that we will make time in the long run and hear a more
complete presentation of the whole case, perhaps, if we invite these organizaticns
to send a representative along to a meeting to put forth their views.

The Vice-Cuamman: I think we would be following the general practice if
we refer not only this but similar questions to the steering committee. There
will be others which we will have to decide; requests with regard to the calling
of witnesses. I do not think we are in a position to make that decision until
we have heard the statement which will be made by Mr. Shears and others who
will appear before the committee, as outlined in the report. Is that agreeable
to honourable members?

_ Mr. Burron: Mr. Chairman, that will be quite acceptable to me. As I
pointed out at the beginning had I had this information at the time I would
have made a motion in the steering committee.

The Vice-CHamrMmAN: Gentlemen, you have heard Mr. Burton’s motion.
Shall it be referred to the steering committee?

Carried.

Now, following your recommendation of approval I shall call on Mr.
Shears as the first witness. You will recall that at our meeting of April 28 we had
before us the Secretary of State, Hon. Mr. Gibson, and Dr. E. H. Coleman.
Dr. Coleman made a complete statement and a very interesting one, and it was
agreed at that time that he be allowed to complete his statement before being
questioned. I suggest that we might follow the same procedure now, because it
worked so satisfactorily before, and that we allow Mr. Shears to make his state-
ment before we question him. Is that agreeable to the committee?

Carried.

Frank G. Shears, Director of the Office of the Custodian, Vancouver,
called:

The Wirness: Mr. Chairman and gentlemen, as director of the office of the
custodian at Vancouver I am pleased to have an opportunity of presenting a
brief summary of the general administration and liquidation of Real Property
and of the problems in regard to personal effects of the Japanese who were
evacuated from the protected area. It was as a result of the policy of evacua-
tion that the control and management of all property left in the protected area
had to be administered by the custodian. The protected area is defined by a
government, order. Briefly, it extends along the whole of the coastline for several
hundred miles and into the interior, roughly bounded by the Cascade mountains.
In addition to that it takes in Vancouver island, the Queen Charlotte islands, and
other small islands known as the Gulf islands. In that area there were approxi-
mately 1,700 parcels of real property which were owned by Japanese or in which
the Japanese had an equitable interest; and in addition to that, of course, there
were the businesses and household economy of approximately 22,000 Japanese
who resided in that area, many of them not living in their own property but
in rented homes or in rooms. Many of them were concentrated in small areas
as, for instance, in the city of Vancouver, in one particular section. Others lived
in fishing villages, for example, Steveston, about twenty miles from Vancouver.
Then there was a considerable group who lived and made their livelihood in the
Fraser Valley, on both the north and south sides of the river; and in addition
to them there were the Japanese who were located here and there in isolated
places throughout that protected area. Now, their property became vested in
the custodian, either upon registration by themselves or automatically when

they were evacuated and left that protected area.
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During the period of evacuation which lasted several months—I think it
was September or October before it was really finally completed—there did exist
in the minds of the Japanese a considerable amount of confusion; they were
not quite sure, so to speak, which way they were going: some of them were
reluctant to place their affairs in the hands of the custodian, and quite a number
of transactions were arranged by themselves during that period. Many of them
had confectionery stores, fruit stores, dry cleaning establishments, dressmaking
places, and they considered it desirable in their own interests that they should
make their own arrangements for the disposition of their own businesses.

Several hundreds of that type of property did change hands by the Japanese own
negotiations.

By Mr. Gladstone:
Q. You said September or October; September or October of which year?—
A. 1942. The evacuation commenced in March, 1942, but it continued to
September and Oectober 1942. 1 think it’is true to say that in that period when
many of these Japanese were making such arrangements certain sections of the

general public took advantage of the situation and the Japanese disposed of -

property at prices which probably were not adequate. In any case, up to that
point the custodian was not in the picture.

Q. What was the date of Pearl Harbour?—A. December 7, 1941. In order
that the custodian might secure correct and adequate information with regard
to all this property which was being left in this area a form was prepared for
use in registration. I would like you to understand that this registration was not
compulsory, it was purely voluntary. The statement made by them reads as
follows: “I, the undersigned, hereby voluntarily turn over to the custodian all
my property in the protected area as set out above...” and it goes on further
and says, “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 . ..”

(Form appears as Appendix “A”.)

Now, unfortunately, from the custodian’s point of view these registrations
were not always true, and very often they were not complete. In a congiderable
number of instances they were certainly not accurate; and for the most part
they were all inadequate. That is a fact without a shadow of doubt.

Mr. Pixarp: What do you mean when you say they were not true?

The Wrrxess: The statements the Japanese made in regard to what property
they were leaving, the location and so forth, as subsequent events proved, were
not correct. I will not say it was done deliberately; but the information on
which the custodian had to base some of his initial work was largely taken from
this form, and he was not supplied in many cases with correet and adequate

information.
By Mr. Cockeram: g

Q. Do you mean a description of the property?—A. Yes, a description of
the property that he was leaving in the hands of the custodian.

. Q. Does that include personal property?—A. Real property and personal
property. There were a few exceptions which I will mention a little later on.

Broadly stated, T am speaking of real and personal property.

By M r. Boucher:

Q. It did not include money or securities?—A. No. As a matter of faect,
it excluded money, bonds, stocks, shares, certificates and fishing vessels,
The Vice-Cuameman: We will have this tabled before us.
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Mr. Freming: Will it be printed in the proceedings?

The Vice-CrAmrMAN: If that is the wish of the committee.

The Wrrness: I think, perhaps, you might look at some other exhibits which
I have. In regard to real property, gentlemen, the securing of information in
regard to same, was not of course particularly difficult. We were able to secure
information from the Land Registry offices and municipal authorities, and those
departments co-operated in a very fine way. We were able to obtain
the necessary information regarding ownership of Japanese real estate.

The first thing which we did was to appoint inspectors who would inspect
these properties and make reports to our office. These inspections had to be
made in a somewhat rapid and cursory manner, of course, and then, based upon
these investigation reports, agents were appointed for the administration of
those properties.. These Japanese were being moved out of their homes. In
some cases they had found a tenant for their property and in some cases they
had not. It became one of our first responsibilities to find tenants for those
properties and that was done fairly rapidly. There were very few properties
that after a medium length of time were not occupied and revenue-bearing. As
a matter of fact, the approximate amount of revenues which the custodian has
collected from these properties was about $550,000.

There was another type of property which the custodian had to deal with
and that was the farms which I have mentioned situated in the Fraser Valley.
There were somewhat over 700 of them. The situation was this, that at the time
the Japanese were being evacuated the crops were already growing. For the
most part these Japanese were members of co-operatives, and with the assistance
of the management of these co-operatives the Japanese themselves entered into
negotiations with white people under which they leased their farms; these
farms were half an acre or one acre or five acres—small farms—berry-growing
farms, The Japanese made arrangements to lease their property for one
year for an amount including the value of the growing crop. In that way to some
extent these farms were protected; but as you can appreciate that type of farm
might have rapidly deteriorated, but that condition did not arise—certainly
not to the fullest extent because all of these farms were occupied by some white
persons who took over after having made some arrangement with the Japanese
through the co-operatives in which they were interested. The Japanese usually
received some cash payments and the balance was all collected by the custodian
subsequent to the owners’ evacuation.

By Mr. Pinard:

Q. Did they have their own cooperative?—A. There was the cooperative
called the Pacific Cooperative Union in which the membership was largely
Japanese, but I do not know whether you would eall it their own cooperative.

Q. Was it for their own people?

The Vice-Cuamrman: Gentlemen, I am afraid I shall have to ask you to
respect the ruling with regard to interrupting the witness, because if I grant
permission to one member to question the witness I shall have to do so to other
members. It was agreed, may I say for the benefit of those who came in late,
that Mr. Shears would complete his statement and then be open to questioning.

The Wirness: Another problem, of course, was the matter of chattels and
of personal property, household furniture of all those 22,000 people. In quite a
number of instances the Japanese did show some initiative. Living in certain
communities they gathered their effects together and stored them in one of their
own buildings, a church or a school building; but for the most part all of their
goods and chattels had to be handled by the custodian and moved to storage for
protection. As a matter of fact, over thirty storage locations had to be secured
in order to take care of the personal effects of these Japanese. In Vancouver—
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speaking of one building in particular, a Japanese-owned building at 992 Powell
street with four floors and a basement, something over, I think, 12,000 square
feet of space, with each floor being higher than this room—that building was
simply erowded with chattels and furniture and general effects of the Japanese.
The position in which the custodian found himself in regard to the matter of
chattels was this; he would go into a home from which the Japanese had been
evacuated, in some cases we have found even the last meal on the table and not a
thing done to the goods which were left; in other cases things had been packed
very well. In quite a number of cases a certain amount of packing had been
done by throwing certain small items into boxes without lids—sometimes in card-
board cartons. Now, I think you can imagine the condition. Even in our own
homes, after having lived in them for a few years and moved out, we have quite a
lot of stuff to either destroy or move. The Japanese did not destroy anything.
We had the whole of the household effects of the 22,000 Japanése throughout all
that protected area to handle in some way. I believe, gentlemen, that only by
seeing that particular situation could you fully appreciate what a problem it was.
Dr. Coleman, during one of his visits to Vancouver, was able to see some part of
the type of chattels which we were handling. There were two advisory committees
to which I will refer later. Mr. Justice Sydney Smith, Judge Whiteside, and
other members of these committees on several occasions visited the storage places
and were simply appalled at the detail of the problem which had to be faced.
Even in regard to the matter of identification; because of the manner in which
goods were often packed, we were not aware as to whose goods they were. For
instance, Mrs. Takahashi would run across to her neighbour Mrs. Kobayhashi
and borrow some boxes which might have Mrs. Kobayhashi’s name on them, but
she would put her own chattels in them and it would appear as though you were
dealing with Mrs, Kobayhashi’s chattels when you were really dealing with Mrs.
Takahashi’s chattels. T am simply giving some of the details of the problem

which faced us. Now, gentlemen, that was all as a result of the policy of
evacuation. ;

I would now like to come to what resulted from the policy of liquidation,
and that, of course, is another phase. We are all aware that many complaints
have been made—these complaints have appeared in the press; statements have
been made on the floor of the House—that the custodian appears to have given
away and sold for a song much of the property which was placed in his hands for
protective custody. I should like on this oceasion to make very clear the method
by which the custodian has liquidated the real and personal property of Japanese
who were evacuated from the protected area, and first of all I should like to deal
with the real properties which were =old to individuals. No sale, not one sale, has
been made by private negotiation; all properties have been advertised and tenders
have been called for. The type of advertising is not the hole-in-the-corner
method ; you might look at these advertisements afterwards. This was the type
of advertising which appeared in the newspapers (indicating clippings): “Real
property for sale by tender, Department of Secretary of State. . . .” and so forth.
These advertisements appeared in twenty-three newspapers, several insertions in
each paper, never less than one month given for the general public to submit their
tenders. This is the first advertisement and it is dated in British Columbia on
the 19th day of June, 1943, and says that tenders will be received by the under-
signed up to noon, daylight saving time, the 19th day of July, 1943, on those
properties designated in the catalogue as group A. The catalogue was something
which the custodian prepared, and I have a copy here which you might also look
at. fl‘hls.catalogue gives the civie address, the legal deseription, and a brief
classification of the type of property, such as a dwelling, rooming house, vacant
land, nursery and so forth, and against each property there is the name of
a real estate agent residing in the district in which the property is situated.

.
-
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The Vice-Cuamrman: Gentlemen, do you wish this catalogue printed as
appendix to the minutes? It contains fifteen pages.

Mr. PiNarp: What does the catalogue contain? ’

The Vice-CHairman: Largely a list of the names of properties to be sold.

The Wirness: 1 have several copies here and we have some in Vancouver.

_ Mr. StEwarT: It should be sufficient, for our purpose to have copies of the
catalogue and thus save money in printing.

Mr. GrapstoNe: Were the newspaper advertisements large advertisements?
Would you give us an estimate of the size in inches for the record?

The Vice-CHamrman: They are twelve by three.

The Wirnxess: This is more than three, sir.

The Vice-CHamrmaN: Twelve by three columns in the newspaper.

The Wirness: So the general public was well aware by the advertisements
and by the fact that catalogues were available, that information could be
obtained in regard to rental values, fire insurance, and everything concerned
with any particular piece of property in which they might be interested. Then,
in addition to that Mr. Chairman, every property was independently appraised.
That is a valuation was made by appraisers who in the first instance were
suggested to the custodian by the real estate boards of Vancouver and by the
real estate boards of Vietoria. Those names were submitted to our advisory
committee and there again, if you will permit me, I will defer specific reference
to that committee until later, and those names were approved by that com-
mittee. I had one meeting with this group of appraisers in Vancouver and
another meeting_with those in Vietoria. The whole policy of the custodian
was outlined to them. It was indicated that they were to make a fair, unbiased

- appraisal and that their appraisals were to be considered as confidential. The

appraisals were sent in to myself as director of the custodian’s office and were
not even known to the members of the office until after the first tenders were
opened. These valuators had no axe to grind. As a matter of faet, as those
properties were to be offered for sale and an ordinary real estate agent might be
able to participate in the sale, if anything, it would have been to his advantage
to obtain as high a price as possible in order that the commission might be more
favourable. There were approximately 900 of these properties sold to individuals
on the valuation basis which I have just explained.

And now I would like to mention here what we do know in Vancouver,
and I believe it is so in Ottawa, that there has been quite a change in the
value of real estate. The situation in Vancouver in 1943 and 1944 was, however,
not very much above normal and as an indication of this, I think it is fair to
say, that as a result of this extensive type of advertising, the time which the
public was given to make an offer on these properties, the facilities for inspection
and so on, we only received, and I say only, we only received bids on 60 per
cent of the properties when they were first advertised. That is to say they were
not so attractive as to create 100 per cent demand. Not all of those 60 per cent
were acceptable tenders. As a matter of fact, and I am not quite sure of this
figure, but it was about 45 per cent of the tenders that were accepted. The
others were refused. Those people who had made tenders which were not
acceptable were informed that their offer had been rejected. They were not
at that time told what price would be acceptable. They were advised that
if they wished to revise their offer such revised offer would be given eonsideration.
The type of property of course, varied, but I have here, gentlemen, just a few
photographs of properties in the Vancouver area and some others on the islands
and if you are interested afterwards I would like you to look at these photographs
and they will give you some indieation of the type of property which the
Japanese owned throughout the protected area. I would like to mention this
so that the story will be complete. After these properties had been advertised,
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that is after this particular group of properties had been advertised, another
group of properties was also advertised and another catalogue was printed and
subsequently a further catalogue was issued of the unsold properties, where
for the first time, it was indicated what the minimum acceptable price would
be. That minimum acceptable price was the valuation. That only oceurred
several months after all tenders had been considered. The 900 properties have
all been sold and the approximate returns were $1,750,000. There was another
group of farm lands situated in the Fraser Valley. These were small fruit
farms to which I previously referred and which were not offered to the general
public but by government policy they were purchased and held for returned
soldiers. The sale was made on the basis of a valuation which was made under
an order in council whereby the Soldier Settlement Board of Canada valued
all these properties. Negotiations took place between the director of the
Veterans’ Land Act and the custodian’s department and there were exactly 741
properties included in the final deal. A certain number of properties included
in the offer had to be withdrawn as some of them did not belong to the Japanese
or the Japanese had previously sold them. The 741 properties were sold on the
basis of the Soldier Settlement Board valuation, or at least within two per cent
of that valuation, for the sum of $836,000. :

Mr. FLeminGg: Are those the ones in the Fraser Valley?
The Wrrness: Yes, with the exception of about 20 they were in the Fraser

Valley. There remained unsold about 50 other properties. 25 of these are
registered in the names of associations, a number of church buildings and so forth,
and they have not been offered for sale. In regard to the 25 other properties
which have not yet been sold, ten of them are in a place called Port Essington,
across from Prince Rupert. I have not been to that particular location, but I
have been to Prince Rupert. I understand that Port Essington is kind of a
ghost town and there have been no offers for these properties.

Mr. CruicksHANK: That is not the Fraser Valley you are speaking of now?

The Witness: No, no, I should say not, sir.

Then I think I would like to say something about the liquidation of the
chattels and personal effects of these Japanese. There again the method adopted
was surely sound. Advertisements were placed in newspapers in the areas in
which the goods were located, sometimes calling for tenders if the type of
property warranted it, such as certain types of machinery, but generally speaking
it was all sold by public auction by licensed auctioneers. In the advertisement a
rough description is given of the properties to be sold at such and such a date,
electric washing machines, sewing machines, bread slicers, bread wrappers, tables,
chairs, dressers, ete. That is to say, there was a pretty good indication given
as to what was to be sold at the public auction. At all of those auetions there
were representatives from my office and quite a number of times I attended the
auctions. It can be said that they were always crowded and competition was
quite keen. T think perhaps you will agree with me here, Mr. Chairman, in
regard to auctions when I say there is a certain type of property which does
often fetch as much or more than it is worth. Those are items of medium value.
Articles which are valued at around $4 or $5 if you went down to buy them at
a store, somehow or other in the heat of the auction, even though the article
has been in. use for a number of years find people who are prepared to pay four
or five or even six dollars for the article. There is however, a type of property
which sometimes does not, because of the demand not being there, feteh its
highest value. Because of the type of property which the eustodian had to sell,
I think without a doubt it could be said the goods which were sold at publie
auction fetched good, fair, market prices. It is a fact of course that not all of
the goods and chattels received from the Japanese in the protected area have
been sold by the custodian and that is on account of theft and vandalism which
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undoubtedly has taken place. Now there has been criticism in regard to that.
The statement has been made that it looks as if the custodian did a poor job. I
am suggesting that if anyone had 7,000 units of chattels to protect which were
distributed throughout the whole of the protected area that to give adequate
protection, the custodian would have needed 7,000 watchmen. The fact was that
in many cases before it was possible for any representative of the custodian even
to see, let alone to take actual possession of the property, other people had been
there before him. Reference has been made in the House to the property of the
Japanese Consul. That was situated in one of the best residential distriets of
Vancouver. Because it was consular property it did not come into the hands
of the custodian but it was under the protection of the protecting power. The
first power was Spaifi and afterwards it was Switzerland. They took charge
of that property and the officials boarded it up, and then they boarded it up
again and they boarded it up again after that. After the cessation of hostilities
the custodian was charged with the responsibility of taking over that property.
Mr. Wright and myself went with the Spanish authorities to take over. As I
have already said, this property was located in one of the best districts in
Vancouver and it was situated almost in its own spacious grounds. Leaded
glass windows and doors had been completely taken out. Every light fixture had
been taken out and even the grates were taken away and that was the condition
in which that particular house was left. Now that illustration has been used
to show the public the way in which protection has been given. The force of
that illustration is in just the opposite direction. If that was the problem in
connection with a house right in Vancouver in one of the best districts, what
was the problem of protecting as I have already said, the 7,000 units which
were spread here, there, and everywhere? It is a fact that theft and vandalism
did take place before the custodian was able to get physical possession and it is
also a fact that theft and vandalism did take place even after he was in possession
in spite of having night watchmen and night patrols and so on. These places
were broken into. It was not only the actual quantity of goods that was
removed but it was the fact that you would go into the storage room and you
would find box after box had been dumped right onto the floor making it
difficult to identify the ownership of many of those small artieles, pots and pans
and so forth, of which there were numbers galore. I do not want you to think all
assets of that nature have been dissipated. As from chattels, and fish netting,
something over $650,000 has been realized by the sale of that type of asset.

Mr. FLeminGg:  $650,000?

The Wirness: $650,000. I am giving you round figures on it but the figures
are approximately correct.

I have just mentioned fish netting which eauses me to introduce the matter
of fishing vessels because I think it should be understood by this committee
that as far as the custodian is concerned fishing vessels were excluded from
the original order in council. Fishing vessels were impounded by the navy, and
by order in council a Japanese Fishing Vessels Disposal Committee was set up
and I believe about 950 of those vessels were disposed of by that committee for
the sum of approximately $1,400,000. I believe it is also a fact that the majority
of those sales were made by negotiations between the Japanese and the purchaser
through the committee before he was evacuated. I would not venture to give
the exaet percentage but the majority of those sales were negotiated by the
Japanese and the Japanese himself signed the transfer of the registry of his
vessel to the white purchaser. There were a certain number of vessels left
over and the order in council speaks of, I think, about 220, but some more were
sold by the Japanese Fishing Vessels Disposal Committee and 180 were finally
taken over by the custodian. As you can imagine they were the poorest of the
whole fleet. They were the unsold ones. They were advertised by the method
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that I have already indicated and those 180 vessels have also been sold which
means to say that all of the fishing fleet of the Japanese has been disposed of
either through the fishing vessels committee or through the custodian.

Now, gentlemen, I think perhaps I should hurry on to the end.

May I just give a few general remarks concerning the course of the cus-
todian’s administration. Municipal taxes have been paid off, and arrears
of taxes have been paid where it was advisable. Mortgages have been settled
and unpaid vendors have been paid. That is in cases where property was being
sold by white persons to Japanese, the white persons equity has been paid off
out of the sale. We advertised in the early stages for the filing of claims
from creditors. We received thousands upon thousands of them and the claims
were submitted to the Japanese and where there was money available those
creditors have been paid. Where it has been the wish of the Japanese, his life
insurance policy has been kept in force, and the premium has been paid, if he
had available funds. As you well know in our order in council, I think it is
P.C. 1665, one section indicates that no charge shall be made by the custodian,

“provided however that no commission shall be charged by the custodian in

respect of such control or management”. The money which has acerued through
these sales has all been placed to the credit of the individual evacuees. The
money, as far as the custodian has been concerned, was at all times available
to them. In cooperation with the Department of Labour these Japanese who
were living in what was termed their interior housing settlements, were sent
money, so much per month, or whatever arrangement was made between the
Japanese and the Department of Labour. As far as the custodian was concerned
the money was to the credit of the individual Japanese and was available for
payment at any time.

I would like now to deal with the advisory committees to which I have
referred, and perhaps I should have dealt with it more fully before. Two
advisory committees were set up. One was under chairmanship of Mr. Justice
Sidney Smith, with Alderman Charles Jones and a Japanese representative.
The other was under chairmanship of Judge Whiteside with Mayor Mott, Mr.
D. A. MacKenzie and Mr. Harold Menzies, a citizen of the Fraser Valley area

for many years. Every sale to which I have referred has been reviewed by
these committees before final acceptance.

Mr. Fueming: That is in connection with real estate only?

The Wirness: Well, thank you for asking that. In connection with real
estate the offer was submitted and the valuation made on the facts as they
were known and the offer was approved or rejected upon the advice of these
advisory committees. In regard to the chattels, they were not put up to
these committees specifically but these committees did agree upon the principle
of selling this type of goods by public auction, by specified auctioneers, whom
it was thought it would be desirable to use and the committee ratified sales
which were made on that basis. I think I am right in saying that these two
committees have not just considered their duty in an offhand rubber-stamp
type of way. In regard to the rural committee, their meetings have sometimes
extended, as T know, to over three hours at a session and they have asked
questions and have asked for evidence to be produced to substantiate statements
which T might have been making and it was only upon their knowledge of the
situation, their knowledge of the facts as presented to them, that they agreed
finally to recommend or approve of the sale.

Mr. Stewarr: Was a Japanese on the committee all the time?

The Wirness: No, there were two Japanese, one was Kumora and the other
name escapes me but they were on the committees in the early days and later had
to resign. They were evacuated and they sent in their resignations which had
to be accepted and no appointment was made in their place.
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Mr. Stewart: When the principle business was being done the Japanese
were not represented on the committee?

The Wrrness: That would be largely true. They were both there at the
time that the policy of liquidation was being introduced but they really did net
deal with any approving of the sales.

Just on that point we have received many complaints from the Japanese.
There have been two types of complaints. The chief complaint was, it was not
their wish that the property should be sold. That is to say they objected to the
principle. Then there have been a certain number of complaints which have
been more specific and they said “not only do we object to it being sold but we
consider the price is not adequate”. However, I would say, from my knowledge
of the situation, many of those claims have been greatly exaggerated. In the
light of the method which has been adopted as I have outlined here this morning,
you can see for yourself the extent to which we went to protect the Japanese
against the sale of their property at less than actual value.

Mr. Chairman, I would be very glad if I could answer any questions but I
would just like to add another word or two. I know from experience that the
task has been by no means an easy one. It was a type of problem that, as far
as I know, was almost without precedent. In the early days we had a small
staff which grew rapidly. The people employed had no special training for the
job which had to be done. Those early days were certainly hectic and there
was no such thing as not working regular hours. By the time six o’clock came
and the desks were cleared it was necessary to come back in order to get some-
what of a fresh start for the following morning. That situation applied to
Sundays as well. I think it is only right to say that with respect to the staff
at Vancouver everyone has always acted in consonance with their position as
custodian employees and on behalf of the Japanese.

The CrareMAN: Thank you Mr. Shears for this very full statement. Now,
gentlemen, you are at liberty to ask any questions and I have the first signal
from Mr. Stewart. I will try to keep you within bounds and not allow one par-
ticular member of the committee to monopolize the whole time, subjeet of course
to your ruling. I will try ta catch your signals as quickly as possible and I will
call on the respective members. The first is Mr. Stewart.

By Mr. Stewart:

Q. The question I was going to ask now is based solely on Mr. Shears’
statement. I think I speak for the committee when I say we appreciate what
you have said and I think we can appreciate the difficulties which the custodian
out there had in connection with the protection of this property. The first thing
I would like to ask is whether as you said, registration of property on the part
of the Japanese was entirely voluntary. What would you have done to them if
they had not registered?—A. It was voluntary. The order in council read “That
upon evacuation property left in the protected area became vested”. The purpose
of the registration form was only that the Japanese might help supply informa-
tion. In the main they co-operated very well. On the other hand, there were
certain numbers who moved out and they did not register and we simply dis-
covered the property afterwards.

Q. They had no alternative but to register?>—A. Well it was all to their
advantage to register, but they were not forced to register.

Q. You said later on that inspectors were appointed to examine the property.
How many inspectors did you have at the peak time, could you tell me offhand
or give me their names?—A. The inspectors who, first of all, looked at these
properties in Vancouver were, sometimes, chartered accountants. This was
for the purpose of investigation. This is going back some while, but I think
probably there would be nine or ten employed in that area. Then, in the other
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areas where a person was appointed, for example, in a place such as Cumberland
someone—as a matter of fact, in that case I was over myself and had an interview
with a bank manager. I found out that such and such a person would appear
to be the right type of person to act in a temporary way on behalf of the
custodian. This particular person was approached. He was given a list of the
properties of which we knew. He went around and made his report saying that
this was a property which was vacant. He suggested it might easily be rented
and so forth. Real estate agents were then appointed. You will get the names
of a considerable number of them from these catalogues.

Q. In connection with the farms in the Fraser Valley, you said there were
some 741 sold. Were the valuations made by the D.V.A.?—A. The valuations
were made by the Soldiers’ Settlement of Canada.

Q. How did those valuations compare with the assessed value?—A. On the
741 properties, the assessment was $1,250,940 and the appraisal was $847,878.
The offer accepted, which I said was within 2 per cent, was $836,256.

Q. Many of these matters I intend to pursue later. I just wanted to get
certain facts for the moment. With regard to the chattels the vandalism which took
place, can you tell the committee if any suspects were apprehended by the police
and whether there were any prosecutions?—A. There were no prosecutions. In
some cases there was some suspicion. The police suggested it was usually a group
of youths who did it. No one was prosecuted any way.

Q. Who is going to bear the loss caused by this vandalism? Is it the
Japanese themselves?—A. I can only refer to the statement which was made
by the Honourable Colin Gibson in the House a few days ago. I do understand
that the matter is under active consideration by the government, that is, in regard
to the payment of any claims in regard to such matters as you have mentioned.

Q. When the chattels were sold by auction, what expenses were charged
against the gross amount received?—A. The usual auctioneer’s fee in Vancouver,
for an individual, is that he will sell your goods for a 15 per cent commission.
We made arrangements with the auctioneer, in view of the exceptional circum-
stances, that he would charge 10 per eent and we would do the advertising. As
a matter of fact, our advertising only came to about 3 per cent so, as far as
we have gone, it was about 13 per cent instead of 15 per cent. However, because
of the very nature of the case, it did cost us almost, I think, 9 per cent
of the value to collect up these goods. 'We could not, just hand them over to the
auctioneer. We, ourselves, had to do the unpacking and sorting out and that
charge has been assessed against the Japanese.

Q. That was an expense, but it was an office expense, and that means 22
per cent would be charged against the gross?—A. Yes, I think about 21 per cent;
that would be the average. In some cases it would not be as much as that.

& QY" Then, you would eredit that amount to the various Japanese’s accounts?
—A. Yes.

Q. W_as any allowance made for interest on credit balances whenever there
were credit balances?—A. No, no interest has been allowed.

By Mr. Gladstone:

Q. Could we have a word picture of some of the localities, the coast homes,
the area in Vancouver, the Steveston location, and a picture of the Fraser .
Valley, just briefly?—A. T am just wondering, in that regard, whether this might,
not be the answer. This, as you can see contains pictures, mostly of the area
of which you are speaking. Then, I have here what we called “Little Tokio”,
the Powell Street area, and another one for one of these sections of Vancouver.
I brought this as a sample from Vancouver. We have nine or ten of them. These
deal with Vancouver and the municipal area.
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Q. I had in mind something which might go in the record.?—A. Well, 1
think it is certainly true to say this, when speaking of the Powell Street and
Cordova Street area in Vancouver, that the Japanese property consisted of a
group of sub-standard properties. Many of them were in terrible shape. As a
matter of fact, when we came to make rental arrangements for that type of
property, we could not get a tenant to go in unless we made an arrangement
whereby he would, himself, make certain improvements which were absolutely
necessary. To that extent, we rebated an amount of the rental.

The city authorities, after the evacuation of the Japanese, came to us.
We attended a meeting of their board on one occasion. It was their hope this
would be an opportunity to improve the standard of the properties in that area.
Taking the custodian’s point of view we said, “Well now, you have allowed these
properties to exist in this condition until now. Should you be quite so strict
just at the moment the custodian steps in?”

From that time on, the city authorities were co-operative and, providing
a new tenant approached them and made arrangements that he would do
certain things to the lighting fixtures or sanitary facilities, the city authorities
allowed the new tenant to take possession of that property. This Japanese
property was definitely sub-standard and this was true of the Japanese property
in the main. Of course, there are some very nice properties but, in the main,
the majority of the properties were not of any particularly fancy type. As in
everything else, there would be some good properties. I do not know whether

that answers you or not.

Q. What about the upper coast properties?>—A. Would it be in order for
Mr. Wright to say something about that? He visited some of those properties.
Some of those properties were situated on the foreshore. In quite a few cases
I have seen them housed on posts, with the water running right underneath
them. Many of them were just shacks.

Then, there are some areas in the Fraser Valley facing the Fraser River,
where the land is described as a peat bog district. In order to get from the
front of the property up to the house, a walk has to be made. Between the
property and the river, there would be a road, but between the road and the
property a ditch had to be put in.

Mr. CruiCKSHANK: Just a moment, to keep the record straight in connection
with this matter, my friend is entirely wrong in his description of the property.
I defy him to name me any area in the Fraser Valley where that is true. I know
the area to which you are referring down at Lulu Island, but that is not the
- Fraser Valley.

The Wrrness: I apologize, that is correct. T had the Lulu Island district
in mind when I was making that statement.

By Mr. Crwickshank:

Q. I should like to ask one question. Is it not true, I am speaking of the
farms in the Fraser Valley, that a large percentage of them were what is known
in farm language as, burnt out farms?—A. The information which came to us
was this, that the type of farming which the Japanese did, I am just passing
on the information which was given to me, that they were not farmers in the
real sense of the word but they were miners. I mean to say that they produced
good crops, but they did so definitely at the expense of the land itself. Now,
I am not a farmer and cannot say whether that is true, but that is the information
I have been given. ;

Q. In other words, the land was burnt out?—A. Yes, that expression has
been used, not of all, but of certain of the valley properties. The land was

burnt. out.
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By Mr. Boucher:

Q. Is my understanding correct that you said the properties had sold at
approximately 60 per cent or approximately 80 per cent of the assessed value?
I think you said about $800,000 was received for the property.—A. The appraised
value was— ;

Q. The sale value was less than the appraisal value?—A. The sale value
was 2 per cent less than the appraised value.

Q. The appraised value was how much less than the assessed value?—
A. I will have to do a little bit of arithmetic. The chairman says it is 13 per
cent. It is about two-thirds, about 66 per cent of the assessed valuation, is that
what you mean? The sale price to the V.I.A. was two-thirds of the assessed
value, but it was within 2 per cent of the appraised value.

By Mr. Winkler:

Q. In regard to the sale of the fishing vessels, were those sold freely and if
so were any sold by auction?—A. They were sold freely by the Japanese
Fishing Vessels Disposal Committee. When the balance came into the hands
of the custodian, the custodian took over this certain number of boats, 170 I
think it was, and also what was termed the unfinished business of the Japanese
Fishing Vessels Dispasal Committee. The unfinished business consisted of
collecting money from purchasers who had not yet paid the full sale price.
These boats were all valued, advertised and sold on that basis. So far as the
boats which the custodian handled, I can assure you that the 170 were
not the worth-while boats by any manner of means. They were different
types of boats. There were what are called seiners, packers, gill netters and
cod fishers, all having a relatively different purpose and a different scale of
prices. In the main the custodian has not been responsible for the sale of fishing
vessels except the odd ones left over which we cleaned up.

By Mr. Cruickshank :

Q. T should like to ask one question. Do you say anything in your records
of the amount of chattels such as washing maehines and that type of thing
which were not turned in or not taken over by any branch of the government,
but which were left with private friends of the Japanese? What I am trying
to get at is this, that it is not fair—I am not defending the custodian’s branch
at all—but it is hardly fair to say that there were a lot of cases in which the
Japanese were not paid for their chattels by some branch of the government
when they were left with private white friends of the Japanese. I presume your
department has knowledge of that. For instance, there were frigidaires, beautiful
stoves and even a piano left with private individuals in my own district. So far
as I know, they are still in those private homes.

Mr. ProBe: Those all eame from these sub-standard houses?

Mr. CruicksHANK: No, from farms, but it is not fair to say the custodian’s
branch has not paid a proper amount for the chattels. In other words, the
Japanese have no right now to say they were not paid for a frigidaire by the
custodian if it was not handed over but was left with private individuals.
That is correct, is it not?

The Wrrness: That is correct. We think the amount of that type of
chattel now is relatively small, but we cannot be certain. As has been stated,
the Japanese, in certain cases, did not divulge to the custodian on this registra-
tion form all the information concerning these chattels. We were not aware
of it. In one way and another, we did find out about it. In some cases, it may
have been left with white friends just as you have stated. There were certain
items of furniture and, from time to time, these have been disclosed. Sometimes
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they have been taken over by the custodian and sold, but there are still some
of them, I would say a limited amount, which are in the hands of other people
and have not been handed over to the custodian.

By Mr. Warren:

Q. I should like to ask this question, before we get too far away from these
burnt out lands, would you be able to give us an approximate idea at what price
per acre this land was sold?>—A. At the moment, I think I would prefer not
to attempt to answer that, that is, on an acreage basis. I have not, immediately
in front of me, any figures on that.

By Mr. Green:

Q. Was the price for this land set by the custodian or the Veterans’ Land
Aet people?—A. Negotiations were carried on precisely in this way. Under
the order in council, the Soldiers’ Settlement people were appointed to make
a valuation of the Japanese rural properties, the farm properties. They made
that valuation, during which time the custodian was withdrawn from the
picture. After the valuation had been made, the custodian again became the
vested owner of these particular properties. The next step was that the
custodian received an offer from the director of the Veterans’ Land Act to buy
840, that is not quite the number, but that does not matter, of these properties
for the sum of $750,000.

At that time, negotiations took place. A gentleman who came from Ottawa
to Vancouver sat in with me in the advisory council on it. There was a
representative of the director of the Veterans’ Land Act and a representative
of the custodian’s office. Their offer, as I say, was $750,000 against a valuation
of $867,000. I do not want to get you confused. The offer was for more
properties than we eventually sold. The figures which I have given you and
which are accurate are for what was actually sold. The offer was $750,000
for properties which, acecording to the Soldiers’ Settlement valuation were
worth $867,000. This offer of $750,000 was rejected. Negotiations were carried
on and eventually the director~of Veterans’ Land Act offered $850,000 for those
properties which were valued at $867,000. On that basis, the deal was con-
summated. Then, the exact number of properties were adjusted.

As I say, certain properties had to be withdrawn. The encumbrances were
more than the offer in some cases and in some cases the properties belonged to
deceased persons and had to be administered by an official administrator. Those
properties were withdrawn from the sale which was made to the director of
the Veterans’ Land Act.

Q. Was the position that you were only allowed to sell these farms to the
Veterans' Land Act people? The Veterans' Land Act people made the valuation
and then offered $100,000 less than the valuation and finally came up slightly
below their own valuation; is that the picture? Were you or were you not
free agents? Were you able to sell to anyone outside or did you have to sell
to the Veterans’ Land Act department, really on their own terms?—A. Well,
of course, I do not know. It is not for me to say. It was the Soldiers’
Settlement people who made the valuation and the director of the Veterans’
Land Act who made the offer. 1 am just mentioning that. Then it was a
question of negotiation. It was, definitely, a suggestion of the government
department that it would be desirable for these properties to be held for
returned men. The negotiations were carried out, as I have said, on the basis
of a valuation which was considered by the advisory committee as being a fair
offer; that is to say, the obtaining of within 2 per cent of the valuation for a
group of farms on the basis of a cash payment within a limited time. It was
considered that would be quite a good deal.
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By Mr. Jaenicke:

Q. I have a question or two which I should like to ask. I do not know
whether or not I understand this situation correctly. You have mentioned
the assessment of those properties as being $1,250,000, approximately, is that
right?—A. Yes. :

Q. Those are the properties which were finally sold for $850,000?7—A. They
were sold for $836,000.

Q. They are only rural properties?—A. They were all small farms.

Q. What about the urban properties?>—A. They were those 900 properties
about which I have spoken in the first instance which were advertised and
placed in catalogues or specially advertised from time to time. You must have
in your mind two groups of real estate sales, the 900 properties which were
sold to individuals by this method which I have indicated and the 700 odd
which were sold to the Veterans’ Land people.

Q. How does the sale price of those properties compare to the assessed
value?—A. You mean the urban properties?

Q. Yes—A. The figures in the greater Vancouver area—I have a record
here of 466 sales. The assessed value was $1,183,313; the appraisal was
$915,600 and they were sold for $1,004,785.

Q. Are the assessments on improvements in Vancouver to the full value
or only 60 per cent?—A. The question of relating sale price to assessment,
while I presume it has some bearing, is a difficult thing because, I think I am
right in saying in different areas there are different assessors, of course, ‘and
different methods of assessment.

Q. How are the improvements assessed in Vancouver, at the full value?
—A. On the improvements, it is 50 per cent. We have been told by the
officials in Vancouver that over a period of quite a few years, I believe almost
ten years, no drastic change has been made in assessment values. At times, the
court of revision was convened because of complaints put in, but by and large,
they had been side tracked. There has been practically no change in assessment
values for a long time.

Q. What about the rural areas, are they ‘assessed each year and is there
any change made each year?—A. I am sorry, I am not in a position to answer
that question. -

Q. Did you make any enquiries when you received the valuation from the i

Soldiers’ Settlement people and found them to be o much lower than the assessed
value? Did you make any enquiry as to how that came about?—A. The deal
was consummated more on the basis of the valuation, not on the assessed value.

Q. You made no enquiries as to why there should be a difference between
the assessment and appraised values by the Soldiers’ Settlement people?—A. 1
do not recall that that point was brought up. I should like you to understand
I am not shelving any responsibility but I was sitting in at that time with an
official from Ottawa.

Q. I do not know how it is in British Columbia, but in our provinee the
assessed values are usually lower than the actual valuation.

The Vice-CHAIRMAN: Are you speaking of the rural property?

Mr. Jaenicke: T am speaking of the rural property.

The Vice-CHarmaN: T wish all the members would keep in mind the fact
that there are three separate headings under which these sales go, namely, those
in the greater Vancouver area, those in the urban area at large and the rural

properties which were handled, as I understand it, 741 sales through the Veterans’
Affairs Department and the Soldiers’ Settlement Act.

By Mr. Boucher:

Q. Can you give me any information as to the relationship of assessed value
in the rural area to the relationship of sales in the year 1943, generally in the
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municipalities? In other words, most municipalities can give you a caleulation
as to what portion of the current sale value the assessed value is. Do you have
any information on that, or was any investigation made in that regard?—A. I
think we haVe_ to have this in mind; we are thinking back to the year 1942 or
1943 and I think it would be right to say that, in the rural areas, the prices
at which properties were changing hands were considerably less than the assessed
va.lu.e. I mention that with a certain amount of diffidence, but I am not making
a wild statement. I have been given to understand that, in that area, apart
altogether from the custodian’s property, when properties were sold, the value
obtained did not measure up to the assessed valuation.

By Mr. Cruickshank:

Q. Is it not true that in every rural municipality in British Columbia, the
assessed value has practically no relationship to the sale price?>—A. That is
perfectly true. As an indication of that, just take a jump for one minute to the
city areas. The city was selling vacant lands, I am not speaking of improved
lands but there were some of them improved, but the city was selling these lands
at 60 to 70 per cent of the assessed value.

By Mr. Probe:

Q. But they were conditional sales, conditional upon building, were they not?
—A. That may be so, but in any event the purchaser had something which was
not improved and it was sold at a proportion of its assessed value. In the rural
areas, I think T am right in saying that the municipalities were prepared to sell
land at from 50 to 60 per cent of the assessed valuation. If you are going to get
into the question of the relationship of sale price to assessment, you would have
to consider individually every municipality because it is not the same all the

way through.

By Mr. Boucher:
Q. Is it not a fact that in almost every registry office they can give you that
data as to the relationship of the sale value of land sold each year to the assessed
value of the same land?

By Mr. Pinard:

Q. I should like to get some information in so far as the disposal of business
concerns owned by the Japanese is concerned. They must have had business
concerns. What happened to them? Were they sold, and if so, what was the
policy followed in that respect?—A. In regard to businesses, as I indicated at
the start, T believe quite a few hundred were sold by the Japanese themselves.
If they were not sold, the custodian was in this position; he had a dry cleaning
establishment, we will say, situated in rented premises, While the Japanese
was there, he was carrying on and he had a business. The Japanese was
evacuated and the custodian comes into the picture, having dry cleaning equip-
ment in a rented building. We really sold the dry cleaning equipment, that is
to say, we were not in a position, generally speaking to sell the goodwill or the
concern as a business. That type of article was advertised and sold Tenders
were called for on the actual equipment and, of course, the purchaser of that
equipment had to move it unless he made some arrangement with the owner of
the building. !

Q. What happened to the accounts when there were credits to be collected
from the customers?—A. This form provides for a declaration of monies owing
to the Japanese. Any debts owing to the Japanese were collected, in so far as
possible. Extensive correspondence was carried on and numerous collections on
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behalf of the Japanese were made. I mean to say the custodian has collected, on
behalf of the Japanese, any debts which were made known to him, where it has
been possible to collect.

Q. Were the services of lawyers required in that respect in some cases?
—A. I do not recollect any. There have been cases where the debtor refused to
acknowledge the debt, in which case we got in touch with the Japanese and told
him that this man disputed the debt.

Mr. StEwART: In conection with the Fraser Valley farms which were sold,
they were sold on a basis of about $1,100 each, approximately. We have been
told they were burnt out and were mined. If that is the ease, the income result-
ing from the operation of those farms would have been low. How was it that
the tenants or owners of those farms were able to acquire g0 much money that
they could purchase frigidaires, pianos and washing machines in such vast
quantities they could distribute them among their friends? T

Mr. CruicksHANK: I would be glad to ‘answer that, if I were permitted.

By Mr. Stuart:

Q. The thing I have in mind is that I remember, after the last war, property
was worth much more than it was 15 years previous. I wonder if we could be
told what the price of that property in question would be today compared with
the price about ten years ago; has the value increased? In my province, property
which would be worth $5,000 today would have been worth about $2,500 a few
vears ago—A. I am very sorry, but I did not eatch the import of that statement.
Would you mind repeating it?

Q. In short, all T want to ask is this, is the property today, in those areas
of which you spoke, worth far more money than it was prior to the war? The
value today might be much greater—A. The value today is undoubtedly greater
than it was in 1943. T do not think there is any doubt of that. Speaking gener-
alliv, Vancouver real estate or property in that area has a considerably enhanced
value.

The Vice-Cramrman: Gentlemen, it is now after one o’clock. Mr. Shears,
as you know, is from Vancouver. I do not know whether he is anxious, but T
think the government is anxious that he return to his duties as soon as possible.
He is here at your request and he will stay just as long as you need him, but I
am naturally anxious to expedite the business, so we might sit to-morrow instead

of waiting until next week. We will meet to-morrow at 11.30 in the hope of
winding up his evidence.

The committee adjourned at 1.00 p.m. t t ] i
B et e g i p o meet again on Friday, May 9,
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APPENDIX “A”
Form “JP” Fie 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

......................................................

Registration Number . oo ic.o /oo v, o, SRS o, ARO T
Occupation

.........................................................

(1f any business or businesses carried on, state where, under what name and whether
wﬂe;l on by yourself or in partnership with anyone; if partnership, give partner’s
name

Employer
Married?

..........................................................

...........................................................

..............................................................

....................................................................

Address of Children ............ T PR o R e X SRR LR W e 5 55
Lo n e T R et B S N SO A S B P T s S

Statement of All Real Property (Each parcel must be mentioned and particulars
given)
R T R B s T T R S s S N S g S

DR D B T T e A N RN

4 ke (Amount and where TRARIE). < ool i TRy G oo e s s e -
5. Encumbrances (Including any unregistered claims or deposit of title deed)

T R I S NS R T B e O g R S B RTINS SR S SR e
B T T T T A P R R S SN S R ) R S s ..

O I P e R R e N e R R R R R Tas e
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4 5. Sub-Tenants, If Any (Give name, address, rent and to what date paid). .. o
‘g 6. Occupancy and Leases (If vacant sostate)..............oiiviiinnn =
7. State Whereabouts of Tltle TICOBEEES. . /s vk b s Ta s o ER
8. State if any Other Person Has any Interest................c0n... ot eies .
& 9. If Farm Land State Crops Sown. ... ... .0t eivinidae i esdeioms i
E Statement of Real Property Occupied , - *
1.-Loeation and D escriplion . & 10 s R s s T Lo et n s drim i s e e
{ 2. Landlord’s Name and Addrens ;.. i cais snad s snas Bl g ot) o e tony
B 3. Particulars of Lease and Rent and Date to Which Paid................
B s T i R R e B R St o S A R N
4. State WhereRbotls of LeBSe « 5. v onvivone vosk notiod bhis ordn aaiaork s EA2 3
T S e s e e g 3
.................................................................... -jl
‘ 6. If Farm Land, Particulars of Crops Sown.........oeiueeeueeuenuenennns » 41
.................................................................... B
e My, |
................................................................. F u{

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:

....................................................................

Tt Wt Lo T DTS WA AN ARt 2 i i T T

....................................................................

....................................................................

AL NI TR

................................................................
....................................................................

....................................................................

no
o)
o
=
w0
(¢
R
£y
=
-t
o
o
8
o
(<)
Lo
<]
B
a
Q
=
&
[}
L |
>
=
=
8
o
‘U)
)
(=)
£
3
s |
<
o
=4
(=9
o)
8
w
!
a:{ﬁ . M‘v

...............

.......................................................
....................................................................

....................................................................

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

....................................................................

e

........................................

....................................................................

.................

...............................

....................................................................

....................................................................

...................................................................

6. Moneys Owing to You (State if any of these debts assigned and if 80,
to whom)

.......................................................

....................................................................




88 " STANDING COMMITTEE

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

....................................................................

....................................................................

Liabilities:
RN L Dl o e e e O e Tt e s s

....................................................................

....................................................................

.....................................................................
....................................................................

....................................................................

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 stoek, 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 thids: .5 ; O R el i S 1943.

...................................

--------------------------------------------------------------------
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MINUTES OF PROCEEDINGS

House or Commons, Room 497,
Froay, May 9, 1947.

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

Members present: Messrs. Burton, Case, Cleaver, Coté (Verdun), Cloutier,
Cruickshank, Fleming, Fraser, Gladstone, Golding, Green, Isnor, Jaenicke,

Marshall, Probe, Raymond (Wright), Rinfret, Smith (Calgary West), Stuart
(Charlotte), Thatcher, Warren, Winkler.

In attendance: Dr. E. H. Coleman, C.M.G., K.C., Deputy Custodian of

Enemy Property; Mr. F. G Shears, Director Vancouver Office; Mr. K. W.
Wright, Counsel.

The Committee resumed examination of Mr. Shears respecting the admini-
stration of the Vancouver Office of the Custodian.

Mr. Jaenicke tabled certain documents relating to inventory of chattels
left on property of, and owned by, one named Naochi Karatsu. The witness,
Mr. Shears, was questioned thereon and, after some discussion, he agreed to

supply the Committee, at the earliest possible moment, with a full report on
the said matter.

The witness also agreed to supply the Committee with certain information
relating to the sale of certain evacuees’ lands requested by Mr. Cruickshank
and Mr. Fleming.

At 1.05 o’clock p.m., the Committee adjourned to meet again at 11 o’clock
Monday, May 12, 1947.

ANTOINE CHASSE,
Acting Clerk of the Committee.
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MINUTES OF EVIDENCE

Hovse or CoMMONS,

May 9, 1947.

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

The Vice-CuHairmax: Gentlemen, shall we come to order. We have the
necessary number to form a quorum and unless there is other business to be
brought before the meeting we will continue to hear Mr. Shears.

Frank G. Shears, Director of the Office of the Custodian, Vancouver,
recalled:

The WirNess: Mr. Chairman, I think I would like to make one brief
statement in eclarification of something which was mentioned yesterday. In ‘
regard to the sale of the properties in the Fraser Valley area a question was ‘
asked as to what was the average price. I think the figure given was about .
; $1,130. I do not think that is quite a fair picture of that deal because I have !
an.individual list here and there was a property that sold for $10,768, another |
| for $7,200, another for $5,500, and three others at $4,500, $3,000 and $2,000. There l
it were also a number of properties that brought very small amounts such as ol
i 8125, $200, $400, so that in saying the average was $1,130, it really does not
i give a picture: T just wish to indicate that in that group of properties there were

varying types and the prices varied considerably. I would like to mention
that for the purpose of the record. g

The Vice-Crammax: All right, Mr. Cote? = *

{ By Mr. Cote:

Q. Yesterday, Mr. Shears referred to some advisory committees that had
been set up for the purpose of assisting the custodian’s office in Vaneouver in -

carrying out the duties and policies of the custodian. How many committees 4

did you say, Mr. Shears, were set up for this purpese?—A. There were two. ;

advisory committees. One committee concerned itself with what we call the
: greater Vancouver properties and the other concerned itself with the properties

outside that area. The greater Vancouver area committee was presided over 3

by Mr. Justice Sidney Smith, and the other one was presided over by Judge

Whiteside.

Q. Were they both in the city of Vancouver?—A. No, the greater Vancouver
advisory committee sat in Vaneouver, usually in Mr. Justice Sidney Smith’s
office. The other committee, except for a few initial meetings in Vancouver,
always sat at New Westininster and usually sat in the Judge’s office. Mayor

i Mott of New Westminster was alzo one of the advisory committee members.
Q. How many members were in each of these committees?—A. T will just
zive vou the exact set-up. Two independent committees were established. One
was known as the advisory committee for the greater Vancouver properties and
the following members were appointed to the committee on March 8, 1943:
Honourable Mr. Justice Sidney Smith, the chairman. of the Appellate Court of
British Columbia; Alderman Charles Jones, and Mr. Kishizo Kimura. * Mr.
Kimura resigned on July 20, 1943. The other committee was known as the
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advisory committee on rural properties. The following members were appointed
on March 15, 1943: His Honour Judge David Whiteside of New Westminster-
was the chairman. The others were Messrs D. E. MacKenzie and J. J. McLellan
and Mr. Hal Menzies.

Mr. MacKenzie is now deceased and Judge Whiteside quite recently died.
Mayor W. Mott of New Westminster was appointed to take the place of Mr.
MecLellan who attended only one or two meetings and then resigned. Mr. Hal
Menzies was a real estate gentleman who had lived in that vieinity for many
years. The Japanese, Mr. Yasutaro Yamaga, who was the representative on
this committee resigned on May 26, 1943.

Q. By whom were the members of these two committees appointed?—A. 1
“beg pardon?

Q. By whom were the members of those two committees appointed?—
A. The committees were appointed directly by the Secretary of State
Department.

Q. You have mentioned, Mr. Shears, that the two Japanese representatives
had resigned of their own accord at the beginning of the activities of the two
committees. Would you have the date of their resignations in each case?—
A. Mr. Kimura resigned on July 20, 1943 and Mr. Yamaga resigned on May
26, 1943.

Mr. Burton: Did they give any reason for resigning or what were the
reasons?

The Wrtness: I recollect that a letter from one of them said that he felt
his services or the services which he could render had been completed and there
would be no particular reason for his remaining on the board. That letter was
from Mr. Yamaga and T think Mr. Kimura just merely sent in his resignation
stating that he preferred not to be on the committee and of course both of those
Japanese persons had been evacuated and were living quite a distance from
Vancouver and New Westminster.

Mr. Core: Had they been engaged individually in the business of the
committee? .

The Wirness: For the first few meetings they did and they agreed in prin-
ciple that the policy the custodian was following on management and also on
liquidation was satisfactory. They were not in attendance at any meeting when
specifie offers were being dealt with.

Mr. Jaenicke: Could they have been there?

The Wrrness: They had resigned.

. Mr. Jaenicke: Was there some correspondence leading up to their resigna-
tions?

The Wrrness: I only recollect the letters in which they resigned.

By Mv. Cote:

Q. Would you have in writing.any expression of satisfaction on their part
with the policy followed by the custodian?—A. As I have already mentioned, I
feel sure that the letter that came in from Mr. Yamaga indicated satisfaction
with the prineiple. I could not go further than that without producing the letter.

Q. Was there any attempt made, Mr. Shears, to have these two Japanese

-representatives replaced on the two boards?—A. No, when their resignations
were received both those committees considered the matter and made no recom-
mendation that they should be replaced and the remaining members of the board
carried on.

Q. Have you, or has anyone else, received any request from the evacuees or
the Japanese to have these two members replaced following their resignations?
—A. Definitely no.
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Q. Now did you start liquidating the assets of the evacuees before the
evacuation was completed?>—A. No, not at all. The only properties that were
sold previous to the evacuation were the properties which were sold by the Jap-
anese themselves. The policy of liquidation, as a matter of fact, did not come
into effect until the 19th of July, 1943. That was the date when the tenders first
closed for the properties which were advertised. That is of course apart from
the sale which was made to the director of the Veterans’ Land Act.

Q. I heard you say yesterday, Mr. Shears, that one of the complaints that
yvou received from the evacuees was that they were absent when their property
was sold. Did you receive a great number of protests of that kind?—A. Yes,
we did. As I intimated yesterday there were two types of complaints. A con-
siderable number of the complaints simply said, “We do not wish to have our
property sold,” or “We do not wish that it shall be liquidated.” Then there
were a number of Japanese who wrote to the office and said, “Not only do we
not wish our property to be sold, but having been sold we do not think that the
amounts realized have been adequate.” In some cases they mention in their
letters that they thought the price should have been such andsuch. Just broadly
speaking, there were those two types of letters and they have all been acknowl-
edged by the department stating that their letters remain on the record and we
indicated that we were carrying out a policy which had been outlined by the
government.

Q. Were they individually notified when tenders were called, for instance,

for the sale of real properties and when their chattels were to be sold or when -

any of their other assets were to be sold?—A. No, not at all. =

Q. Could they have had any way of following the procedure of the cus-
todian in the disposition of their own personal assets?—A. No, I would not say
they could. They were not living in the area and of course they were all aware
of the policy of evacuation. .The Japanese had the option of having anything
that they wished shipped to them. That was not real property of course but it
applied as far as household chattels and so on were concerned. Those things
were available on requést. They were also aware that the policy of liquidation
of chattels was coming into effect. The policy was widely known in the camps
in which they were living, and they knew their goods were to be sold under the
government's policy.

Q. What did you mean Mr. Shears when you stated they could have some
of their assets shipped to them?—A. If, by any chance, they wanted all their
furniture or everything they owned they could have had it shipped but we did
not have any requests for shipment. I think one of the reasons for that would
be that a lot of it would never have justified the cost of shipment. Up until
those household effects were sold by auction the custodian was willing and ready
at any time to ship the goods to the Japanese. I know that in some cases we
have shipped certain quantities.

Mr. CruicksHANK: At whose expense?

The Wrrness: At the expense of the Japanese.

By Mr. Cote: .

. Q. Where were the goods shipped?—A. To the place where they were
residing. In regard to the Japanese that were living in what they called the
interior housing settlements, they were provided with all that was considered
necessary to provide a home and subsistence. If they wanted anything further
we shipped it in co-operation with the Department of Labour. If they requested
shipment they were advised that they would have to take eare of the charges but
that the goods were available for shipment at any time.

. Q. Did you have a substantial number of requests for shipment?-—A. No,
Just a limited number.

] . P
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Q. Now after any assets had been disposed of were the Japanese individually
notified as to the proceeds of those sales?—A. They have all been notified. I
would not care to say that they were notified immediately. The accounting of
all those items was considerable but they were all definitely notified, and in fact
long since, every Japanese has had a statement of his account. If he has not
had a statement it is an omission. The statements were made in many cases
continually, starting from his first balance and continuing on up to his present
balance. T would say that if any Japanese requested information he was given
immediate consideration but if he did not request it he would only get it in the
normal course and there would be some little delay. However, there was no

purposeful delay in not revealing to him what his credit was if his goods had
been sold.

The Vice-Cuamrman: Mr. Cote, T do not know how much more you have to
take up but I am keeping in mind the ruling which I made yesterday.

Mr. Core: I am very sorry, but I am about through.

The Vice-CrHamMaN: I do not want to interrupt but I am just trying to live
up to what I said.

By Mr. Cote:

Q. I will be very brief. I was going to ask, Mr. Shears, about what he said
in regard to the complete record of the Japanese. I am wondering how you would
lefa.r;’xl of the new places in which they were living?—A. I did not get the import
of that.

Q. I say that on the 19th of July when you first closed off the tenders, you
could not at the time have communicated with each and all of the evacuees
because you were not at that time aware of their addresses—A. We did not
communicate with any of them.

Q. But later on you did?—A. We were aware of the addresses of these
Japanese at all times by inquiries which we were able to make through the
Department of Labour and our files were kept definitely up to date with respect
to the location of these Japanese. Our department had no concern with that
matter but we had all the information that we wanted at any time with respect to
where any Japanese was living. .

Q. I understand you opened individual accounts for each of these evacuees
from the moment that you had something on deposit?>—A. Yes, we opened
individual accounts for every Japanese who had any money to his credit.

The Vice-CHairMAN: You are next Mr. Jaenicke.

By Mr. Jaenicke:

Q. I was just going to follow up some of the matters brought out by Mr.
Cote. I have here an example of some of the goods and chattels handled. I am
predicating my remarks by saying we heard Mr. Shears yesterday on the diffi-
culty that his office had in keeping track of the goods and chattels and that
there was a lot of theft and vandalism and things of that nature. However, 1
think the committee should have some information on this particular case and I
should like, after T am through, to have Mr. Shears comment on it. "I have here
a copy of an inventory of a Japanese by the name of Maochi Karatsu, registra-
tion number 12051, and file number 8666. This inventory is an inventory of
all his goods and chattels which was compiled by this Japanese in the presence
of a Mr. W. E. Anderson of your office. I believe he is in the farm department of

. your office—A. What date is that, may T ask?

Q. October 28, 1942. My information is this Japanese was still at that time
at his home and that is where this inventory was made. All the goods and
chattels were valued in the presence of and apparently with the consent of Mr.
Anderson and I think the valuation is reasonable. Chairs are valued at $1 apiece,
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some at 50 cents apiece, and they are very small valuations. A box contained a
quantity of fishing tackle valued at $160 including one good condition high-
tension magnet, the cost of which was $80. There was a one-quart water kent
coil which cost $15; one dozen bearings $15; ten sprockets, $12; -twelve paint
brushes, $30. Another large item is a tool-box containing fishing gear for
commercial purposes. Two hundred fathoms of stainless trolling wire, (cost
$30) ; one hundred new fish-hooks for pilchard bait, (cost $7.50); two hundred
spoon hooks, (cost $70). The total valuation of the articles contained in tl_lat
box was $107.50. The other valuations on the inventory are just small, ranging
anywhere from 15 cents to about $5.00. The total valuation on this inventory
is $723.45. Apparently on March 15 this Japanese, Mr. Karatsu, wrote to the
office requesting that certain articles be sent to him. I may say certain articles
were sent to him according to the inventory, including three steel bedsprings
which were sent, but which, by the way, were valued at $2. Also a chesterfield
chair which had no valuation on this inventory was sent. Apparently he
requested some further articles to be sent to him and on March 15, 1947 he
received a letter from the office of Mr. Shears, signed by Mr. W. E. Anderson
reading in part as follows:

In reply to your letter of Mareh 15 in which you ask that certain
chattels be sent to you, we have to advise that we are unable to ship
these articles as some have been sold at auction and others are missing.
The bocks were badly mildewed and damaged and were discarded as
being of no value. We are enclosing an itemized statement of the
articles sold at auction and the balance not shown on this sheet were
either stolen, or damaged and declared of no value. ;

Referring to your enquiry as to expenses against your boats; these
expenses are proportionate charges covering supervision, insurance and
survey expenses actually paid out. No office expenses or commission on
the sales have been charged.

Your account has now been credited with the sum of $43.50 repre-
senting $21.75 on each boat covering a transportation claim from Steves-
ton to Tofino. These amounts have been credited as it is understood
that you delivered one boat and paid the expenses on the other one on
the trip down and return to Tofino. We would appreciate your confir-
mation that this is correct.

A statement of your account is enclosed and these funds are available
to you on request.

Yours truly,

I may say I mention nothing about the boats but I simply refer to the
goods and chattels of which I gave you a description and an explanation of
the inventory. Now here is the statement of the goods and chattels which
were sold by auction at Mission, B.C., on March 7, 1945. The total is given
as $10.40. On an inventory that was originally $723. There was an expense
of $4.04 against it Jeaving a balance of $6.36 for this inventory. Now as I say,
Mr. Shears has explained there has been a lot of theft and vandalism going on
but I shold like to put these documents on the record if the committee wishes
so that in the end we may make some recommendation to the House or to the
government that cases like this may be looked into and that justice be done
to some of these Japanese whose property has been disposed of in such a way.
I should like to hear Mr. Shear’s comments. ' : n

Mr. GrabsToNE: Was your statement in error in one respect, as you gave

it, Mr. Jaenicke? That is did the realization of $10 a ainst the original value
of $700 include boats, $10 ag ginal valu
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Mr. Jaenicke: No, it does not include boats. If the committee likes I
would put the statement on the record.

Mr. CruicksHANK: Was this appraisal done in the presence of Mr. Ander-
son?

Mr. Jaenicke: Yes.

Mr. CruicksHANK: I just want the point perfectly clear. It should be
definite that Mr. Anderson was an official employee of the custodian’s branch
and he was present when the original estimate was made.

The Vice-Cuamrman: May I suggest, Mr. Cruickshank, that you ask that
question of Mr. Shears.

Mr. CruicksHANK: Mr. Jaenicke has just made the statement and this
happens to be in my riding and I have been accused of a lot of things in
connection with the Japanese so I would like to know.

Mr. Jaenicke: I am not accusing you of anything.

Mr. CruicksHANK: Just a moment, Mr. Chairman, if the valuation of
the Japanese property. was prepared by an officer of the government and was
approved as $700 and the Japanese only got $10 out of it, I am very much
interested.

The Vice-Cuamman: Would you be good enough to table that inventory Mr.
Jaenicke?

Mr. JaeNicKE: Yes.

Mr. Core: Before there is any motion put I would like to say this.

The Vice-Cuamrman: There is no motion.

Mr. Core: But we had better hear Mr. Shears.

The Wrrness: Mr. Chairman, and gentlemen, I think you will appreciate
it is not possible for me to have all the details of any specific case which you
may bring to my attention. However, I would like to say this in regard to
what has been read by Mr. Jaenicke. Mr. Anderson was an employee of
the office of the custodian. Never, at any time, did he have any authority,
nor did he attempt in any way to value any properties. If the Japanese was
with him at that time, and it does seem rather likely, it is possible that he was
in the area, if he were there at the time the inventory would probably be
made when they were together. It is quite possible they listed all the articles
together. The placing of any price against those articles would, however, be
entirely the responsibility of the Japanese and no consent or approval in-any
shape or form would have been given by "Mr. Anderson because that has been
quite a distinet rule in our department. Mr. Anderson is not an appraiser.
I think probably, because of his contacts with Japanese property, he has a
better idea than I would have, or than some of you gentlemen would have.
He was not there in any way to place prices on articles sold. I admit, if
those figures are in any way accurate there seems to be a wide gap between
what they were sold for and the original valuation. The point would be, what
articles were actually sold of the original list? A number of them. for some
reason or other, would not seem to have been sold at all. A specific analysis
of the file would be necessary to reveal all the facts. 3

Mr. Core: Would it be possible to get some information on this particular
point in which T am very interested. I understand you are about to leave to
return to the coast but would it be possible to send to the chairman or to Doctor
Coleman all the particulars and facts pertaining to this particular case? :

The Wirness: I would certainly be willing to do that. The only thing
which erosses my mind, and I think I am in order in saying this, is it has been
indicated has it mot, on the floor of the House, by the minister, that active
consideration of claims is under way. Would that not be the time when the
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details of specific cases would be of greatest use. However if any particular case
is requested we would only be too happy to supply the details. s

Mr. Core: If you require a motion I would be glad to put it.

Mr. Smrra: Even at $700, and taking the value at half of that, do you not
think the committee should have some explanation. If you just take the articles
which have been read off by Mr. Jaenicke, and, using our own figures as to what
they might be worth, there is a disecrepancy. A man gets less than $10 for the
whole lot, and I think some explanation should be forthcoming.

Mr. JagNicke: You can see for yourself the values are very reasonable.

Mr. Core: I would be quite prepared to move that you send these particulars
on to the chairman, Mr. Shears, leaving it to the chairman and to his steering

committee to decide whether it is worth while opening a discussion on the

particular case in the full committee.

Mr. Fraser: 1 wonder if the witness would say whether any other occasions
such as this have come to his attention, where the depreciation has gone on to
this extent.

The WirNess: Yes, T would say that is true. I would say this too. It will
be without a doubt possible for you to introduce some cases along the line of
that which has now been indicated but there will be thousands where you will

not find the same situation. I am not making this as a definite statement in —

regard to this particular case because I am not in a position to do so but just
supposing it was shown the articles sold fetched a fair value for what was sold,
and all the other articles disappeared. That would have been one of these
cases, I admit, an extreme one, where our file might reveal something with regard
to the disappearance by theft of all the articles. [ do not want the committee
to get the impression that in many cases everything in the house had dis-
appeared. I am taking this as an extreme case. Possibly if such a considerable
amount of goods were short of the amount of goods which were sold, the answer
would be that the goods had been stolen.

Mr. Fraser: In this case you mentioned and these other cases, were these
mventories made by men of your department or how were they made?

The Wirness: In some cases they were supplied in the original declaration,
then at a later date our men, as and when it was possible for them to da =0, went.
around to all these various farms and checked up on the articles that were there.
In this particular case it would appear Mr. Anderson was there when the
Japanese was there and that would be proof positive that these articles were
there. It would not, in my judgment, be proof positive of their value. It may
or it may not have been right.

Mr. Fremina: Mr. Chairman, I have a number of questions but to spread
this around among the members quickly, I will confine myself to just one phase.

The Vice-CuamrMaxN: Is it on this particular question?

Mr. FLeming: No, T want to turn now to the Fraser Valley farms.

The Vice-Cuamrman: May we dispose of this first? Is it your request that
the Chairman ask Doctor Coleman or Mr. Shears to give us further information
with respeet to this particular case?

Agreed.

Mr. Prose: Mr. Chairman, I think the information contained there in the
documents. given to you by Mr. Jaenicke should be retained on the record.
As I understand it that inventory form is the regulair form of the eustodian’s
branch or a copy of it. Tt looks as though it has some official value and

I b:lie{e the thing shonld be printed as it is there dnd reference made later
on to it.
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: ~~ Mr. Cruicksuank: I would like to follow that up. I am also interested
¥ . in this Fraser Valley. I think every member wants to do the fair thing by the
Japanese. We may have been indiscreet in some things but not with respect
to the value of goods taken. I do not know how much is involved, there may
L be hundreds of thousands of dollars, I cannot say. However, with my limited
experience in Ottawa I do not see that there is any particular rush for
Mr. Shears to return to British Columbia. It is a delightful country out there
at any time of the year and I would like to be there myself now, but if there
are hundreds of thousands of dollars involved I am not particular whether
Mr. Shears goes back to British Columbia to-morrow or a month from now.
As I understand it, the minister made a statement in the House that adjustments
were necessary and they would have to be made. I think this committee is
set up for the purpose of discovering whether any injustice has been done and
we are then to make our recommendation. I think we are entitled to all the
information we can get and I am not particularly worried about Mr. Shears
going back to Vancouver. I would like to go back tomorrow, as I said. After
all, Mr. Shears is an official and I think this committee should have whatever
information is necessary from Vancouver. Mr. Shears might get that information
' and explain it to us when he gets it.
The Vice-CHARMAN: I assure you, Mr. Cruickshank, that Mr. Shears will
be kept here until such time as the committee decides otherwise. I mentioned
| that he was from British Columbia and the governement is anxious that he
ﬁ return as quickly as possible but that is not sooner than he is able.
E
|

s - Mr. CruicksHANK: I would like to have this information as brought out
by Mr. Jaenicke. I do not know whether it is correct and I do not think
Mr. Jaenicke knows whether it is correct but I would like to have details and
| information brought from the office in Vancouver in order to have Mr. Shears
explain it to this committee.

The Vice-Cuamrman: You shall have that information.

Mr. Core: Speaking to that request, Mr. Chairman, I rather think it would
. be more advisable, before printing the inventory tabled by Mr. Jaenicke,
- and the other documents, that we get the full reports on the other side of the
&l picture and if necessary at that time we can have the whole thing printed in
s i the same*minutes of evidence.

BN Mr. Jaenicke: The only thing is, it will give you information as to the
'\'33 valuation of these articles and you can form your own opinions.

kL Mr. Core: That is an individual case, Mr. Jaenicke. If it was a matter of
z higher policy you would be quite right, but this is an individual case. There
:T may be a full explanation to account for this particular case and it would
ik be unfair to let all this go into the minutes of evidence here without a proper
B answer which Mr. Shears is not in a position to give today.

? The Wirness: Just for the purpose of the record it is written right at
:5:., the top of this sheet, “List made by custodian, owner's valuation added”. I am
e merely putting that down for the purpose of the record. I definitely do not

agree that this is a valuation made by an employee in my office.

Mr. Japnicke: I did not say that.

Mr. FLeming: We all understand that. _

Mr. Smrra: Mr. Chairman, if we are going to print anything it should
be printed in one piece, that is the only fair way. ;

The CaammaN: In the meantime, we will table it and the clerk will be
the custodian of the papers.

By Mvr. Fleming:

Q. Mr, Chairman, may I ask a group of questions in regard to the farms

of the Fraser Valley area? As I followed the evidence given by Mr. Shears
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vesterday it indicated that in this group of farms there was a total of 769 of
which about 20 were not in the Fraser Valley.—A. Yes, I said that. There
may have been 30 to 40 relatively the bulk of them were in the Fraser Valley.

Q. Were those outside the Fraser Valley included in the sale to the
Soldiers’ Settlement Board?—A. Definitely yes. They were in the same offer
but some of them were on the mainland and there were a few over on Vancouver
Island but it was quite a limited number.

Q. The Soldiers’ Settlement Board got the full 769 for the price which you
mentioned yesterday, namely $836,000?—A. No, excuse me, I think we should
have this just right. There was an offer on 768 parcels. That was the original
offer. There was a subsequent offer. ;

Q. What was the amount of that offer>—A. That was an offer from the
Soldiers’ Settlement Board?—A. Yes, 768 parcels, and the offer was $750,000.
It was raised to $850,000 and that is the point, gentlemen, that we have got to
make clear. The offer was for 768 parcels but we were not able to deliver title to
all those 768 parcels. ‘

An Hon. MemBER: For what reason?,

The Wirness: I will come to that in a minute. There were 768 parcels in
the first offer; 55 properties in a second offer which was considered by the
advisory eommittees; and we had to withdraw some 60 odd properties and the
actual number finally sold to the Veterans’ Land Act was 741. The reason for
the withdrawal of those 60 parcels was in part this: 20 of them, approximately,
had no Japanese interest at all. The other 41, in a number of cases, were in
the name of a deceased Japanese and the sale of that property had to be handled
through an official administrator. In some cases there were encumbrances
against the property greater than the Veterans’ Land Act offer and for that
reason they were withdrawn. When the sale was consummated in was consum-
mated on the basis of an acceptable offer of $850,000 against $867,000 valuation
of the properties in the first offer. Could I put it this way?

This is a copy of the offer. The Japanese name the appraised value, and
the sale price. The sale price is 1-7 per cent, a little less than 2 per cent, lower

than the appraisal. After a property was withdrawn it was just withdrawn on
that basis.

By Mr. Fleming:

Q. I do not know whether that was quite clear Mr. Shears. Probably we
can clear it up with a question or two. Now the offer which was finally accepted
was 741 properties all of which belonged to Japanese?—A. Yes.

Q. They were sold for a total of $856,256?—A. Definitely.

Q. And some other properties were taken out of the larger group because
they were not the property of Japanese?—A. Yes, and also 41 properties that
belonged to Japanese which we could not convey were taken out because they
belonlged to deceased persons and they were not sold to the Veterans’ Land Act
people.

Q. Some of those would be included in those 50 that you said were not sold?
—A. T think they have all been sold.

Q. Let us confine ourselves to the 741 that were sold. An appraisal was
made by the superintendent of the Soldiers’ Settlement Board—A. By the
Soldiers’ Settlement Board of Canada, I think that is the title.

Q. Yes, and their appraisal of those 741 properties was exactly how much?
I think you gave the figure yesterday of $847,0007—A. Yes, $847,878.

Q. We are clear on that—A. That would be right, yes.

Q. Now had your office made any appraisal apart from the appraisal of
the Soldiers’ Set@lement Board?—A. Not at the time the offer was being dealt
with, The advisory committee made some examination into some of the
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properties before they recommended the acceptance of the offer. That was a
valuation they made then.

Q. May I inquire if there was any general valuation made by your office
before this offer was received or made by the Veterans’ Land Act officials?—
A. There was not.

Q. Now you say there was a check made of some properties. How many
properties were checked as to valuation before the acceptance of the offer?—
A. I think 17 or 18 properties.

Q. 17 or 18 out of 741?7—A. Yes.

Q. And remembering apart from the fact this was a cash offer and a bulk
offer, were there any other reasons you would like to mention which would
lead your office to recommend government acceptance of this offer? I want to
get the whole picture and to make sure you are perfectly fair—A. This offer
was negotiated between the advisory committee of the custodian and the com-
mittee of the Department of Veterans’ Land Affairs. Representatives of the two

"~ committees sat together and as a result of their negotiations the advisory

committee under Judge Whiteside recommended to the custodian that, in view
of all the circumstances, the purpose for which those lands were required, the
fact that the custodian would be relieved of a certain amount of carrying
charges, the offer should be accepted and that offer was finally accepted.

Q. Those are the points I mentioned, and I take it we have before us all
the factors that led to the acceptance of this offer?—A. Yes.

Q. You mentioned yesterday a figure of assessment of $1,250,940. I take it
that figure is the assessment of the 741 properties.—A. Yes.

Q. Now, have you within your knowledge information as to the terms on
which these properties were then sold from the Soldiers’ Settlement Board to
the veterans?—A. That is not our department of course, but I am advised that
when the director of the Veteran’s Land Aect sells these properties to a returned
man he sells them at precisely the amount which he paid the custodian plus any
improvements that they themselves have made. That is to say the Veterans'
Land Act bought the property for $2,000 and the returning soldier would buy
the property for $2,000 from the director of the Veterans’ Land Act. I think
I am right in that statement but of course it is not my department.

Q. Well you feel quite certain about it and perhaps the chairman could
arrange to have that information confirmed. Now, let us go on to the distribution
of the proceeds. You start with a certain valuation made by the Soldiers’
Settlement Board. When you started to break down the proceeds of the $836,000
among the Japanese owners on what basis did you proceed?—A. Originally the
offer was for that number of properties for that sum of money, giving an
itemized list of all properties on which they were bidding. For example our
file number 11,060, Veterans’ Land Act number 75 the Japanese name was
S. Sukawa. Their appraisal of that property was $1,158. Then if you added
up all the totals of the 700 odd parcels it would have come to $857,000 all from
the first offer. The sale was then computed to the exact decimal point because
of the fact that the advisory committee recommended acceptance of the
$850,000 as against the valuation of $867,000.

_ Q. To put it briefly the distribution of the proceeds among the Japanese was
based on the appraisal of the Soldiers’ Settlement Board and worked out on a
pro rata basis against the total price?—A. Correct.

Q. What steps did you take to notify the Japanese concerned of that
appraisal>—A. There was a statement sent out to each Japanese showing the price
at which his property had been sold to the director of the Veterans’ Land Act.
On the same statement there would show the disbursements, that is his share of
the taxes and fire insurance and I think that would be about all.

Q. And how many owners were there in the 741 properties? Were they all
individually owned?—A. I would say yes. There would be some slight difference
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because there would be joint interests in a few cases but I would say approxi-
mately 700 owners would be concerned. :

Q. Did you have replies from them?—A. I would say in the Vancouver office
we might have had 300 letters of complaints. That, of course, may or may not
indicate that all the people who wished to complain did so because when we
received these letters of complaints we replied, stating as I have mentioned before,
that their letter was being filed for record purposes. I think it is a fact that the
Japanese population as a whole, living in these camps, would understand that if
one Japanese complained and received that letter they would all receive such
letters and they might not have troubled to write us. I do not know whether that
is the explanation but it could be.

Q. How does that number of eomplaints with reference to the total number
of persons affected, ecompare with the record of complaints that were received
regarding the disposal of other types of Japanese property?—A. Well, I am
frank in saying here that practically all complaints which have been received
have been in connection with these farm lands which were sold to the director of
the Veterans’ Land Act.

Q. I take it to be a fact from what you said yesterday that your office really
had not any particular part to play beyond aceepting this particular offer. It
was a matter of government policy.—A. It was a matter of negotiation between
these two government departments and our local Vancouver office did not enter
into the picture in regard to the sales of that group as we did in regard to other
properties.

Q. The decision was a government decision?—A. Yes.

Q. A matter of government poliey. Just a question in passing. Of the
owners of the 741 properties would you know how many were naturalized British
subjects resident in Canada?—A. No, I am sorry. )

Q. You did not keep any records?—A. In so far as our department is con-
cerned in administering the affairs of the Japanese there was no distinction. An
evacuee was not an enemy and whether he was a national or naturalized or
Canadian born. It made no difference to the administration of his property and
the disposal of it when liquidation came into effect.

Q. That answer would apply to all property of persons of the Japanese
race?—A. All evacuees.

Q. There was no distinetion drawn between their status in any respect?—
A. No, there were of course some Japanese classed as enemies but I am speaking
of evacuees. '

Q. Have all the owners of the 741 properties now received the proceeds of the
sales or in some cases are the proceeds still held by the custodian?—A. The
overall picture at the moment is this, that we have approximately 1,600 accounts
which have credit balances. They are being sent out just as fast as they can
be sent out. They are not being held for any reason at all. In some cases we
have sent out money to a Japanese and the cheque has been returned saying that
he does not wish to accept it and so that money of course goes back to the eredit
of his aceount.

Q. You are speaking of the overall picture?—A. Yes.

Q. When you speak of 1,600 accounts?—A. Yes.

Q. I am speaking only of the persons intitled to sale proceeds from the sale
of the 741 properties.—A. I could not give you that proportion but as I say
there are credit balances for 1,600 Japanese. ,

Q. That is another subject to which I would like to come back a little
later. You cannot, however, from the knowledge of your records now, tell me
how many cases of owners of the 741 properties have received in full the proceeds

of the sale of their parcel —A. No, I ean only say that the majority have received
their money.
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Q. And amongst them how many do you think have refused to accept it?—
A. T think about 30 or 40.

Q. Thirty or 40 out of the majority?—A. Yes, that number returned their
cheques.

The Vice-CHAmrMAN: Ten per cent roughly.

The Wirness: Yes.

By Mr. Probe:
Q. Mr, Chairman, I would like to ask a few questions to follow up what
Mr. Fleming has been asking with respect to the land held at one time by
Japanese nationals, or naturalized Japanese.

Mr. FreminGg: You had better not call them Japanese nationals.

Mr. ProBe: No, I will change that to. persons of the Japanese race.
Yesterday, in the evidence, the witness accepted a phrase with respect to this
land. Perhaps I should ask him whether he did accept the statement with respect
to this land but the suggestion was it was already burned out in the sense that
it was no longer productive farming land. Might I have his comment on that
for the record to-day because I would like to get that matter cleared up?
That is as to whether or not it was or was not fit for production—A. As I
stated yesterday I am not a farmer and I merely stated that I have been
advised that a number of these properties were in the class of what was termed
burned out lands. I do not think that means they were entirely non-productive.
I think by putting in more fertilizer and that sort of thing the land would
still be productive. That is somewhat of a technical matter and beyond my
knowledge but this information has come to us in a general way.

Q. In general would you say these lands were suitable for further farming?
That is, they are still suitable for the use of the soldiers to whom they were
ultimately sold. —A. I would say that was true, but as I say that would be a
question for a person who understood agriculture more than I do.

Q. As far as burned out valuation is concerned the suggestion came from
one of the members of the committee rather than from the custodian’s depart-
ment.—A. No, that statement, as a matter of fact, has been a general state-
ment in and around the Vancouver area and the statement did not come from
the committee. I am just saying that is generally accepted in Vancouver and
the Fraser Valley area that many of the Japanese farms would have been
termed as burned out, but they were still producing and I take it can still be
productive.

Q. Would you be able to inform us as to what is the general nature of the
production of the lands that were occupied by these evacuees from their own
production or production that has been obtained since they left? I am not as
familiar with that area as would be the member from Fraser Valley. I do not
know the country as a whole—A. They are what might be called small berry
farms, raspberries, strawberries and so on, but Mr. Cruickshank might be able
to say something there.

Mr. CruicksHANK: I certainly intend to say something when you are

. through.

By Mr. Probe: :

Q. Well, was the land productive generally, following the removal of
these persons from the Fraser Valley? Was it kept in production?—A. Very
little of it went out of production. Arrangements were made by the Japanese
themselves before their evacuation, in co-operation generally with the Pacific
Co-operative Union, that white tenants be placed on the farms. Sometimes
the white persons were on the land even before the Japanese were evacuated.
Broadly speaking, all the farms had some tenant placed upon them within a
limited time.
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Q. That would be covered by some form of cropping arrangement whereby
the evacuee would receive his proper share of the produce of that farm?—A. In
all cases, I think I might say, it was an outright sale of the erop for that
particular year. That is to say the Japanese contacted a white tenant and
the white tenant said “I will pay you $600,” for instance, “for the use of your
property and for the growing of the crop”. From that time on, of course, the
white tenant had to cultivate it and had to take the crop off.

Q. Might I ask further, in connection with these holdings, was the farm
machinery which had been part of each farm left on the farm when the Japanese
evacuee left?—A. The farm machinery stayed with the land for the use of the
white tenant during the term of his lease. That lease was for one year and in
most cases it was renewed for the following year. It was renewed up until
the time when these properties were sold to the director of the Veterans’ Land

Act. At that time the tenants who were on the land became the tenants of the

Veterans’ Land Act. ' ' \

Q. Was ‘the machinery valued separately in connection with the appraisal
that was made for the purpose of selling out their interests?—A. The offer of
the Veterans’ Land Act was for the real estate only, the buildings and so on,
but not the equipment.

Q. And such things as machinery, livestock, automobiles, and trucks would
be disposed of through ordinary channels other than those involved in this
arrangement between the custodian and the Soldiers’ Settlement Board?—
A. Those items were vested in the custodian and were disposed of by the means
I outlined yesterday, that is advertising and ealling for tenders or, if it was the
type of article that could be sold at auction it was sold at auction.

Q. With respect to the land, T presume the land was asked for by the
officials of the Veterans’ Land Act rather than offered by the custodian to the
Veterans’ Land Act. I would just like to know whether your department
suggested to the Veterans’ Land Act that they buy these properties or whether
that came about with the offer?—A. I can only say in regard to this particular
offer, as already indieated, that it was the result of negotiations between the
two governmental departments and not at Vancouver. The Vancouver office
did not really comeé into the picture until after the deal had been consummated.

Q. That is the custodian is simply a third party in negotiations that
happened to take place between the Veterans’ Land Act or shall we say, the
secretary of state and the Department of Veterans’ Affairs. Those would be
the two departments involved in those negotiations.—A. My understanding
is that the deal originated, and of course it would naturally come from the
Department of Veterans’ Affairs. Knowing of these properties in the Fraser
Valley and considering it desirable that they should be held for returned soldiers,
I presume the Department of Veterans’ Affairs would approach the department
which had control of these lands by vesting at that particular time. Those
two departments entered into negotiations and the deal was considered by the
advisory committee and acceptance was made. It was only at that time that
the Vancouver office came into the picture for the purpose of the mechanies
of transferring the properties.

Q. May T ask if the Department of Veterans Affairs rejected any parcels
because of the burned out feature? T presume they would have had their own
inspectors working on this?—A. No, all the properties on which they offered
except those which were withdrawn by the Custodian were sold.

_ Q. Now, then, what was the total acreage that was bought out at this
price of $850,000 or is it $836,000?—A. I am afraid that on an acreage basis
I could not venture an opinion.

Q. You could not give me or the committee an idea of the average acrefgge
ion

of the farms?—A. Yes, but there again, as 1 mentioned before in connee

with the average price of $1,158, one property was sold at $10,000 and another
88774—2
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at $200. These farms were generally small farms, one acre, two acres, five acres
and so on.

Q. Would it be more correct to say they were small holdings rather than
farms and surely there is an average that we could strike with respect to
this?>—A. They were small holdings, yes.

Q. Have you any comments to offer on what the assessment. procedure is
in the Fraser Valley with respect to these lands because I judge, since you
have had numerous letters protesting the sale price, the owners wanted more
than they got. Is there any basis for their complaint? How is the assessment
worked out in the areas where this land was sold? In my city, for example,
we have an arbitrary assessment for land and a 30 per cent valuation for
buildings.—A. I would not be positive about this but I think land is assessed
at its full value and improvements are assessed at 50 or 60 per cent. However,
I would rather not make a positive statement in regard to that.

Q. Mr. Jaenicke corrects me and tells me that in Saskatchewan they set
the assessment at 60 per cent of the value of the buildings—A. As a matter of
fact they sometimes have an assessed value and a value for taxation purposes
but just what the valuation is I do not know.

Q. In general would you say it is incorrect to say that the custodian has sold
poor quality land to the veterans in this proposition, the 741 parcels? That is
to say the land generally was quite productive.—A. The land was certainly
productive.

Q. I wonder why it was that there were 60 properties that were originally
offered that were withdrawn from the sale?—A. It has been indicated before that
60 odd properties were withdrawn. Twenty were withdrawn because the Japanese
had no interest. In 41 cases there was a Japanese interest but the custodian
was not in a position to deliver the title. These properties have been sold
since. They have been sold in many cases by the official administrator in
co-operation with the custodian but in other cases they have been sold directly
by the custodian when at a later time the custodian had cleared up defective
titles. The reason they were withdrawn was at that time the custodian was
not in position to deliver title. At a later date either the custodian or the
official administrator was in a position to deliver the title and those properties
were then sold. ;

Q. Not necessarily to the Veterans’ Land Act?—A. No, not necessarily to
the Veterans' Land Act.

Q. To private individuals.

. Mr. CruicksHANK: Mr. Chairman, I would like to ask a couple of questions
myself regarding the Fraser Valley. I would like to have as a matter of record
the sale price by the custodian to the Soldiers’ Settlement Board. I want this
on the record in the case of each parcel of land. In other words I want the
price that was paid to the Japanese. The reason I want that is that I happen
to be a member of the Veterans’ Affairs Committee and interested in seeing that
the government should not be allowed to exploit the veteran by buying a piece
of land for $1,000 and selling it to the veteran for $2,000. I want the exact price
on each parcel of land bought from the Japanese. I think too much has been
said about this burned out land and I am only sorry that the farmers from
Saskatchewan are not familiar with the good farming husbandry that we have
in the Fraser Valley. They will not know what we mean by burned out land. In
the province of British Columbia it has quite a different meaning from, for
instance, burned out lands in the province of Saskatchewan. Burned out land
in the province of British Columbia in particular the berry farm, is not caused
from such things as drought. T want to make this quite clear because nobody
is going to say that the Fraser Valley is burned out. Berry farming by the
very nature of it is intensified farming as everyone will appreciate. On the
average berry farm fertilizer is used and I trust there are no representatives
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here of firms selling the stuff. If anybody knows anything about farming and
using chemical fertilizer they know that such fertilizer will eventually burn out
the land. In the Fraser Valley the average berry farm is a small farm. This
might be an Irish way of saying it, but the largest. farm would not be over ten
acres and the average farm will have about five acres under cultivation. The
farm is very intensively farmed and as I have said it has to be kept in condition
by the use of chemical fertilizer. That is what we mean by burned out land or
farm land which has been mined. I made a statement, and I repeat it now, a
very large percentage of these farms in the Fraser Valley were burned out,
being over mined, because such fertilizers had been put on the land. In most
cases, of necessity, it was chemical fertilizer which was put on the land.
Nobody is here to dispute the fact that the Japanese were energetic and good
workers, and nobody is here, so far as British Columbia is concerned, at least, to
say they were not capable and efficient farmers, particularly in small areas. I
am sure Mr. Green will agree with me in that.

I am digressing slightly at the moment because too much attention has been
paid to a remark made by Mr. Probe yesterday, “How could they afford to buy
these frigidaires if the land was burned out?” I could give you one reason for
that. I know of one Japanese farmer who was working at the age of 94, seven
days a week; that is one of the reasons. They were able—while the land may
have been to a certain extent mined out—to buy frigidaires and such equipment
because of their long hours of work. Incidentally, I may say a very small
percentage of them had frigidaires because a very small percentage of the
Japanese farmers had electricity on their farms. I was just using the word
as a term. However, the'Japanese work from the time they are four years old
until they are ninety years of age, seven days a week. :

I heard someone say, “What hours do they work,”? They work up to 1
hours a day. In my own municipality, adopting some of the methods of the
lawyers, I had a by-law passed to prohibit them working on Sunday. By pure
bluff, I got away with it. They told me I had to go to the Lord’s Day Alliance
Act. You might just as well try to get something out of one of these government
departments as to get something from the Lord’s Day Alliance Act. However,
1 bluffed it through and stopped them working on Sundays. It was for this
reason they were able to buy those things. They worked long hours.

Last year, we paid berry pickers in the province of British Columbia as
much as we received for the berries in the previous year. We actually paid the
pickers as much as we received for the product. By working 18 hours a day, by
working all the members of the family from the grandmothers to the grand-
children, the Japanese were able to do these things.

I want to make that very clear. T do not want to dwell on the burned out
land. Any land must be kept up. I think everybody knows it.

I disagree with -the witness as to the condition of the farms when the
Japanese vacated. They were not properly farmed and had not been properly
farmed. I am speaking of 90 per cent of the farms. In the production of berries,
you must keep your farm replanted and heavily fertilized to keep it up. These
farms were leased on a year-to-year basis. 1 leave it up to anyone of you;
do you think anyone is going to take a farm, go in and clean it up and replant
it when he is only there for a year? Those farms were not kept in condition
and are not in condition now. ?

As the Fraser Valley has been mentioned, and as most of these Japanese
berry farms are in my riding, I must say that now they are just pieces of land.

They are not farms in most cases. They have grown up with willows, and to

take them over would be like taking over a piece of raw land. They would
have to be cleaned up. :

The Cramman: What would be the average size?
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; Mr. CruicksHANK: Ten acres. There is one farm which has been sold in
the Mission area. I understand it has been sold for a monastery. It is not
worth $100 for the whole farm, as a farm. The Japanese, apparently being so
accustomed in their own country, were capable and willing to farm the hillsides
and the mountain slopes. The average berry farm, I am confident, would not
equal ten acres. Although the property in question might be over ten aeres—it
might have 25 acres according to the tax notice—there would only be seven
acres of that land under cultivation. 1 think that is general throughout the
provinee of British Columbia. It certainly applies to the Fraser Valley. The
assessment roll might indicate there was more property. but only a small
percentage of that is actually under cultivation.

Mr. Jaenicke: What is the customary rental basis for these farms in that
distriet?

Mr. CruicksHANK: Previous to this evacuation of the Japanese, it was very
seldom a berry farm was rented. I do not think there would be half a dozen
berry farms rented in the province of British Columbia. Tt is not practical
because of the limited scale of operations in berry farming.

The CHARMAN: Are there any further questions?

Mr. Green: What about the difference between the assessed value and the
appraisal value?

Mr. CruicksHANK: In the Fraser Valley, there are about 17 municipalities
affected. Each municipality has a different scale of assessment. Some munici-
palities have never assessed or taxed improvements at all. Let me put it another
way. The city of New Westminster, I think, is the only city of any size in
Canada which does not tax improvements. I do not think you could arrive at
a valuation of farm land from assessed value. Some municipalities adopt the
prineiple of a high mill rate and a low assessment, and other municipalities adopt
the principle of a low mill rate and a high assessment; that is common.

- Mr. Prose: You have no assessment commission?

Mr. CruicksHANK: Each municipality sets its own assessment. I think
that was true until this year. I think the Goldberg report suggests there be a
new assessment made by the provincial authorities for school purposes; that is
for the 1947 assessment. I know nothing about it. I have had mostly municipal
farm experience and I would say you cannot arrive at a valuation of the land
on the basis of the assessment. I believe that is so in most municipalities across
Canada.

There was one statemept made by the witness with which T disagree. He
said there was an assessed value and a value for taxation purposes. 1 disagree
with that entirely.

The Wrrness: I say there are assessment notices without doubt which
are in our office which have the assessed valuation and the valuation for taxation
purposes. I would not say that was so in the Fraser Valley, but there are such
notices. \ '

Mr. Freming: In some cases there are exemptions?

Mr. CrutcksaANK: Oh well, there may be exemptions but I am saying it is
not possible to have an assessed value and a value for taxation in the province
of British Columbia. I am speaking from memory. Until this year, we were
only permitted to tax 50 per cent of the improvements; 1 think 50 per cent which
was the maximum. This year it was raised to 75 per cent.

I am speaking for the veterans who are acquiring these farms, have acquired
them or are acquiring them. They are not able to enter into a discussion as to
what we paid—when I say “we” I mean the Department of Veterans Affairs
paid the Japanese for the land. We are determined the government shall not
~ exploit those prices on the resale to the veterans. If there is an adjustment to
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be made—I want this to be put on the record to be perfectly clear—I do not
think there is anybody in the Fraser Valley who wants to see any injustice done
to those Japanese. Whether they were paid enough, I do not know. I do not
think anybody else can tell. I do know the men who were on the advisory board.
Judge Whiteside, is one of the men of whom I am speaking and Mr. Menzies is
another. Mr. Menzies has lived in the centre of the Japanese area for thirty
years. I happen to be the person who recommended Mr. Menzies as a member
of that board. He is a capable man in real estate. He is a man who resided
right in the area. I presume he gave a fair valuation. et

There is such a vast difference between the value of farm land, as between
1942 and 1947 in any part of British Columbia, that to-day’s values cannot be
taken into consideration. Values have trebled in the Fraser Valley. Land
which sold in 1942 for $150, which was considered a good price at that time, has
sold this year for $600. In so far as farm values are concerned, there can be
no comparison between 1942 and 1947.

I do want that point to be clear. When I referred to burnt out land, that
is common in any part of Canada, and particularly in connection with intensive
farming. For instance, your Niagara Peninsula is one of the finest districts in
Canada, and certainly the only good district you have in Ontario, but it would
be burnt out if you did not constantly keep that property up. It is the same
wherever you have intensive farming.

Mr. Jaenicke: How can you recondition that land?

Mr. Creaver: By adding humus to the land.

Mr. FLeming: May I have a couple of minutes to ask a few questions in
connection with this matter?

The CrHAmMAN: I caught Mr. Cote’s signal, so you will have a couple of
‘minutes and Mr. Cote will be the last.

By Mr. Fleming:

Q. Mr. Shears, do you know who made the valuation on behalf of the
Soldiers’ Settlement Board?—A. No, I do not. It was the Soldiers’ Settlement
Board valuators, that is the only title I have.

Q. We will have to get that from that department, then?—A. Yes.

Q. You mentioned that you have had valuations made of 17 of the 741
properties. 1 presume that was as a sort of check against the offer, is that
correct?—A. The Advisory Committee had that check made,

Q. Who made the valuation of the 17 properties?—A. The members of the
committee themselves, Mr. MacKenzie and Mr. Menzies.

Q. Did they take along an independent valuator?—A. I could not say.
They reported back to the committee that they had appraised 17 properties
and they brought the result to the committee.

Q. Have you those results?—A. I am not sure whether I have them here,
but those valuations they brought back to the committee were all higher than
the Soldiers’ Settlement appraisal.

Q. Within what area were  those 17 properties located?—A. They just
checked the spot valuations throughout the group of lands.

Q. Then, you can furnish the committee with the particular properties, the
valuations made by the committee in each case?—A. Yes. !

Q. And you are gong to do that along with these other items for which
MrA C{_uxcksha,nk has asked, namely, the settled purchase price of each property?
—A. Yes.

Q. You mentioned later there were 60 additional properties sold. Did I
understand you correctly?—A. There was what was called an addition to this
number of properties and that was also sold on the same basis, that is to say,
it was the Soldiers’ Settlement appraisal and the properties were sold exactly
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at the same percentage differential, less than 2 per cent of the valuation. So

you could put the whole deal together.+

Q. That is to say, these properties were all sold to the one private purchaser,
is that correct?—A. They were sold to the Veterans’ Land Act, a second offer,
an additional offer, I will call it.

Q. And the basis was precisely the same?—A. Precisely the same, yes.

Mr. Prope: That is not the way I understood your answer.

By Mr. Fleming:

Q. That is not what I have noted when Mr. Probe was questioning you.
You said they were sold to private purchasers—A. They were properties with-
drawn from the Veterans’ Land Act. There were 60 odd properties withdrawn,
20 did not belong to the Japanese and 40 have been advertised and sold either
by the custodian or the administrator.

By Mr. Cruickshank:

Q. Is it not correct that some of these properties were sold by the Japanese
direct, themselves?—A. No, not these particular properties. There were prop-
ertxgs sold by the Japanese, but not these particular properties.

By Mr. Fleming:

Q. We have it straight; there were 60 sold through your office to private
purchasers?—A. Forty-one.

Q. What was the valuation of those properties on which you based your
selling price; how was it made?—A. They were independent appraisals which
I had made in line with the valuations which were made on the other 900
properties to which I referred yesterday.

Q. They were made by independent valuators in the area?—A. In the area,
yes.

Q. Were appraisals made on any of those by appraisers for the Soldiers’
Settlement Board?—A. I did not catch your question. Originally in the offer,
they had been valued by the Soldiers’ Settlement people, but they were with-
drawn and then they were valued—

Q. Then. you had a fresh appraisal made of them?—A. Yes, we had a fresh
appraisal made. -

Q. Can you give us a list of the forty-one properties with the two appraisals,
the first appraisal by the Soldiers’ Settlement Board and the second appraisal
made by your independent appraiser?—A. Yes, that is quite easily available,
except, I would say this, rather than give the two appraisals we could give the
prices at which the properties were sold.

Q. To give the committee the complete picture then, would you submit a
list of the 41 properties with the three figures opposite each, the first appraisal
by the Soldiers’ Settlement Board, the second appraisal made by your office’s
independent appraisers and third, the selling price in each case?—A. Yes, I can
give you the first two right here and will secure from Vancouver, the second
appraisal—I can give the Soldiers’ Settlement appraisal and I can give you the
custodian’s selling price.

Q. It would be better to give it to us complete, would it not?

Mr. Case: I had a suggestion to make in connection with a question asked
by Mr. Cruickshank. He has asked for a list of the properties, their values
and so on, and there have been some questions asked about the average number

~of acres per farm. Would it be helpful to have the acreage of each of the

properties?
Mr. CruicksHANK: I presumed that would be on the list of properties?
‘The Wrrness: I would not be able to give you the acreage.
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The CHamMAN: If you want the 741 properties listed along the lines as
outlined by Mr. Fleming, it is within your power to ask for it—

Mr. CruicksHANK: That is exactly what I do want.

The CHARMAN: I do not know whether you heard the answer given by
Mr. Shears. He said all the 741 properties sold to the DVA were re-sold to.
the veterans at exactly the same price.

Mr. CruicksHANK: With all due deference to you, that is not according
to the facts which I have. I am not saying Mr. Shears is responsible for the
Department of Veterans Affairs, that is out of his jurisdiction.

The CrHAmRMAN: The committee desires the 741?

Mr. Fueming: Yes, and that can be compared with the witness from the
Department of Veterans Affairs.

The CramrMmaN: Gentlemen, just before you leave, would it be possible to
meet this afternoon? Is it your pleasure to do so, otherwise we would not meet
until next week. I am not, as a rule, in favour of holding meetings while the
House is in session. 1 have stated my ‘position on that on more than one
occasion in other committees. If it is your wish we should meet this afternoon,
we could meet again at four o’clock.

Mr. FLeming: I doubt very much now if we are going to finish Mr. Shears
to-day. Of course, that may not be a reason why we should not meet this after-
noon, but there are a lot of other matters to be covered yet.

: ’I;:xe CrAmMAN: Then, we will adjourn until Monday morning at eleven
o’clock.

The committee adjourned at 1.05 p.m. to meet again on Monday, May 12,
1947, at 11.00 a.m.
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MINUTES OF PROCEEDINGS
Moxpay, May 12, 1947.
The Standing Committee on Public Accounts met at 11 o’clock a.m.

Members present: Messrs. Boucher, Burton, Case, Cockeram, Cruickshank,
Dechene, Fleming, Gladstone, Golding, Grant, Jaenicke, Johnston, Kirk, Pinard,
Smith (Calgary West), Stewart (Winnipeg North), Winkler.

In attendance: Dr. E. H. Coleman, CM.G., K.C., Deputy Custodian of

Enemy Property; Mr. F. G. Shears, Director of the Vancouver Office; and
Mr. K. W. Wright, Counsel.

On motion of Mr. Golding,

Resolved: That in the absence of both the Chairman and the Vice-Chairman,
Mr. Roch Pinard act as Chairman.

The Acting Chairman, Mr. Roch Pinard, took the Chair and thanked
the members for the honour bestowed upon him.

The Committee resumed its investigation into the administration of the
Vancouver office of the Custodian,

Examination of Mr. Shears was continued.

The witness supplied the Committee with information requested at the

meeting of Friday, May 9, 1947, relating to the sale of 741 parcels of land, and
was questioned thereon.

The witness filed a copy of Order in Council P.C. 5523, dated Monday, the
29th day of June, 1942, which is printed as Exhibit “A” to this day’s minutes of
proceedings and evidence.

On motion of Mr. Stewart (Winnipeg North),
Ordered,—That the minutes of the Advisory Committee to the Custodian, in

the matter of the sale of 741 parcels of land, be produced at the earliest possible

date.

On motion of Mr. Fleming,

Ordered,—That the balance of the correspondence between the Advisory
Committee to the Custodian, the Department of the Secretary of State and the

authorities of the Veterans’ Land Act, relating to the sale of the 741 parcels of
land, be made available to the Committee,

_ The witness supplied the Commitee with a full report concerning the disposal
of inventory of chattels left on the property of one Naochi Karatus.
On motion of Mr. Jaenicke,

_ Ordered,—That the original papers concerning the said Naochi Karatus,
which were tabled by Mr. Jaenicke at the previous meeting of the Committee
be printed as Appendix “B” to this day’s proceedings and evidence.

At 1.05 o’clock p.m., the Committee adjourned until Tuesd 1
1947, at 11 o’clock a.lx)n. adjourned until Tuesday, May. 13,
ANTOINE CHASSE,

Acting Clerk of the Committee.
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MINUTES OF EVIDENCE

House or CoMMONS,
May 12, 1947

The Standing Committee on Public Accounts met this day at 11.00 a.m.
The Acting Chairman, Mr. Roch Pinard, presided.

Mr. Gorping: Gentlemen, we have a quorum. Mr. Isnor will be away
to-day, so I will move that Mr. Pinard take the chair for this meeting.
Carried.

The Acting CramrMan: Gentlemen, I wish to express my appreciation of
this privilege you have extended to me. I hope I will be able to conduct the
meeting properly. I understand the order of business for to-day is to have
Mr. Shears resume his testimony. Before we proceed with that, I think Mr.
Shears has a statement to make in connection with his testimony at the last

meeting. I should like to ask that the privilege be given Mr. Shears of making
such a statement. '

Frank G. Shears, Director of the office of the Custodian, Vancouver,
recalled:

The Wrrness: Mr. Chairman, on several occasions during this enquiry

reference has been made to the figures in connection with the sale of farm lands
to the Veterans’ Land Act. For the purpose of the record, I should like to
clarify this matter in the minds of the members of the committee and show the
reconciliation between the offer and the actual sale. 1 have a few copies of
a statement containing those figures which some members of the committee
might wish to have in order to follow the statement as T read it to you.
__ Two offers were received from the director of the Veterans’ Land Act, one
in Ma_y, 1942, for 768 parcels, the appraised value of which was $865,672. This
appraisal was made by the Soldier Settlement of Canada under order in council
No. P.C. 5523, dated the 29th of June, 1942. The offer was $850,000, and that
offer was finally accepted by the custodian. On a certain number of parcels,
the offer was increased to the extent of $3,817.

In October, 1943, a further offer on 42 parcels was received. The Soldier

Settlement appraisal on this land was $45484. The offer accepted was $44,573,

making a total offer on 810 parcels, with an appraised value of $911,156, and an
accepted offer of $893,390.

- As has been previously indicated, the custodian was not in a position to
give title to those 810 properties. Twenty-six of them had either been previously
sold by the Japanese or, in some cases, there was no Japanese interest in the
properties at all. These 26 properties were, therefore, withdrawn,

Then, there were 43 properties of deceased estates or where the encumbrances
on the property were greater than the amount of the offer or where the title
was in such shape that it needed to be cleared up before a conveyance could be
made. The number of such properties was 43. The Soldier Settlement appraisal
on these parcels was $39,591, and the V.L.A. offer was $38876. Then, when
the deduction of these two items is made, you have the figures which have been

111




P ————

o — et

112 STANDING COMMITTEE

quoted before, a sale of 741 properties appraised at $847,878 and sold for
$836,256. The municipal assessment on that group of 741 parcels was $1,215,940,
and the approximate acreage of those 741 parcels was 10,000 acres.

Now, with those figures I think we at least know to what reference has
been made in the past. There has been a little confusion between the difference
in the number of parcels on which offers were made and the number of properties
sold. These offers, gentlemen, were received by the custodian. Negotiations
took place between the regional commitee of the Veterans’ Land Act consisting
of Mr. J. Godfrey, Mr. J. J. McLellan and Mr. G. Carncross. Negotiations
were carried on between that committee and the advisory committee of the
custodian under the chairmanship of Judge Whiteside. The advisory committee
were informed that the Soldier Settlement valuators had been actively engaged
in valuating farm lands since 1935 for farm adjustment and other purposes and
' that that board was an official agency with an adequate trained staff, qualified
b to make appraisals.

The members of that regional committee stated that, in regard to these
properties on which they were making an offer, only 10 per cent of the properties
were what they described as being low land where, apparently a higher
productivity takes place. It was stated there was no comparison of the yield
between high and low land, and that the high land had been farmed intensively
and the soil values were petering out. It was also stated that an average of
several hundred dollars would have to be spent on the various houses in order to
make them habitable. The recommendation of the advisory committee was
conveyed to the Honourable Secretary of State at Ottawa on June 14, 1943, by
Judge David Whiteside. The letter reads as follows:

Dear Sir,—A meeting of the advisory committee at which I presided
was held in my chambers on Tuesday, 1st June, 1943, at 2.30 p.m.
‘ Members of the committee present were Mr, D. E. MacKenzie and Mr.

I Hal Menzies.

Mr. F. G. Shears, Acting Director of the Custodian’s office in

1 . Vancouver, submitted and read correspondence which had taken place

since the last meeting of the committee held on May 24, between Mr.

I. T. Barnet, District Superintendent of the Soldier Settlement of Canada

i - and Mr. G. W. McPherson.

b A letter from Mr. G. Murchison, Director of the Soldier Settlement
: and Veterans’ Land Act, dated from Ottawa, May 29, 1943, addressed to
| Mr. G. W. McPherson, Executive Assistant, office of the Custodian,

i1 Department of the Secretary of State, Ottawa, was also read in which a

% revised offer of $850,000 was submitted covering the purchase of 769

parcels of land.

After the committee had fully considered the proposal a unanimous
recommendation was made that the offer be accepted. In making this
‘ recommendation, consideration was given to the following facts:

i (a) That the committee concurs in the policy of liquidation of Japanese

1% properties in the protected area of British Columbia as provided

' for in order in council P.C. 469.

(b) That the purpose for which such lands are required is for the

iy rehabilitation of returned soldiers.

[ Ay (¢) That the offer is not for selected individual parcels but for a block
X of 769 parcels which include a large proportion of uncultivated land

it and a considerable amount of bush land.

' (d) That while the appraisals of 17 farms made by this committee
i were in excess of the appraisals of the Soldier Settlement of Canada,

¥ it was realized that present values are enhanced due to war con-

ditions and do not represent ordinary land values as in normal times.
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(¢) That the present offer is for cash and can therefore be reasonably
expected to be less than the appraised value in view of the interest
which may accrue by investment of the purchase funds. !

(f) That the Custodian will be relieved of the cost of administration,
taxes, fire insurance, depreciation.

The committee, therefore, are of the opinion that the offer of $850,000
was fair and reasonable and recommend to the Custodian that the offer
be accepted.

This recommendation is set forth in the Minutes of the Committee.

(Signed) D. WHITESIDE,
Chairman of Advisory Commattee.

Mr. FLeming: May I interrupt? I think the whole letter should go in
the record. I did not hear the name of the person to whom it was addressed.

The Wirness: The Honourable, The Secretary of State at Ottawa.
The Acting CHAIRMAN: I see no objection to that.

By Mr. Burton:

Q. May I enquire as to the municipal assessment? The municipal assess-
ment was $1,250,000, and is it the custom of the municipalities in that part
of the country to assess higher than the real value of the land?—A. That
'\ question has been raised before. It has been stated there is no uniformity of
assessment throughout the B.C. area. Broadly speaking, I think the land is
assessed at full value and improvements at some proportion, 50 or 60 per cent
of the valuation; that has not been clearly established.

Q. It is your opinion that the valuations of these two different organizations
. were fairer valuations than the municipal assessment was?—A. I would not
care to make any statement with regard to that in view of the appraiser’s
valuations. I mean to say, I would not consider myself a qualified appraiser
by any manner of means.

The Acting CuamMaN: Would the committee not prefer to have the
witness’ statement completed before questions are put?
Mr. FueminGg: Agreed.

The Wirness: The letter which I have read making the offer was accepted on
June 23, 1943, by a letter written by the Secretary of State and signed by
Norman A. McLarty. This letter was addressed to Gordon Murchison, the
Director of the Veterans’ Land Act at Ottawa. I do not think I need to read
the letter. It is an acceptance of the offer outlined in the letter which I have
just read.

_ Mr. Fuemine: Could we have the letter read? I think the letter should be
put in the record and in order to follow the testimony being given at the
moment, I think we should hear the letter read by the witness.

The Witness: The letter reads as follows:

Re: Japanese Evacuee Lands

Dear Sir, Your offer to purchase seven hundred and sixty-nine (769)
parcels of land for eight hundred and fifty thousand ($850,000) dollars,
subject to the terms and conditions set forth in your Mr. Barnet'’s

! letter of May 17, as amended by your letter of May 29, is hereby

‘ accepted subject to the following conditions which I understand Mr,
McPherson has discussed with you and with which you agree. These
conditions are as follows:

1. All taxes, charges and fire insurance for the crop year of 1943
will be assumed by you.
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2. All rents paid or payable for the crop year 1943 will be assigned
to you less such adjustments as may be necessary to take care of any
taxes, charges or fire insurance paid for the 1943 crop year.

3. All existing lease agreements covering the lands included in your
offer will be assigned to you by a general assignment, you already having
duplicate copies of all such leases.

I would appreciate receiving a letter from you confirming these varia-
tions in the conditions of your offer.

Yours very truly,

(Sgd) N. A. McLARTY,
Secretary of State.

The Acting CHAIRMAN: Would the committee prefer this letter be filed with
the clerk?

Mr. FueminG: It should be made part of the running record.

The Wirness: At the last meeting I was asked to secure—before I say that,
you will notice in the recommendation of the advisory committee a reference is
made to the 17 valuations which they had made being in excess of the Soldier
Settlement appraisal. I was asked at the last meeting to secure those spot
valuations which numbered 17. Four of them were for properties in the
municipality of Surrey; five in Maple Ridge; four in Mission; two in Pitt
Meadows and two in Matsqui. I am not going to read the individual amounts,
but I will read the totals. Unless you wish, I will not read those figures for
the time being. You will notice that the total municipally assessed value on the
17 properties was $31,119.

Mr. Fueming: I am sorry to be interrupting, but are we going to put this
right in the record.

The Acting CHARMAN: I think it would be better, and if the committee has
no objection it will be put right in the record.

SPOT VALUATIONS ON SEVENTEEN '(17) PROPERTIES MADE BY MEMBERS OF
3 THE ADVISORY COMMITTEE DURING THE MONTH OF MAY, 1943

Assessed Value Advisory Committee’s Soldier Settlement

Valuation Board’s Valuation
$ 2,900.00 $ 5,400.00 $ 3,777.00
1,425.00 1,600.00 800.00
1,900.00 2,000.00 1.060.00
1,100.00 1,750.00 816.00
1,700.00 1,450.00 986.00
2,200.00 - 2,500.00 * 1,350.00
950,00 850.00 500.00
2,000.00 3,250.00° 1,110.00

400.00

3,500.00 4.400.00 3,610.00
3,729.00 4,000.00 2,085.00
1,400, 00 1,750.00 1,100.00
1,050.00 950.00 988.00
1,000.00 950.00 1,222.00
1,100.00 1,100.00 727.00
1,200.00 3,500.00 2,723.00
2,700.00 3.550.00 3,278.00
2,865.00 4,150.00 2,100.00
$ 31,119.00 $43,100.00 $ 28,232.00

The Wrrness: The total municipal assessed valuations were $31,119. Now
if you will just go to the last column you will see that the Soldiers’ Settlement
Board valuation was $28,232 on the 17 properties. The advisory committee’s
valuation on the same property was $43,100. The approximate acreage of those
17 properties was 250 acres and the cultivated part was about 140 acres.
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Now then gentlemen, that is my statement in answer to the question raised
at the last meeting regarding these spot valuations. Then, in addition to that
I was asked to secure or to give you information in regard to the number of
properties which were withdrawn from the original offer which figures show on
this statement that T produce. Here again I have a number of sheets that
perhaps would be of some use.

LIST OF PROPERTIES WITHDRAWN FROM THE V.L.A. OFFER
AND SUBSEQUENTLY ADVERTISED AND SOLD.

V.L. A. CusToDIAN

Appraisal Offer Appraisal Sale Price Date Sold
323.00 $ 317.00 $ 700.00 $ 750.00 July 1944
2,000.00 1,964. 3,100.00 3,500.00 Jan. 1945
850.00 835.00 2,400.00 2,500.00 May 1945
1,300.00 1,276.00 2,750.00 2,750.00 Dec. 1945
453.00 445.00 1,000.00 1,500.00 June 1944
3,698.00 3,631.00 7,845.00 8,050.00 April 1944
1,600.00 1,571.00 2,850.00 2,850.00 June 1945
460.00 452.00 1,000.00 1,000.00 Aug. 1945
555.00 545.00 1,000.00 1,310.00 April 1946
1,875.00 1,841.00 1,850.00 2,500.00 June 1944
1,000.00 982.00 1,800.00 1,800.00 June 1946
25.00 25.00 250.00 325.00 Jan. 1945
521.00 512.00 950.00 1,030.00 April 1944

257.00 252.00 800.00 800.00 June
e — 400.00 400.00 June 1945
504.00 495.00 800.00 800.00 Oct. 1942
133.00 131.00 650.00 1,000.00 June 1944
507.00 408.00 550.00 980.00 June 1944
- —_ 50.00 50.00 May 1945
336.00 330.00 1,600.00 1,620.00 Sept. 1945
1,088.00 1,068.00 3,250.00 3,250.00 June 1945
2,224.00 2,184.00 2,900.00 3,000.00 Sept. 1945
672.00 660.00 1,300.00 1,500.00 Jan. 1945
161.00 158.00 1,442.00 1,500.00 Sept. 1945
50.00 49.00 350.00 332,50 ar. 1945
1,720.00 1,689.00 1,800.00 2,500.00 June 1946
447.00 439.00 1,000.00 1,050.00 Sept. 1944
683.00 671.00 1,375.00 2,110.00 June 1944
382.00 375.00 1,200.00 1,400.00 April 1946
3,750.00 3,682.00 4,235.00 4,000.00 July 1945
346.00 340.00 600.00 1,050.00 Nov. 1944
650.00 638.00 1,845.00 - 1,851.00 Fev. 1945
691.00 678.00 800.00 800.00 Dee. 1944
1,350.00 1,326.00 1,782.00 1,900.00 Aug. 1944
3,828.00 3,759.00 6,250.00 8,000.00 April 1946
1,006.00 988.00 1,750.00 2,750.00 April 1946
650.00 638.00 850.00 850.00 Oct. 1943
1,589.00 1,560.00 1,688.00 2,000.00 May 1945
875.00 859.00 4,375.00 4,650.00 Aug. 1944
o s 350.00 350.00 Aug. 1944
1,032.00 1,013.00 1,825.00 1,825.00 Sept. 1944

4......0... $39,591.00 $38,876.00 $73,312.00 $82,183.50 18 during 1944
props. ' 18 before June 1945
o i 6 after June 1945

6 during 1946

. Now unle§s you wish I will not, read these individual amounts but that is a
list of properties withdrawn from the V.L.A. offer and subsequently advertised
and sold. They were withdrawn for the reasons that I have already indicated.
If you add them all up you may find that there are only 41 properties, but one
property, the sixth one down, was divided into three. And for the purpose of
l‘e(:Ol:l(‘,lll,athn we use the total of 43 properties. The first column shows the
Soldiers’ Settlement Board appraisal under the order in council previously
referred to. The second column is the N.L.A. offer which is something within
two per cent of the appraisal. Then these properties being withdrawn, the
custodian proceeded to deal with them in the same manner which he dealt
with the other 900 parcels to which reference has been made in previous com-
mittees. Appraisals were made by the custodian and the total appraised
valuation was $73,312. These parcels were advertised by the same method as
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adopted in regard to the other properties and they were either advertised by
the custodian or by the official administrator in co-operation with the custodian
but they were all advertised and tenders called for. As a result of calling for
tenders, offers were finally accepted, the total amount being $82,183.50.

Mr. Jounston: Were those all sealed tenders?
The Wirness: Yes, sealed tenders.
Mr. JounsTon: And they went to the highest bidder?

The WirNess: Yes, to the highest bidder, providing it was equal to or more
than the appraisal, and then it was accepted. The provision was, of course, made
that no tender of necessity would be accepted. The practice was, however,
to accept the highest tender providing that it was equal to or higher than the
appraised valuation. That tender was usually accepted. You will find in one or
two cases where the sale value was less. Can you see an item of $350 in the
third column? Now that property was sold for $332.50. That was simply a
case, where, in reviewing the tender, it was thought that it was close enough
to warrant acceptance. I think that in the list you will only find one other
case like that. Otherwise the accepted offer was either equal or in excess of
the valuation. Now you might see, gentlemen, that on the list there are a
number of cases where the appraisal and the sale price are identical. For
example, you will see about the fifteenth item down in the third column where
the appraisal was $800. The sale price was also $800. There is an appraisal of
$400 and a sale price of $400. You might say, “Well, how would the tenderer
know what the appraised va