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THE FOURTH AND FINAL REPORT OF THE
COMMITTEE

Fripay, 22nd April, 1932.

The Special Committee of the Senate appointed for the purpose of taking
into consideration the Report of the Special Committee of the House of Com-
mons of the last Session thereof to investigate the Beauharnois Power Project,
in so far as the said Report relates to any Honourable Members of the Senate,
beg leave to present the following as a fourth Report:—

The following are extracts from the Minutes of the Proceedings of the
Senate of Canada, Thursday, 11th February, 1932:

ORDER OF APPOINTMENT

Ordered, That a Special Committee of nine Senators to be hereafter
named, be appointed for the purpose of taking into consideration the
report of a Special Committee of the House of Commons of the last
Session thereof to investigate the Beauharnois Power Project, in so far
as said report relates to any Honourable Members of the Senate, said
Special Committee to hear such further evidence on oath bearing on the
subject matter of such report in relation to any such Honourable Members
of the Senate as it may deem desirable and in accordance with constitu-
tional practice, and that the said Committee be authorized to send for
persons, papers and records.

HOUSE OF COMMONS REPORT REFERRED

Ordered, That the Fourth Report of the Special Committee of the
House of Commons appointed to investigate the Beauharnois Power Pro-
ject, laid on the Table of the Senate on the 1st August, 1931, be referred
to the Special Committee of the Senate appointed for the purpose of tak-
ing into consideration the said report in so far as it relates to any Honour-
able Members of the Senate.

Extracts from the Minutes of the Proceedings of the Senate of Canada,
Friday, 12th February, 1932.

PERSONNEL OF COMMITTEE

Ordered, That the following Senators, namely: The Honourable
Senators Béique, Chapais, Copp, Donnelly, Graham, Griesbach, McMeans,
Robinson and Tanner constitute the Special Committee appointed for the
purpose of taking into consideration the Report of the Special Committee
of the House of Commons of the last Session thereof to investigate the
Beauharnois Power Project in so far as the said Report relates to any
Honourable Members of the Senate, and that the said Committee be
authorized to sit during sittings and adjournments of the Senate.

m
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iv SPECIAL COMMITTEE

PRODUCTION OF EVIDENCE

Ordered, That a Message be sent to the House of Commons requesting
that House to grant leave to their Clerk to appear and produce before a
Special Committee of the Senate a copy of the evidence adduced during
the last Session before the Special Committee of the House of Commons
appointed to investigate the Beauharnois Power Project.

Extract from the Minutes of the Proceedings of the Special Committee of
the Senate of Canada, Friday, 12th February, 1932.

ELECTION OF CHAIRMAN

On motion of the Honourable Senator Donnelly, seconded by the
Honourable Senator Chapais, the Honourable Senator Tanner was elected
Chairman, and took the Chair.

The first session of the Committee was on Tuesday, 16th February, 1932.
The last sitting was on Wednesday, 6th April, 1932. The following witnesses
were examined by the Committee, the names being in alphabetical order and the
pages where their evidence may be found being set out after their respective

names:—

Argae; Dt Jo e ity wie 5 iy 58 Io 'S aeard o biys ity &1 batous! e afswu s s best 145-146, 233-234
Banks, He M b hab o350 Shie i stas b blasss s oo dupd a5 Dol s rlontSer el 222-224
Barnard, € A KT 120 e  soraakvwe 1o A BA R T 202-212
Beauchesne, Arthur, IG5 b o s soiaoe e sissis ala ois/sia o oot iabss 6-7
Brennan, Miss Juyddi 4], (SR L ST RE LIl S0 RSO 261-263
Chrigtie, T e o e s v A Rt OO0 e e AL EN 37
B . T i b i 260-261
Ebbg, John IBLi ol i fiise Bt acdioan Uik it o 68-72, 113-114, 115-116, 263-266
Ferguson,: Hop. G Hisoilintars bk elomsmelas $6e swnblrs s el dail s 250-259
Geoffrion; A JETL i Bat-0 . 3958 Bhng Gl s stehtaiens 23-29
Griffith, H, B. /il ittt et ok Bt atulaae et e 58-59, 73-83, 118
Haydon,; Hop, Ajb 3 i onmktecsabhs s sbre suslispto it oad 188-199, 237-245
Henry, R. AL C. L e i G ST A 84-107
MecDougald, Hon. W. Li.. . oottt ditiits RN e daaicsanisiois 138-144, 148-185
Moyer, L. ClaBg e siims sty e Rt wo st i sote et 59-68, 259-260
Raymond, Hom, ). . e R S N A ey 33-35, 128-138, 147
Sifton, Clifford /{104 S b R TR s L. O 224-231
Sweezey PRI gl LTS S B o S 37-58, 83, 117-118, 217-221
Thempaon;. Col, A. T . . . 2 et e Sy st e s e e 107-113

The Committee heard all the statements that said Senators Haydon,
MecDougald and Raymond desired to make in relation to the matters of this
inquiry, and as well had before it the statements and arguments of counsel on
behalf of said Senators respectively.
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An effort was also made by the Chairman of the Committee to call before
it Mr. Frank P. Jones, who was then in Europe. Mr. Jones did not attend. The
cables exchanged between him and Senator Tanner follow:—

March 4, 1932.
Frank P. JoNEs,
Canadian Bank of Commerce,
London.

Senate Committee holding inquiry Stop Very anxious you be here
before twentieth March Stop Please wire earliest possible date

CHARLES E. TANNER,
Charrman Committee.

Loxpon, March 7, 1932.

CHARLES TANNER,
Chairman Committee Senate,
Ottawa.

Planned arrive home about middle April impossible complete business
here before early April.

JONES.

OrTawA, March 18, 1932.

F. P. JonEs,
Canadian Bank of Commerce,
London.

Referring Senate inquiry Beauharnois and your wire seventh instant
considered very important you give evidence Stop Committee resuming
hearings about twenty ninth March Stop High Commissioner Ferguson
has asked for hearing by Committee and will be heard Stop He leaves
London at early date Stop Important you also come Stop Please wire
possibility of date.

CHARLES E. TANNER,

Lo~pon, March 26, 1932.

CHARLES E. TANNER,
Ottawa, Ont.

Your cable eighteenth received to-day on my return from Belgium
regret have arranged start glass plant here whlch makes it impossible
leave here before middle April.

JONES.

~In addition to Exhibits which were presented the Commons Committee, 25
Exhibits were presented and marked before this Committee, hearing numbers
from 130 to 154, inclusive.
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At a meeting of the Committee held on Wednesday, the second of March,
1932, the following Resolution was passed:—

That the evidence taken and the exhibits produced before the Special
Committee of the House of Commons appointed to investigate the Beau-
harnois Power Project and now before this Committee, be received and
accepted by this Committee to avail as evidence before it, to the same
extent and with the same effect as if the witnesses had been examined and
the Exhibits produced upon the present inquiry, subject, however, to
cross-examination which may be made by the parties interested; that the
Blue Book entitled “Special Committee on Beauharnois Power Project,”
Session 1931, printed by the King’s Printer, being Appendix No. 5 to the
Journals of the House of Commons, 1931, be used, referred to and dealt
with by this Committee and by counsel as containing a true transcript of
all things therein reported and printed; and further that the Exhibits be
given the same numbers as those given to them before the said House of
Commons Committee.

That in addition to the evidence taken and Exhibits marked before
the Committee, all the evidence taken and Exhibits marked before the
Commons Committee constitute part of the evidence under consideration
at this inquiry. The Exhibits number from 1 to 154.

Special attention is directed to the Order of Appointment of this Committee,
which order directed the Committee to take into consideration the Report of the
Special Committee of the House of Commons, in so far as the same relates to
Honourable Members of the Senate, and to hear further evidence. It, therefore,
is deemed desirable that this report shall, as far as the evidence may justify,
be based upon and follow in structure and in outline the report unanimously
agreed to by the Committee of the House of Commons, and to that end this Com-
mittee, as part of its report, begs leave to extract from and, in its finding of
evidence and conclusions thereof, to adopt certain portions of the said Fourth
Report of the Commons Committee dated the 28th July, 1931, as follows, except
in so far as definite modifications thereof may be hereinafter set out. The
extracts will be printed in italics.

HOUSE OF COMMONS REPORT

Tuespay, July 28, 1931

The Special Committee appointed to investigate the Beauharnois Project
beg leave to present the following as a Fourth Report.

1. On the 10th day of June, 1931, the House of Commons adopted the
following Resolution; That Messrs. Dorion, Fiset (Sir Eugéne), Gardiner,
Gordon, Jacobs, Jones, Lennox, Mackenzie (Vancouver Centre), Stewart (Leth-
bridge), be a committee to investigate from its inception the Beauharnois project
for the development of hydro-electric energy by the use of the waters of the
St. Lawrence River so far as the matters referred to are within the jurisdiction
of the Parliament of Canada, and without restricting the generality of the fore-
going words in particular to investigate the matters referred to in the speech
made in the House of Commons by Mr. Robert Gardiner, the honourable mem-
ber for Acadia, on the 10th day of May last, as reported on pages 1875-1887
of Hansard, and to report from time to time their observations and opinion
thereon; with power to send for papers, persons and records. Honourable W.
A. Gordon was on the 15th of June, 1931, appointed Chairman of the Special
Select Committee.
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2. (1) The Committee sat from the 15th day of June, 1931, to the 22nd
day of July, 1931, held on most of these days more than one session and
examined 35 witnesses.

(2) On the 1st of July! the members of the Committee visited and inspected
the site of the works.

There were filed with the Committee 129 exhibits.

3. SOULANGES SECTION—ST. LAWRENCE RIVER

(1) The Soulanges section of the St. Lawrence River is that portion thereof
lying between Lake St. Francis and Lake St. Louis which are some 14} miles
apart, and between which there is a fall of 83 feet. The average normal avail-
able flow of the river through this section is in the vicinity of 230,000 cubic
feet per second for 50 per cent of the time, making possible a development of
2,000,000 horse power of commercial electric energy at 85 per cent load factor.
The site is in close proximity to the City and Port of Montreal, and is con-
veniently located on what must soon be a waterway capable of accommodating
ocean-going vessels. It has therefore great possibility for industrial develop-
ment if cheap power is available.

(2) It is apparent that the Soulanges section thus presents an opportunity
for hydro-electric development almost if not quite unique on the face of the
globe. It is one of the greatest national resources in Canada, and in its natural
state of great potential value. '

4. HISTORY

(1) About the year 1800, Edward Ellice, the Seigneur of Beauharnois,
erected a small “moulin Banal” at the mouth of the St. Louis River and in order
to increase the flow of the river, in 1807 built a small feeder, four miles in length
from Lake St. Francis to the head waters of the River. This constituted the
first diversion in the Soulanges section of the St. Lawrence River for power
purposes. Whatever water rights were incidental to this feeder later passed into
the hands of a family named Robert and apparently formed the basis of the
applications for power rights hereinafter mentioned. Details concerning the
Robert “rights” may be found in a judgment delivered in the Exchequer Court
of Canada in the case of Robert vs. the King (9 Exchequer Court Reports).
Reference may be had also to Exhibit No. 29, a memorandum prepared by Mr.
R. C. Alexander.

(2) In 1855 the Government of the Province of Canada built a dyke, known
as the Hungry Bay Dyke, as a protection against floods. It rebuilt the control
gates of the feeder and in 1883 the Government of Canada deepened and widened
the feeder and installed new gates in the dyke at the feeder entrance, consider-
able sums of money having been appropriated for this purpose.

(3) In 1902, J. B. Robert, as the grantee of the representatives of Edward
Ellice, brought action against the Crown for a declaration of his rights and
judgment was pronounced on the 17th October, 1904, deciding that Robert held
substantial rights in the feeder. A compromise was arrived at by which the
feeder was leased to the heirs of J. B. Robert by the Department of Public
Works under date of the 28th December, 1909, for a period of 21 years. This
was authorized by Order in Council, P.C. 2168, of the 9th December, 1909.

(4) In 1902 by Quebec Statute 2 Edward VII, Chapter 72 of the 26th
March, 1902, the Beauharnois Light, Heat and Power Company was incor-
porated with power to enlarge and extend the feeder. As a consequence of
the finding of the Exchequer Court that J. B. Robert was not the owner of the



viii SPECIAL COMMITTEE

feeder, in 1910 another Provincial Act was passed giving the Company the
right to build a new canal or feeder from any point on the original feeder to
any point on the St. Louis River at or near the town of Beauharnois. This
Company thus became possessed of certain rights in respect of the diversion of
water for power purposes from Lake St. Francis. The shares of the Beau-
harnois Light, Heat and Power Company were all owned by W. H. Robert and
other members of the Robert family. On the 3rd February, 1927, Mr. R. O.
Sweezey obtained from the Roberts an option of all the issued capital stock
of the Company and the Company’s rights.

TaE ROBERT INTERESTS

(5) W. H. Robert and the other Robert heirs received for the 2,000 shares
of the Beauharnois Light, Heat and Power Company and such other rights,
if any, as were then outstanding in them

(1) Cash $1,520,000.

(2) 200 fully paid part interests in the Beauharnois Power Syndicate.

(3) 21,000 Class A shares of the Beauharnois Power Corporation.

(4) 100 fully paid part interests in the Beauharnois Syndicate trans-
ferred from R. O. Sweezey account, which became 200 part in-
terests in the Beauharnois Power Syndicate.

(6) In addition to the above-mentioned 400 part interests in the Power
Syndicate owned by the Roberts, W. H. Robert held a further three hundred
units in his own name on which he owed $10,000 as at December 17th, 1929.
For the 700 part interests, referred to above, the Robert heirs received, on the
dissolution of the Syndicate, cheques aggregating $95,000, together with 28,000
shares of the Class A Common stock of the Beauharnois Power Corporation
Limited.

(7) In the same year, Mr. Sweezey applied to the Quebec Legislature for
an amendment to the Act incorporating the Company permitting the construc-
tion of a canal between Lake St. Francis and Lake St. Louis. This application
was refused.

(8) On the 17th March 1927, the Beauharnois Light, Heat and Power
Company applied to His Excellencv the Governor General in Council for
“approval of a proposal to build a power canal “ which can be readily adapted
for thirty foot navigation requirements also” from a point on Lake St. Francis
near the mouth of the St. Louis feeder to Lake St. Louis and to use so much
of the water of the St. Lawrence River as can be taken through the proposed
canal without interfering with navigation and without interfering with existing
prior rights in the River St. Lawrence.” This application was not pressed.

(9) On the 17th January, 1928, the Beauharnois Light, Heat and Power
Company applied to His Excellency the Governor General in Council “for
approval under the Navigable Waters Protection Act of its plans and site of
proposed works herein described and for the right to divert forty thousand
cubic feet per second (40,000 c.f.s.) from Lake St. Francis.”

(10) In March, 1928, by Statue of the Province of Quebec (18 George Ve,
Chapter 113), a new aectlon 11A, was added to the original Act of incorpora-
tion g1v1ng the Company the rlght to build a new canal from any point within
two miles in a southwesterly direction from the mouth of the St. Louis feeder
to any point on Lake St. Louiz within one and a half miles in a westerly
direction along the shore of Lake St. Louis from the mouth of the St. Louis
River and giving the Company the right to expropriate lands not exceeding six
arpents in width.
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(11) On the 27th April, 1928, Mr. Sweezey and his associates obtained
the passing of an Order in Council by the Executive Council of Quebec author-
izing the granting to the Beauharnois Light, Heat and Power Company of
an emphyteutic lease, which lease was subsequently executed on the 23rd June,
1928, and which grants to the Beauharnois Light, Heat and Power Company the
rights of the Province of Quebec to such part of the hydraulic power of the
St. Lawrence River as can be developed between Lake St. Francis and Lake
St. Louis through a derivation (six diversion) Canal on the right (southern)
shore of a maximum flowing capacity of forty thousand cubic feet per second
(40,000 c.f.s.), (the Province reserving the ownership and the free disposition
of the surplus) for a period of 75 years from the 23rd June, 1928, at an annual
rental of $20,000 for the first five years and $50,000 for each of the subsequent
years and an additional payment of $1 for each horse power year revisable
after each period of ten years from the date the plant will have been put in
operation. The Company agrees that at the expiration of the first five years
it will have installed 100,000 h.p.; at the expiration of the sixth year, 200,000
h.p.; at the expiration of the seventh year, 300,000 h.p.; and at the expiration
of the tenth year, 500,000 h.p. The lease is granted without prejudice to
Federal and Provincial laws concerning navigation, mines, fisheries and the
driving of logs and also upon the understanding that the lessee “who is presently |
negotiating with the Federal Government shall obtain from the latter in so far
as its rights are concerned, the authorization to divert a flow of forty thousand
cubic feet per second (40,000 c.f.s.)” and in the event of the approval of the
Federal Government not being obtained within twelve months, the lease may
be cancelled by the Lieutenant Governor in Council.

(12) Having obtained the amendment to its Charter and the lease from the
Province of Quebec, the Company pressed its application to the Governor
General in Council and on the 15th January, 1929, a hearing was held by the
then Minister of Public Works and two other members of the Dominion Govern-
ment, at which were considered protests from shipping companies and power
interests.

(13) The application originally contemplated the diversion of the whole
flow of the St. Lawrence River. To meet the opposition to the application at
this hearing, Mr. Aimé Geoffrion, K.C., who appeared for the -applicant, amended
the application to read as follows:

The application of the Beauharnois Light, Heat and Power Company
now pending before the Governor 1n Council is purely and simply for the
approval of plans for hydraulic development which will be subject to a
condition that not more than 40,000 cubic feet per second shall be diverted
from the river—from Lake St. Francis, to be returned to Lake St. Louis,
and used for power purposes by the Company between these two points;
and any condition that the Government may exact, in any wording
satisfactory to the Government involving that limitation, is accepted in
advance by the applicant. If the engineers think that the plans should
be altered to meet this declaration the Company will submit to any such
alteration. :

(14) It should be noted that notwithstanding the limitation to the 40,000
c.f.s. the plans of the Company and the works so far as constructed clearly show
and the officers of the Company and of the Department of Public Works admit
that at all times there has been in contemplation the diversion of the whole
flow of the River by this Company.
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(15) A Committee of Departmental Engineers was constituted, composed
of Mr. K. M. Cameron, Chief Engineer of the Department of Public Works,
Mr. D. W. McLachlan, Engineer in charge of the St. Lawrence Waterway
Project, Mr. J. T. Johnstone, Director Dominion Water Power and Reclama-
tion Service and Mr. Louis E. C6té, Chief Engineer of the Department of Marine,
and on the 30th January, 1929, made a report which is part of Exhibit No. 17,
in the file of the Public Works Department 804-1-D.

(16) Certain paragraphs of this report are as follows:

83. The 40,000 c.f.s. diversion project can be authorized without
injury to existing navigation, if the plans submitted are subject to modi-
fication and to regulations embodying the restrictions referred to in this
report.

89. Having regard to the application under the Navigable Waters
Protection Act, now under consideration, your Committee are of the
opinion that the site and works proposed in the plans and application
filed by the said Company will not impede or interfere with navigation
on the St. Lawrence River if the conditions attached hereto are met by
the Company and, having consideration to the interests of the country
as a whole, we are of the opinion that if the works are constructed in
accordance with such application and plans subject to the said con-
ditions the same can be efficiently utilized in connection with and as
part of any feasible and economical scheme which the Government of
Canada may eventually decide upon for the deep waterway development
of the St. Lawrence River.

14. The works proposed by the Beauharnois Company consist of
the following:

1. A canal extending from Hungry Bay, at the foot of Lake St.
Francis to Melocheville, at the head of Lake St. Louis, said
canal being contained between banks which are 1,100 feet apart
where hard materials are encountered, and 4,100 feet apart,
where soft materials are encountered.

2. A power house at Melocheville equipped with ten 50,000 H.P.
units.

3. Regulating works at Thorn Island and at Leonard Island. These
are designed to hold up the level of Lake St. Francis, when a
diversion of 40,000 c.f.s. from that Lake is made.

4. A series of works in the four rapid stretches of the river between
Thorn Island and the head of Lake St. Louis. These are
designed to maintain existing depths in channels, and also to

maintain existing levels at the head and foot of the Cedar Rapids
works.

15. The works proposed by the Beauharnois Company affect in vary-
ing degrees canal navigation, river navigation, power developments, and
future plans for a deep waterway.

(17) The Committee expressed disapproval of the remedial works and
channel improvements and in Paragraph 28 stated that the Committee while
offering the suggestions aforementioned can only recommend approval of these
works subject to modifications to meet conditions as experience shows them to
be necessary. In Paragraph 31, the Committee says, “ the design of remedial
works for use in the Rapids below Grande Island is not yet worked out in a
satisfactory manner.” It will thus be seen that the approval of this Committee
was qualified and that certain of the plans were not in their view sufficient.
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(18) On the 8th March, 1929, Order in Council P.C. 422 was approved by
His Excellency the Governor General on the report from the Minister of Public
Works. This Order in Council recites the application of the 17th January,
1928, the deposit of plans, the grant of the emphyteutic lease and the report of
the aforementioned Engineers.

(19) Tt sets out twenty-eight conditions, subject to which the recommenda-
tion for approval is made.

(20) The Committee, on the recommendation of the Minister of Public
Works, submitted for His Excellency’s approval, under Section 7, Chapter 140,
Revised Statutes of Canada, 1927—the Navigable Waters Protection Act—
(Subject to the foregoing conditions and to such additions, improvements, altera-
tions, changes, substitutions, modifications or removals as may be ordered or
required thereunder), the annexed plans of works and the site thereof according
to the descriptions and plans attached in booklet form, which works were vro-
posed to be constructed by the Beauharnois Light, Heat and Power Company
with respect to the diversion of 40,000 c.f.s. from Lake St. Francis to Lake St.
Lowis in connection with a power canal to be built by the said Company along
the St. Lawrence River between the two lakes mentioned.

(21) By reference to the large plan submitted with the application, and
referred to in the Order in Council P.C. 422, and which is Exhibit No. 24, it
will be observed that there are two cross sections shown, one at Mileage 144-3
which shows a width between the embankments of about 1,100 feet, this being
typical of the rock section of the work. This cross section also shows a width
at the bottom of the deep section of the canal of something over 1,000 feet. In
the cross section which is given as tyvpical for each section, at Mileage 152-0
the width between the embankments is shown as about 4,100 feet, and the
bottom of the deep section, approximately 27 feet, is shown as having a width
of about 500 feet.

(22) Subsequently on the 29th July, 1929, modified plans were submitted
to the Department of Public Works by the Company, and for these there were
on the 22nd August, 1930, certain other plans substituted. None of these has
as vet received the approval of the Minister of Public Works, although the
Chief Engineer of the Department has recommended them for approval. Plans
submitted on the 22nd August, 1930, did include plans for the remedial works,
but such plans were subsequently withdrawn and as the matter now stands there
is not before the Department for approval any plan or plans of these remedial
works.

(23) On the 10th February, 1931, the Beauharnois Light, Heat and Power
Company applied to the Quebec authorities for a lease of a further 30,000 cubic
feet per second, and has now obtained this right.

(24) On the 25th June, 1929, an agreement was entered into between the
Beauharnois Light, Heat and Power Company and His Majesty represented
therein by the Minister of Public Works of Canada, Exhibit No. 43, which
agreement incorporates the terms and conditions of P.C. 422.

(25) On the 6th November, 1929, the Governor General in Council passed
three Orders in Council, numbers P.C. 2201, 2202 and 2203, authorizing the
transfer of three water power leases from the Montreal Cotton Company to the
Beauharnois Light, Heat and Power Company, and on the 3rd December, 1929,
three agreements were entered into between the Montral Cotton Company, the
Beauharnois Light, Heat and Power Company, and His Majesty represented
therein by the Minister of Railways and Canals of Canada (Exhibits 7A, 8A
and 9A) by virtue of which the Beauharnois Light, Heat and Power Company
acquired with the consent of His Majesty the right to use and divert into the
canal to be built 13,072 cubic second feet presently used by the Cotton Company
at or near Valleyfield under an effective head of about 10 feet.
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(26) A difficulty may arise in connection with these three leases by reason
of the fact that the Department of Public Works takes the position that under
the Order in Council P.C. 422 there is only authority to grant an opening in
the Hungry Bay dylke sufficient to take 40,000 cubic feet a second (See Evidence
Page 363).

(27) On the 5th December, 1929, the Lieutenant Governor in Council of
Quebec passed an Order in Council authorizing the diversion of this 13,072
feet.

(28) On the 20th March, 1930, the Charter of the Beauharnois Light, Heat
and Power Company was further amended by enactment 20 George V, Chapter
136 (Quebec), which extended the expropriation powers of the Company so that
for the purpose of building its new canal it might “ expropriate such lands as
may be necessary, not exceeding in all 21 arpents in width.”

(29) In the final result, the Beauharncis Light, Heat and Power Company
appear to have obtained from the Dominion of Canada Orders in Council pur-
porting to authorize the diversion of 53,072 cubic second feet, subject to their
obtaining permission to breach the Hungry Bay dyke sufficiently for that
purpose, and subject also to compliance with the conditions of the Orders in
Council and the approvals of plans.

(30) They have also obtained from the Province of Quebec a 75 year lease
for 40,000 cubic second feet, authority from the Lieutenant Governor in Council
of Quebec to acquire the use of 13,072 c.s.f., and in 1931 the right to use an
additional 30,000 c.s.f.

5. CORPORATE ORGANIZATION

(1) There were two syndicates prior to the incorporation of the Beauharnois
Power Corporation Limited, the present holding company, the first being the
Beauharnois Syndicate and the second the Beauharnois Power Syndicate. These
will be referred to, sometimes, for convenience as the First Syndicate and the
Second Syndicate, respectively.

TuE FIRST SYNDICATE

(2) About the 12th May, 1927, Mr. Sweezey organized the syndicate known
as the Beauharnois Syndicate, having 5,000 units or part interests. This Syndicate
existed until the 4th April, 1928, at which date the holdings were as follows:—

Number asie
Members of part ;‘c' Amount
interests anica
St Co $

Blaiklogk, 8. Turngtall. ;s Gk G arei chos e faanes R aie e 25 100 00 2,500
Crédit Génbral du. CaBAGR: .5 580 &5 s wais s s rt 0y » s B 800 37 §0 30,000
Dobell, Wi M, o, igSREa s SO G e el S SR 50 100 00 5,000
Geoffrion, Aimé& P, . Jirithasih . i g o et ro 200 100 00 20,000
Griffith, Hugh B, oot aablog oy ats Soie 20 ol o bi, N e 170 100 00 15,000
Ibbotson, Ivan L....... opng o gt IN il o o o MU A s S S 25 100 00 2,500
Molson; FliBaiias bty Blmaktvsn s Apeni s 3 s Grtr S S e 0 350 45 71 16,000
Moyer, L. Clare..... 800 370 30,000
MeGinnis, Thos. A.. fig sk 100 100 00 10,000
Newman; Henry.:.| b cnidsoilt Do bt 1L y 0 100 00 5,000
Newman, Sweezey & Co., Ltd., In Trust 1,070 42 86 45,000
Eohert, Win [ H T ahA i it S0 Ren TR a s n TR L T NS 100 100 00 10,0C0
Shortt, DrAdang. o5 s s it bt et s c st ns S, & e 10 100 00 1,000
Stadler, John........ 5 s 100 100 00 10,000
Sutherland, Wm s Aol 25 100 00 2,500
Steele, R. W........ 186 Rl 250 100 00 25,000
ST 2 oy @ MRS S ST 1o G N TS SNl R T O 1. e 20,000
Kenny, T. Fred 15 100 00 © 1,500

8, 0007y [0 wfitoae i 261,000
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(3) The units subsecribed for in the name of the Crédit Général du Canada
were subseribed and held for Senator Donat Raymond.

(3A) 1,000 of the units in the name of Newman, Sweezey & Company,
Limited, were held for Frank P. Jones and 50 for Fred M. Connell. The Honour-
able Walter G. Mitchell had a half interest in Mr. Jones’ holdings.

(4) The units in the name of L. Clare Moyer are said to have been
subseribed on behalf of the late Winfield Sifton. ‘Senator Wilfrid L. McDougald
states that on the 18th May, 1928, he agreed to acquire them, the transaction
being completed about the end of that month.

(5) The units in the name of R. W. Steele were held for the Dominion
Securities Corporation.

(6) The price to subscribers Raymond and Moyer was $37.50 per unit and
Frank P. Jones acquired 800 of his and Mr. Mitchell’s units from Newman,
Sweezey & Company, Limited, at the same price

(7) Of the 900 units in the name of R. O. Sweezey, 600 were issued pursuant
to the syndicate agreement for consideration other than cash and the balance
of 300 subseribed for at $100 per unit.

(8) The 350 units subscribed for by F. S. Molson were at an average price
of $45.71 per unit.

(9) The Newman, Sweezey & Company, Limited, units were at an average
price of $42.86 and all other subscribers paid at the rate of $100 per unit.

(10) The average price of the 4,400 units sold for cash was $59.32.

THE SECOND SYNDICATE

(11) On the 4th April, 1928. the Beauharnois Power Syndicate was organ-
ized and acquired the assets of the Beauharnois Syndicate, the consideration
being two units of the new Syndicate for each one unit of the old Syndicate
with the right to unit holders to subsecribe for as many units in the new syndicate
as each already held therein at $100 per unit, being the par value thereof.

(12) The members of the Beauharnois Power Syndicate holding 100 or
more units or part interests, as on the 17th December, 1929, were as follows:—

Number
Members of Part
Interests
GerRld B R Ay hner & BLANEaeRelL. W S A e A SR 100
S EarpstalliBiafltocla i it =0t - of. B8R4 LI DK 5 Ll & {7 100
v SA S el ol A S e et g s RS T 221
i ) 5 R R0 Nl A ol N L e Y e O W s e A o 200
H. Ve Cnllinan DM S CRRIIICHARL. oo ik ol ond 3 o % v gt o Bhoie s tmsciod oresd o 250
iy b T E s LG S SR e s e RO RS o SO St T 200
Dominion Securities Corporation Ltd 1,492
BT L i R S T e S e e T SR A P it 5,200
780 ol T o (o) o A SNy T s et A L N AR R e < 800
Hugh B, Geiflith, ...... | 2¥TB00 SO . sani L il 1 600
A rann e R T e hs + e d b sls s e gad/s s b s s ekt a gt o e 110
@I HSon SYCERINL ) e d. SO, SRR ). sl 0 Ll et o8 175
Aneis WS AEsont Cotden e Lfoloqagmn el Tonsie e s s o e 740
J. Charles Hope....... i 1320
Jones Heward & Co... 210
Thomas A. McGinnis. s A 2 r el : 450
g g T R et it et b s el sl e U AR ol S sl 465
FIOW, NEOIsehAt EL M ERIEY | CEN UG 28 . DRILOT L 0L s L 100
MontEagleTrRat O 00 oo rn et w bt T e L B 8 8 o ity siod s pirngte o et s, v e, il b 8,000
Henry Newman................. Tis s -9y i 395
Newman, Sweezey & Co. Ltd... 410
O’Brien & Williams............. 8. ¥ b id w3 101
T R e D N bl e s s aints iy os s b o S o s i 100
WelC L PHotd e CoudnbE L LS Te Be il 8 L ot e e et i b ALEENTS. £8 152
p 5000 7 BT AL R s Mo sl s tholbanderiSika it Al Dobandslinle rofln i 351
Ritehie (R L.y and Gilmore (K. B thtrvat oo, o oslado il doi s fismones 350
Wm. H. Robert, Joseph H. Robert, Miss Sarah M. Robert, personally, and as
executory of the lateBarah Robertil . . iinu . . coasloodn. o o v ] 200
Millisea R RODaRE bl Bl itk s b s b upid € b B s o o et 366
R 0 T A e i e g (5ol iyt 100
Robertil). Sweazeyifrs ol nen AN Ll A Rl R I T L T 1,000
Part interest holders of less than 100 part interests.............ccovveruvennn.n. 1,932
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All of these with the exception of part interests exchanged for holdings
of part interests in the first syndicate, and the 2,000 part interests that were
used to purchase the shares of the Sterling Corporation, and also except 200
units issued to the Robert heirs, were paid for at the rate of $100 per part
interest. These 2,000 units are included above in the holdings of John P. Ebbs.

The 5,200 units in his name were held for Hon. W. L. McDougald, and will
be-referred to hereafter.

(12A) The capital of the Beauharnois Syndicate consisted of 30,000 units
at the par value of $100 each, of which 25,000 were issued.

(1) The tangible assets of the first or Beauharnois Syndicate totalled
not over $261,000 as on the 4th April, 1928.

BravHArNoIs LicHT, HEAT AND POowErR COMPANY

(14) This Company has been in existence since 1902, as previously men-
tioned. The control passed to Mr. Sweezey and his associates on or about the
3rd February, 1927. Under the agreement of that date (Exhibit No. 60) and
according to the Minutes of the meeting of the Directors held on that day,
Mr. H. B. Griffith was elected a Director and Secretary of the Company. It
was not, however, until the 13th June, 1927, that a Board of Directors con-
sisting of Mr. Sweezey and his associates including Mr. R. W. Steele, repre-
senting the Dominion Securities Corporation, took charge of the Company’s
affairs.

BeauaARNOIS PowER CORPORATION LIMITED

(15) This Company was incorporated on the 17th September, 1929, by
the Ottawa legal firm of McGiverin, Haydon and Ebbs by letters patent under
the Dominion Companies Act. It was granted wide powers of acquisition and
development of natural resources and in connection with the productlon use,
distribution or disposal of energy, power, water, light or heat.

(16) The authorized capital stock is five Management Preferred shares
without nominal or par value; 1,799,995 Class A Common shares without
nominal or par value and 3,200,000 Class B non-voting Common shares with-
out nominal or par value.

(17) The holders of the five Management Preferred shares during the ten
years next succeeding the date of the letters patent have the exclusive right to
vote for the election of Directors of the Company. At the expiry of this period
these automatically become Class A Common Shares.

(18) At a meeting of the Company on the 31st October, 1929, held at the
office of Messrs. McGiverin, Haydon and Ebbs in the City of Ottawa, a proposed
memorandum of agreement, dated the 31st October, 1929, between the Beau-
harnois Power Syndicate, the Marquette Investment Corporation and the Beau-
harnois Power Corporation Limited, was submitted providing for the acquisition
by the Company or its nominees of all the undertakings and assets of the
Syndicate except unpaid or uncalled balances in respect of purchases of units
or part interests of the Syndicate. The consideration was:

(a) $4,750,000 cash;

(b) the assumption by the Company of the liabilities and obligations of the
Syndicate, and

(¢) the undertaking by the Corporation to defray expenses not exceeding
$10,000 of the winding up of the affairs of the Syndicate and the distri-
bution of its assets amongst the members.
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The Syndicate, on the other hand, agreed to subscribe at $1 per share for 1,000,000
Class A Common shares of the Company.

(19) It was resolved that this memorandum of agreement be approved and
executed on behalf of the Company.

(20) The Directors present at this meeting were O. F. Howe, and D. K.
McTavish, barristers of Ottawa, and the Misses Belle Fraser, Lyla Brennan,
Edythe H. O’Malley, Bessie Conniffe, Lillian Dell, Elsie M. Burritt, Gwen
Gunderson, Kathleen Havey and Mary H. Kelly, stenographers, all of the City
of Ottawa.

(21) At this same meeting, according to the minutes, there was authorized
a proposed agreement, dated the 31st October, 1929, between Beauharnois Power
Corporation Limited of the first part and Newman, Sweezey & Company, Limited
and the Dominion Securities Corporation of the second part, providing for the
creation and issue of thirty year 6 per cent collateral trust sinking fund bonds of
the Company to the authorized principal amount of $30,000,000 and for the sale to
Newman, Sweezey & Company, Limited and the Dominion Securities Corporation
of the said bonds, together with 770,000 Class A Common shares of the Company
for the price of $27,000,000 and accrued interest of said bonds. This agreement
was subsequently ratified by the shareholders at a meeting held on the same day
and at the same place, the above named Directors being all of the shareholders
and all being present.

. (22) The agreements were subsequently executed and carried out. The Beau-
harnois Power Syndicate was dissolved as of the 17th December, 1929, its tangible
assets at the time consisting of the amount paid in—aggregating for the two
Syndicates $1,561,000. This includes unpaid balances of subscriptions which on
the final settlement were deducted from the amounts payable to the individual
members, and $20,000 par of units issued to Robert in part payment for Robert’s
rights.

(23) The tangible consideration received in respect of the 25,000 part
interests issued by the Beauharnois Power Syndicate may be shown thus:

p Part
Particulars Yotivants Amount
$

Issued to members of Beauharnois Syndicate for the acquisition of the under-
talsing of thet Bsmaicateui ey bitrs. U dn Aol sy o Lo vimy s bs cobiidedoss 5. 10,000 261,000
Sosned Yor cash CoNBIETATION B BEL ey i ocs v b R Rt AL 11y % Ses 800 15 80 Bon #2000 e+ 13,000 1,300,000
Issued for the capital stock of Sterling Industrial Corporation Limited......... 38 o ] T SR
25,000 1,561,000

For purposes of exactness, it should perhaps be noted that the above amount of $1,300,000 includes
$20,000 in respect of 200 part interests of Beauharnois Power Syndicate issued as fully paid to the Robert
heirs in part consideration of the purchase of the shares of Beauharnois Light, Heat and Power Company,
ete.

(24) As a result of the agreement above mentioned, the Syndicate members
receive for each part interest $150, and 40 Class A shares of the Beauharnois
Power Corporation Limited, which Class A shares are set up in the books of the
Company at $1 per share and have had a market value as high as $17 per share,
the low price being $4 per share.

(25) On the above basis the cash profit paid to the members of the Syn-.
dicate would amount to $2,189,000, to which should be added 1,000,000 Class A
shares, which were purchased by an aditional $1,000,000 part of the con-
sideration for the transfer of the Syndicate assets. The above mentioned
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$2,189,000 was paid out of $27,000,000 received from the sale of the bonds and
shares under the agreement with Newman, Sweezey and Company, Limited, and
the Dominion Securities Corporation.

(26) The Marquette Investment Company is a company controlled by
Newman, Sweezey & Company, Limited, and organized for the purpose of acting
as trustee and depository and dispersement agent of the Beauharnois Syndicate.
(Exhibit No. 59).

SussipiAry COMPANIES

(27) There are also the following wholly owned subsidiaries of the Beau-
harnois Power Corporation Limited, in addition to the Beauharnois Light, Heat
and Power Company, namely:—

The Beauharnois Construction Company, having charge of the actual work
of construction under contract; and the

Beauharnois Transmissior. Company, having to do with the actual trans-
mission lines and the transmission of the electric energy to be produced; the

Beauharnois Land Company, in which is vested the lands of the Company,
including land acquired in addition to all that required for actual canal con-
struction and which it is hoped to dispose of for industrial sites, residence and
other purposes in connection therewith; the

Beauharnois Railway Company, organized to build and operate the con-
struction railway; the

Marquette Construction Company, a Delaware corporation, organized to
purchase in the United States and lease to the Canadian Construction Company
certain machinery which it is hoped to return duty free to the United States
after use on the canal, where it is said to be more readily saleable.

6. AurroriTy FOrR CoONSTRUCTION WORK

(1) According to Mr. Henry, actual construction on the north enbankment
was commenced on the 7th August, 1929, in the vicinity of Lake St. Francis,
and on the south enbankment on the 23rd April, 1930.

(2) Condition 11 of Order in Council P.C. 422 provides that the Company
shall not commence the construction of the works until detailed plans of con-
struction “. . . have been submitted and approved of by the Minister. . . .”

(3) The work as it is being carried out is not in accordance with the plans
referred to in this Order in Council in certain important respects, viz.:—

(1) The banks are about 3,300 feet apart, whereas the original plans
show a width of about 1,100 feet in the rock section and 4,100 feet in
the earth section.

(2) The width at the bottom of the navigation part of the canal
is shown in the original plan, Exhibit No. 24, in one place as considerably
less than 600 feet, and in another at considerably more, whereas the
actual 27-foot channel is being dug at a bottom width of 600 feet.

(3) The entrance to the canal from Lake St. Francis according to
the last plan filed on the 22nd August, 1930, and as actually being
excavated, is some 3,000 feet northerly and nearer the head of the Cedar
Rapids than shown on the Plan, Exhibit No. 2A.

(4) The remedial works shown on the original plan have not been approved
either by Order in Council or by the Minister.

(5) The Hungry Bay dyke has been breached and a substitute feeder for
the old St. Louis feeder dug on the south side of the proposed canal wholly
without governmental authority.
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(6) Certain questions have been raised as to the rights to pass Order in
Council P.C. 422:—

(1) Does the Navigable Waters Protection Act give the Governor
General in Council the right to authorize the diversion of the water
from a navigable river?

(2) Can any of the powers given under that Act to the Governor
General in Council be delegated to a Minister, or to anyone?

(3) Is the right of the Governor General in Council limited to the
approval. of plans already submitted, i.e., can the Governor General in
Council approve of plans to be submitted in the future.

(4) Can the Governor General in Council approve of the plans after
the work has been done or partly done, or in the alternative is his power
limited to approval of work the plans of which have been submitted
before the commencement of the work.

(7) Your Committee finds as a fact that the work of construction is
proceeding according to plans which have not received the approval of the
Governor in Council or of the Minister of Public Works.

7. Huxery Bay Dyxe

(1) The Province of Canada in 1856 and subsequent year, constructed a
dyke along the shore of that part of Lake St. Francis known as Hungry Bay.
This dyke at Confederation passed to the control of the Dominion of Canada,
and it has since been maintained through the agency of the Federal Department
of Railways and Canals. It will be necessary before water can be diverted to
the canal from Lake St. Francis that permission be obtained from the Crown
in the right of the Dominion of Canada to breach this dyke.

(2) An application was made on the 29th day of July, 1929, for a con-
veyance to the Company of that part of the dyke opposite the lands owned by
the Beauharnois Company, to the extent of 9,064 feet measured along the dyke.
This application is now pending.

8. AmBigurry 1N Orper IN CouNcIiL

(1) Condition Number 3 of Order in Council P.C. 422 provides that “the
diversion of water shall not at any time exceed the maximum quantity of 40,000
cubic feet per second.” If this means that at no time can the quantity of water
diverted exceed 40,000 cubic feet per second, it is doubtful whether 500,000 h.p
can be developed by the use of that quantity of water, even adding thereto the
13,072 cubic second feet obtained by assignment of the Montreal Cotton Com-
pany’s lease.

(2) Your committee is of the opinion that any ambiguity in this respect
should be removed.

9. ConTrOL OF WATER

(1) The present plans do not provide for the control of the water at the
entrance to the proposed canal. It has been stated in evidence that for this
purpose and for reasons of safety, some method of control should be adopted,
whether by way of a dam and gates, or a control lock at this point. .

(2) Considerable time was spent by Mr, Henry in an endeavour to establish
that proper control could be maintained by the Dominion authorltles at the
gates leading to the water wheels.

(3) Your Committee was impressed with the idea that there should be

some means of control al the entrance to the canal.
482362
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10. Site or WORKS

(1) The topography of the locality and the ground at the site of the works
are of such a character as to render possible and of compz_a.ratlvely easy attain-
ment the large power development contemplated at a quite reasonable cost.

(2) Your Committee is of the opinion that from the physical standpoint a
power development on the south shore of the Soulanges section of the St.
Lawrence River is fundamentally sound and that with proper safeguards and
regulation a navigable canal can be developed synchronously with the power
development and utilized as a link in the St. Lawrence Great Waterway, at a
reasonable cost to the Dominion of Canada for locks and bridges.

(3) While the present plans are not in accordance with the proposals of
the International Joint Board for this section of the river mentioned in their
Report of 1926, nevertheless, in view of the amount of money already expended,
and of the possibility, as we believe, of the utilization of this canal for naviga-
tion purposes, we think that from the navigation standpoint the scheme should
not be abandoned.

Reference will now be made to those portions of the Report of the Commons
Committee which affect specifically any Honourable Member of the Senate, the
Senators so specifically named are Senator Wilfrid Laurier McDougald, Senator
Andrew Haydon and Senator Donat Raymond.

SENATOR WILFRID L. McDOUGALD

The following extracts constitute a summary appearing in the Commons
Report of the evidence and findings as affecting Senator McDougald. Beneath
each extract will be found any comments or modifications of the findings of the
Commons Committee which after having heard further evidence we feel it our

duty to make.
PARAGRAPHS 1, 2, 3, 4, 5 and 6

(1) Senator McDougald was first summoned to the Senate on the
25th June, 1926, but owing to the dissolution of Parliament was not then
sworn in and his appointment lapsed. He was again summoned in October
of that same year and was sworn in the following year. Since 1922, except
for a short interval in 1926, until 1930, Senator McDougald occupied the
position of Chairman of the Montreal Harbour Board and, as he stated in
evidence, assumed a position of high responsibility in connection with the
development of the St. Lawrence Deep Waterway.

This Committee finds that this is correct, except that Senator MecDougald
was summoned to the Senate June 25, 1926, and took his seat 9th December,
1926, and not as stated in the said paragraph.

(2) In May, 1924, the then Dr. McDougald was appointed a member
of the National Advisory Committee, whose membership included the
Honourable G. P. Graham, as Chairman, and Honourable Clifford Sifton,
and several gentlemen interested in existing hydro-electric power develop-
ments.

(3) On the 20th April, 1928, Senator McDougald was appointed a
member of the Special Committee of the Senate to inquire into and report
from time to time on the matter of the development and improvement of
the St. Lawrence River for the purposes of navigation and production of
electric current and power and matters incidental to such a project. That
Committee held several meetings in the month of May, 1928, and to which
reference will be made more specifically hereafter.
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(4) In 1923, Mr. McDougald became associated with Mr. R. A. C.
Henry, as has been previously pointed out in this report, and as a result
the Sterling Industrial Corporation Limited was incorporated and applica-
tions made to the Departments of Public Works and Railways and Canals
on the 5th and 7th July, 1924, as already indicated.

(5) From this small beginning, the interests of Senator McDougald
have -expanded until at the time of his giving his evidence he was Chair-
man of the Board of the Beauharnois Power Corporation, Limited, elected
on the 20th of December, 1929, the holder of Management Preferred
Shares; a director of the Beauharnois Light, Heat and Power Company,
the Beauharnois Construction Company, the Beauharnois Land Company,
and the Beauharnois Transmission Company.

(6) This expansion is almost comparable to the present Beauharnois
Project as compared with the original St. Louis feeder.

This Committee finds that the report of the Commons set out in the above
paragraphs is completely established.

PARAGRAPHS 7, 8 and 9

(7) The application of the Sterling Industrial Corporation was
allowed to lie dormant until some time in 1928. On the 18th of May,
1928, Senator McDougald agreed to take over 800 units of the first syndi-
cate which had been subscribed for by Mr. Clare Moyer on the /4th of
April, 1928, the day upon which that syndicate was dissolved, and upon
which day a payment of $15,000 was made by Mr. Moyer, of moneys
which he says he received in cash from Mr. Winfield Sifton. A further
payment was made on the 18th of May, in an amount of $15,000 out of
moneys which Mr. Moyer says were received by him from Mr. Sifton by
way of a bank draft containing no information as to the person who was
providing the funds.

(8) The 800 wnits thus acquired by Senator McDougald became
1,600 units on the formation of the second syndicate, and he, in the name
of Mr. Moyer, subscribed as he had the right to do for 1,600 more units
at a price of $100 per unit, and for which he agreed to pay $160,000 and
on which at the dissolution of the syndicate on the 17th December, 1929,
he had paid $80,000.

(9) In the meantime, however, namely on the 2nd October, 1928,
these had been transferred from Mr. Moyer to Mr. John P. Ebbs, a mem-
ber of the Haydon firm, by reason of some instructions from Senator
McDougald, about which there seems to be some tnsolvable mystery, and
about which there need not have been any mystery at all if the transac-
tions were an ordinary business one.

This Committee finds that the facts set out in the said Paragraphs 7, 8 and
9 are established, and makes the following comments and findings with respect
to the said purchase by Senator McDougald. ;

It has been disclosed at this inquiry that the first two payments made by
Mr. Moyer to the Beauharnois Syndicate were made with funds supplied him
by Mr. Sifton and deposited by him in the Wall Street Branch of the Bank of
Nova Scotia in New York, the first deposit being made on the 31st March, 1928,
for $15,000, against which he issued a cheque for $15,000 on the 4th April in
favour of the Marquette Investment Corporation, which was the corporation
used by the Beauharnois Syndicate for receiving and disbursing of its moneys.
This cheque was cashed by the said Corporation on the 6th April. On the 17th

4823623
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day of May, Moyer made a further deposit by way of bank draft in the Bank
of Nova Scotia in New York, and on the 18th of May issued his cheque to the
Marquette Investment Corporation for $15,000, that cheque being cashed by the
Investment Corporation on the 19th day of May. On the 23rd of May, Moyer
deposited in the Standard Bank of Ottawa a bank draft for $16,000 and issued
his cheque against it for $16,000 in favour of the Marquette Investment Corpora-
tion on the 26th day of May, which cheque was cashed by that Corporation on
the 1st day of June, 1928. _ § :

Senator McDougald says that he purchased the part interests subseribed
for by Moyer on the 18th day of May, 1928, by having delivered to the late
Winfield Sifton the real owner of the part interests carried in the name of Moyer,
Dominion of Canada Bonds to the face value of $46,000, delivery being made
through his solicitor, Mr. Barnard, and his financial man, Mr. Banks; the
delivery of the Bonds in the sum of $46,000 having been made all at the one time.

His evidence before the Commons Committee contradicts this statement.
He there said that the Bonds delivered to Sifton on this occasion were in the
sum of $30,000 only, giving his reason therefor that he did not wish to take on a
commitment for the 1,600 part interests in the Second Syndicate, on which there
was payable 10 per cent or the sum of $16,000.

It should be borne in mind, as disclosed by the evidence of Mr. Clifford
Sifton, that there were no entries in the books of his brother, the late Winfield
B. Sifton, nor were there any documents indicating the purchase of these part
interests by Mr. Sifton, nor their sale to Senator McDougald. There were no
Bonds of any description forming part of the assets of his estate, nor moneys
representing the amount of the said bonds to the credit of his bank account,
nor any charges to the said bank account in any way indicating the purchase
of the said part interests by him.

In fact, the acquisition of the part interests carried in the name of Moyer
by Senator McDougald is completely shrouded in mystery, when there was no
occasion for mystery whatever, and leaves the whole transaction open to the
very gravest suspicion that Sifton, in his purchase through Moyer, was at all
times acting in whole or in part for Senator McDougald and using Senator
MecDougald’s money from the 31st March, 1928, when Moyer made the deposit
in New York up to the end of the whole transaction.

Senator McDougald gives as his reason for not having his name appear
as the owner of these part interests, that he did not wish other persons to
follow him in his investment. It must be borne in mind that these were not
part interests open to the general public, the investment being offered only to
persons of whom Mr. Sweezey or the management committee approved, and
that the public, therefore, could not have been influenced or injured by the
fact that Senator McDougald was interested in the Beauharnois Project.

If, as is usual in business matters, Senator McDougald had simply issued
his cheque to the late Winfield B. Sifton, there would in that act be no such
revelation to the public of his interest in Beauharnois as would have con-
stituted an invitation or signal for other members of the public to follow.

Paragrarus 10 and 11

(10) As previously pointed out, Senator McDougald through his
representative, Mr. Ebbs, acquired for the five issued shares of the capital
stock of the Sterling Industrial Corporation, Limited, 2,000 part interests
i the second syndicate. These units were given for a corporation the
rights of which, as has been pointed out by Mr. Cameron, Chief En-
gineer of the Public Works Department, on page 1019 of the evidence
“would be of no value”. The agreement was made in the Fall of 1928,
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and the Beauharnois Company considered these shares to be of such
value that they still remain endorsed wn blank, and have mever been
transferred on the books of the Company. It can hardly be pretended
that this Company had any value, cven as suggested, any “ nuisance
value ” or was or could be thought to be any serious obstacle in itself
to the application of the Beauharnois Light, Heat and Power Company
to the Governor General in Council then pending. If so, there were two
former applications in the Department, ome of which at least was
based on an alleged acquisition of the Robert rights, which rights were
the foundation of the Beauharnois application. Still, the carrying out
of the agreement was made conditional upon favourable action by the
Governor General in Council, and it is beyond belief that had that
Company not been owned by Senator M cDougald, who represented him-
self to be a close friend of the administration, and R. A. C. Henry, soon
destined to become Deputy Minister of Railways and Canals, or others
equally influential, the Beauharnois Power Syndicate would have hardly
considered paying for it even the mominal amount that had been sub-
seribed as its capital stock, much less 2,000 wunits, which ultimately
became $300,000 in money and 80,000 shares of the Beauharnois Power
Corporation Limited but would doubtless have received the same con-
sideration as was accorded the other prior applicants—namely the privi-
lege of being completely ignored.

. (11) It vs suggested that the handing over of this large number of
units was m order to induce Mr. Henry to go over to the Beauharnois
Company.. Why any inducement, other than a doubling of his salary
which actually occurred, should have been necessary in order to induce
the man who had for at least siz or seven years been most anxious to
be connected with a Beauharnois Project is difficult to understand, and
your Committee cannot accept that as the exvlanation. On the con-
trary we are convinced that the ‘‘ nuisance value” consisted in the
necessity of a large inducement to Senator McDougald in order that
he, a possible obstacle in the attainment of the objects of the syndicate,
might become so vitally interested therein that any possible opposition
on his part might be obviated.

This Committee finds that the statements contained in the said Paragraphs
7, 8,9, 10 and 11 are proven.

ParaGrarHS 12, 13, 14 and 15

Paragraphs 12, 13, 14 and 15 deal with the evidence given by Mr. Henry
before the Special Senate Committee and are relevant as relating to Senator
MecDougald’s participation in these transactions.

(12) That Senator McDougald was a factor in the success of this
venture is apparent from the Proceedings of the Special Committee of
the Senate above referred to, of which he was a member.. It appears
that on the 31st of May, 1928, he was instrumentel in having Mr. Henry,
then his partner in the Sterling Company, come before that Committee
and answer certain questions. These questions had (Sec page 215 of the
Proceedings) been prepared beforehand by Senator McDougald and sub-
mitted to Mr. Henry.

(13) Mr. Sweezey in s evidence makes it very clear that the
reason for his having done some of the extraordinary things which he
did do was that time was of great vmportance from the standpoint of
financing the enterprise, owing to the threatened financial crisis,
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(14) On the 25th May, 192S, Mr Aimé Geoffrion, Chief Counsel
for the Beauharnois Syndicate, and who according to his bill for pro-
fessional services had a number of interviews, starting on the 17th
December, 1927, with Senator McDougald, wrote to Senator MeDougald
urging that there was “no reason for deloying the application to the
Dominion Executive for approval of the Beauharnois plans under the
Navigable Waters Act.”

(15) The last question which Senator McDougald asked 1r. Henry
on this occasion, on the 31st of May, 1928, was as follows: (Page 232
of the Committee's Proceedings.)

Hon. Mr. McDougald: The last question which I have, Mr. Henry.
1s, tn your opinion should the tmprovement of the St. Lawrence Waier-
way be gone on with as soon as pessible, and if so, why?

It is to be recalled that thirteen days previously on his own testi-
mony, Senator McDougald had agreed to become interested in this enter-
prise to the extent of 800 Part Interests in the Beauharnois Syndicate.

The above Paragraphs 12, 13, 14 and 15 are in every way justified in the
evidence.

STATEMENTS IN SENATE
ParagraPHS 16, 17 and 18

- Paragraphs 16, 17 and 18 of the summary have to do with the correctness
and bona fides of certain statements made to the Senate by Senator MeDougald
and are as follows:—

(16) On the 19th of April, 1928, Senator McDougald in a speech
delivered by him from his place in the Senate stated: “I want to say here,
and to say it with emphasts, that I do not own a dollar's worth of stock
in this enterprise, and have no interest in or association with that Com-
pany i any way, shape or form”. . .. “So far as I myself am concerned I
cannot add too much emphasis to my denial of the suspicions and asper-
stons which these despatches” (referring to despatches of the Toronto
Mail and Empire and the Globe of April 18, 1928) “have cast upon me as
a member of the Advisory Committee, as a member of this honourable
body, and as a private citizen.”

(17) On the 20th of May, 1931, Senator McDougald, in referring to
his former statement on this subject, and the date thereof, the 19th of
April, 1928, made the following statement from his place in the Senate:
“Honourable Members of the Senate, before the orders of the day I rise
on a question of privilege. According to the mewspapers of this morning
my honour and integrity as a member of this House have been attacked
m another place, and I desire to draw attention at once to a statement
which I made in the Senate in April, 1928, regarding my position in the
much-discussed Beauharnots Power Company. Newspaper articles had
reflected on myself and other members of the National Advisory Com-
mittee reporting on the St. Lawrence Waterways. It was insinuated that
our decisions and recommendations were influenced by personal interest
in power development on the St. Lawrence. In this House I stated at the
time that I had no interest in the Beauharnois Power Company or in the
Syndicate. That was absolutely true and correct. I may say at once that
up to that time. . . .” (that is April, 1928). “I had been invited on many
occasions to become a member of that syndicate but had always declined.
After that date I was asked again, and had the whole project investi-
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gated from every angle. When I was satisfied that it was a proper
project for me as a member of this Senate, as a business man, and a citizen
of Canada, to take a financial interest in, I agreed to do so. Some six
months later, in October, 1928, I took an interest in the Beawharnois
Syndicate.”

(18) On Paye 930 of the Ewvidence appear these Questions and
Answers:—

By the Chairman:

Q. That is not a correct statement, Senator, I suggest to you?—A. I
suggest, Sir, that it s a correct statement.

Q. Then your evidence yesterday was wrong, because you bought
from Sifton in May?—A. I did not appear in it until October. Mr. Ebbs
was my representative in October, and I became active in it in October.

Q. Is that your explanation for that statement?—A. That is my
explanation for that statement. I was in the syndicate—

Q. Why, of course, you were in the syndicate; here is your evidence?
—A. The end of May, 1930, and not when I made the speech in the
Senate.

Q. You say in your speech, distinctly that in October, 1928, you first
took an nterest in the Beawharnois Syndicate. Yesterday in your sworn
testimony you admitted that yow had purchased from Sifton in May,
1928?—A. That 1s correct.

Q. I suggest to you that your statement in the Senate was entirely
wrong?—A. It may have been ambiguous, but it was not wrong. What
I meant was I came into it in October through Mr. Ebbs. That s the
first time I came into it.

Q. Just before you go on with that, Mr. White, I want to complete
the question I was putting to the Senator a moment ago (To the witness).
While you were making this ambiguous speech, as you call it now, in the
Senate on the 20th May, 1931, of course, you were interested with Mr.
Henry in the Sterling Industrial Corporation?—A. That 1s right.

In expressing concurrence with the above this Committee calls attention as
well to the following considerations making some comment or expression of opin-
ion thereon. The entire speech made by Senator McDougald in the Senate on
19th April, 1928, as taken from the Senate Debates is as follows:—

Hon. W. L. McDougald: Honourable gentlemen, I desire to make a
statement on a question of privilege, and to giwe an absolute denial to
certain newspaper implications reflecting on my honour and integrity,
both as a member of this honourable body and as a private citizen.

The Toronto Globe of April 18, prints a despatch from its Ottawa
correspondent, dealing with the bringing down of correspondence between
the Canadian and United States Governments on the subject of the St.
Lawrence waterways, in which it says, amongst other things:—

Hon. Senator McDougald is reputed to be connected with the
Beauharnois Power Company, which recently obtained a charter from
the Quebec Legislature for a gigantic development in the Quebec
section of the St. Lawrence.

The report also contains a number of statements relative to the merits
of private and public construction. I am concerned, however, only in giv-
g an tmmediate, unequivocal and absolute denial to the implication of
the Globe despatch that I am connected with the Beauharnois Power Com-
, pany. I want to say here, and to say it with emphasis, that I do not own
) a dollar’s worth of stock in this enterprise, and have no intercst in or

' association with that company in any way, shape or form.
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Now let me deal with a despatch which appeared in the Toronto Mail
and Empire, also on April 18, and similar to that of the Globe, with the
exception, perhaps, that where the Globe “reputes” the Mail and Empire
“suspects”.

That the report was written by Senator McDougald, Sir Clifford
Sifton and Thomas Ahearn is believed, and the other members of the
committee played unimportant parts and did not influence the decis-
ion. These three capitalists are either known or suspected of being
interested in power schemes, and the proposal to develop the national
section first at the expense of private interests who would have the
power, 18 credited to them. . . . .. The criticisms so far advanced are
many and pertinent. . . . . that the proposal endorsed by the Govern-
ment was prepared by power interests represented by Sir Clifford
Sifton, Thomas Ahearn and Senator McDougald.

Speaking for myself, I want to make a further positive and absolute
denial of the implications and suspicions of the Mail and Empire. The
report was prepared by the Advisory Committee, and by the Advisory
Committee alone. That the Government put upon that commiltee men
who presumably knew something about power and power schemes was
probably for the same reason that it puts upon the Railway Commission
men who presumably know something about railways; but for two of the
prominent newspapers of this country to put out an impression to the
public of this and other countries that the members of the committee were
actuated by motives of private gain, or collusion with power interests, is,
I think, an action which is undue, unfair and unwarranted. So far as I
myself am concerned, I cannot add too much emphasis to my denial of
the suspicions and aspersions which these despatches have cast upon me
as a member of the Advisory Committee, as a member of this honovrable
body, and as a private citizen. Perhaps I may take some slight comfort
from the fact that this sort of thing seems to be one of the ordinary
penalties of public life.

We have already dealt with the question as to whether or not at the time
this speech was made Senator McDougald was the owner in whole or in part
of the Winfield Sifton shares or part interests. Even if, however, we are to
assume that he became the owner only on 18th May, 1928, he was at the time
the above speech was made, and had been for several years before, the owner of
the Sterling Industrial Corporation (subject to an indefinite and un-enforceable
understanding for division of its stock with Mr. Henry) and the Sterling indus-
trial Corporation was interested directly and very practically as it turned out,
in the St. Lawrence Power and Canalization development at the very point in
question. In the bedy of the Mail and Empire article it is said that three
capitalists including himself “are either known or suspected of being interested in
power schemes and the proposal to develop the national section first at the
expense of private interests who would have the power, is credited to them.”
When, therefore, Senator McDougald made on 19th April, 1928, “positive and
absolute denial of the implications and suspicions of the Mail and Empire,” he
was not speaking the language of candor and truth.

Turning now to the speech of Senator McDougald in the Senate on 20th
May, 1931, and assuming again that his purchase of the Sifton interests in
Beauharnois Company was made on the 18th May, 1928, or twenty-nine days
after the speech of 19th April, 1928, we cannot acquit the Senator of lack of
candor again in saying in the latter speech that he became interested “some six
months later, in October, 1928,” when the Sifton part interests previously held
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in the name of Moyer became held in the name of Ebbs. Senator McDougald
knew quite well that from 18th May, 1928, to October 2nd, 1928, Moyer held
for him just as Ebbs held for him from 2nd October onward. It is more than a
violation of language to describe such an error as merely an “ambiguity.”

At this point it must be remembered that from the 20th day of April, 1928,
Senator McDougald was an active member of a Committee of the Senate
appointed by virtue of the following resolution:

Ordered, that a Special Committee of the Senate be appointed to
enquire into and report from time to time on the matter of the develop-
ment and improvement of the St. Lawrence River for the purposes of
navigation and production of electric current and power and matters
incidental to such objects; and that the Committee be empowered to send
for persons, papers and records, to examine witnesses under oath if deemed
necessary, and to employ stenographers and other clerical help subject to
approval of the Senate in regard to expenditures, &e.”

This Committee held meetings and conducted hearings until the 7th day of
June, 1928. At its meeting of 31st May, 1928, he put certain questions (quoted
in part from the Commons Report above) previously prepared and submitted to
the witness, for Mr. Henry’s answer. On the Senator’s own admission, he had
held, as well as his interest in the Sterling Industrial, a large interest in the
Beauharnois Company itself since 18th May, 1928. It is a singular thing that
the sense of honour which on April 19, 1928, compelled him to deny before the
Senate of Canada any connection with Beauharnois and all the “implications,
suspicions and aspersions” which he said were cast on him by the Globe and Mail
and Empire, did not impel him to disclose to the Senate or its committee the
personal interest which he held in the very subject matter which the Senate
Committee was reviewing. In our opinion it was his duty so to have done. On
the contrary he contented himself by giving answers as follows:—

By Mr. White:
Q. I suggest to you that on that date when you called Mr. Henry as
a witness you had an interest in the Beauharnois project?—A. That is
right.
Q. That is right. Did you disclose. that to the Committee?—A. It
was none of their business whether I had or had not any interest in it.

The paragraphs of the summary dealing with the price at which Senator
MecDougall purchased his shares and to certain travelling expenses received by
him are as follows:

(19) Further in his speech on the 20th May, 1931, Senator Mec-
Dougald said: I might add that I paid into the syndicate dollar for dollar
with every other member of it.

(20) As previously pointed out in this Report, Senator McDougald,
Senator Raymond, and Mr. Frank Jones, bought their units in the first
syndicate for many fewer dollars per share than any other of the members,
except possibly Mr. Sweezey who got some of his for a consideration other
than cash.

(21) It 1s also significant that Senator McDougald received consider-
able sums of money from the Company for travelling expenses.

In confirming the facts set out above, we add that the Beauharnois Com-
pany paid the hotel expenses of Senator McDougald in Ottawa during the time
the Commons Committee sat, though at that time Senator McDougald was in
Ottawa attending the Session of the Senate.

Included in the above expenses was the sum of $7,500 the fees of Mr. Starr,
who appeared before the Commons Committee as counsel for Senator Me-
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Dougald and who distinctly represented himself as acting, and in fact did act
only for Senator McDougald before such Committee.
The concluding paragraphs of the summary are as follows:

(22) How one holding the high offices to which he had been called,
as Chairman of the Montreal Harbour Board, member of the National
Advisory Committee on St. Lawrence Waterways, a Senator of Canada,
and a member of the Special Committee of the Senate, above referred to,
and as he himself has stated, having a high regard for his public duties,
should allow his private interest to so interfere with his public duty that
he found it mecessary, speaking from his place in the Senate to bz
“ ambiguous ” and incorrect, it is difficult for your Committee to under-
stand.

(23) Senator McDougald’s actions in respect to the Beauharnois pro-
ject cannot be too strongly condemned.

In the judgment of the Committee the conclusions herein set up are amply
justified by the evidence that Senator McDougald’s actions were not fitting or
consistent with his duties and standing as a Senator. -

SENATOR ANDREW HAYDON

A summary dealing with the connection of Senator Andrew Haydon with
the Beauharnois Power Project appears in the report of the House of Commons
Committee submitted to us. We quote from it as follows:—

(1) The first connection of Senator Haydon with the Beauharnois pro-
ject appears to be in 1924, when his firm incorporated for Senator Mc-
Dougald and Mr. Henry the Sterling Industrial Corporation on the 5th
July of that year and made the application of that Company to the twe
Departments of the Government for the right to divert 30,000 c.f.s.

(2) Hus firm was retained by Mr. Sweezey for the Beawharnois Power
Syndicate in the fall of 1528 under somewhat peculiar circumstances.

(3) Senator Haydon has been a member of the Senate since March
11, 1924, and was known. to Mr. Sweezey to be a member of the Liberal
Party who collected campaign funds. The retainer was of an unusual
character. The firm demanded in excess of $30,000 per year but Mr.
Sweezey demurred and finally arranged that the firm of McGiverin, Hay-
don and Ebbs would be paid the sum of $50,000, conditionally wupon
approval of its application by the Governor in Council. On October 3,
1928, this firm received a cheque from the Marquette Investment Com-
pany for $7,600 for legal services. On page 728, Mr. Sweezey says in an
interview with Mr. McGiverin, “ However, by a compromise I agreed that
if the thing got through, I would prefer to pay on that basis; if it went
through I would pay him $850,000, and a retainer for three years at
$15,000. . . 1t is human nature to work harder at @ price.” Asked, in
the event of failure what would happen, Mr. Sweezey's answer was “Well,
he would have his expenses. At least I presumed that he would have to
have his expenses. . . I was sure he would charge me something for it.”
This arrangement was apparently made, according to Mr. Sweezey, some
time prior to the 2nd October, 1928, (Evidence Page 729).

(4) On the 2nd October, 1928, a transfer was made to Mr. Ebbs of the
Haydon firm, from Mr. Clare Moyer of the interest Mr. Moyer then held
i the Beauharnois Power Syndicate for Senator McDougald.

(5) Mr. Ebbs, Senator Haydon’s partner, acted as Syndicate Manager
for some time representing Senator McDougald. The Order in Council
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was approved, Senator Haydon’s firm was paid $50,000 and thereafter
received several cheques in pursuance of the arrangement made with M.
Sweezey by which that firm was to be paid a retainer of $15,000 per year.

(6) Senator Haydon was a man of note and standing in his party
and was recognized as one of the official organizers of the Liberal party
in Canada. Senator Haydon became the recipient from Mr. Sweezey
and the Beauharnois Company of sums of money for campaign purposes,
said to be in excess of half a million dollars, and it is also to be noted
that throughout this firm did not render any detailed bill for professional
services, as shown by the vouchers (Exhibit Nos. 85 to 87 inclusive).

(7) In these circumstances, your Committee s of opinion that the
acceptance of the above mentioned contingent retainer and of the $50,000
involved, and of the campaign funds by Senator Haydon cannot be
defended and is strongly condemned.

Senator Haydon did not give evidence before the House of Commons Com-
mittee but gave evidence before this Committee. In view of the further evidence
given before this Committee with regard to Senator Haydon’s relations to this
entire matter, we make the following comment, expression of opinion and
report:—

Senator Haydon denied before this Committee that the $50,000 fee was
made contingent on the passing of the Order in Council (P.C. 422). He also
stated that the entire fee received by his firm aggregating $80,000 was for work
which had been done for some time previous to the making of the fee arrange-
ment and also for work still to be done.

In coming to a conclusion as to what the facts really were, it is necessary
to take into account the entire circumstances surrounding this subject as revealed
in the evidence. It is noteworthy that, as found in paragraph No. 6 above,
Senator Haydon’s firm did not render any detailed bill, as shown by the Exhibits,
and while it was decidedly in his interests to show that the legal services rendered
were at least remotely commensurate with the money received, Senator Haydon
fell very far short of establishing such services by his or any other evidence.
It is impossible for us to find anything of a legal character that was done by
this firm, which would have been remunerated by any company on a business
basis at a figure equal or nearly equal even to the total retainers paid period-
ically by the Beauharnois Company to Senator Haydon’s firm aside entirely
from the special $50,000 fee.

In the face of this fact and having in mind as well the high position enjoyed
by Senator Haydon in the public mind in relation to the party in which he
held high trusts, and having regard as well to the very positive, unequivocal
and comprehensible account of the arrangement given by Mr. Sweezey, it is
impossible for us to find otherwise than that the $50,000 fee was contingent
on the passing of the Order in Council.

In this same connection it should be added that the account for services
kept in the office of Senator Haydon’s firm with regard to the Sterling Industrial
Company was continued into the account for service kept by the same firm in
regard to the Beauharnois Project and all became one account and was finally
closed by cheques from the Beauharnois Company.

Special reference must be made to the following evidence given by Senator
Haydon before this Committee:—

Q. Then— —A. Mr. Mann, you have asked me about my conversa-
tions with Mr. Sweezey.

Q. Yes, Sir?—-A. As far as I remember—as far as I remember my
first conversation in respect of Beauharnois of any consequence at all;
was with Mr. Sweezey. There were some others present; I don’t remem-
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ber all who they were. I saw in the papers that he had been sued or
was going to be sued by people from London which run publicly under
the name of the Great Lakes Transportation and Power Company. He
always seemed to me one who was ready to go into ventures quite
freely, from the time I first saw him. T first saw him at Queen’s College
on these boards, and in respect of the discussion of investments and
things I first became acquainted with him. I asked him on this occasion
—it was sometime before 1929, or the beginning of 1929, perhaps—I
asked him what good was Beauharnois. It didn’t seem to me it was
of any value, because he had no takers of power. I asked him if he
had any contracts for power. He said no, he had not particularly. He
talked about Americans who would come and settle along the river, and
enterprise would begin. I said to him: “ What is the good of them if
you don’t have something nailed down?”—I think I used the word that
you have been asking me to repeat, “ moonshine "—This will never get
anywhere. It is not any good.” “ Oh,” he said, “ but when we have a
contract in sight.”” T said, “ where or how?” I had never heard of this
before.” He said with the Ontario Hyvdro Commission. I said, “ Why
don’t you get it signed and get something solid?” And his answer was
“Howard Ferguson won’t let it be signed until he gets $200,000.” I
said nothing more and heard nothing more about Beauharnois for a good
time.

This statement was at the first opportunity and most categorically, denied
by Mr. Sweezey. This Committee while of the opinion that the evidence given
by Senator Haydon and quoted immediately above was irrelevant to the sub-
ject matter entrusted to us as being beyond the scope of the inquiry, never-
theless agreed to take the evidence of Honourable Howard Ferguson, who was
living in England—upon his requesting, by cablegram, permission to be heard.

The " Honourable Mr. Ferguson came to Canada and stated in evidence
that he came at his own expense and emphatically denied that any such con-
versation had ever taken place with Mr. Sweezey or anyone else. Both Mr.
Sweezey and Mr. Ferguson gave evidence of the only two oceasions upon which
they had met and that on both occasions men of prominence and high stand-
ing were present, and in this respect their evidence agreed.

It is also to be noted that, although Senator Haydon in his first refer-
ence to this subject testified that the statement of Mr. Sweezey was made in
the presence of others, he did not produce or offer to produce before this Com-
mittee any such other persons to confirm his account of the incident. Under
these circumstances it is impossible to find otherwise than that Senator Hay-
don’s evidence in this regard was not correct.

We ratify the conclusion of the Commons Committee as expressed in para-
graph No. 7 of the above report. Senator Haydon’s conduct was unfitting
and inconsistent with his position and standing as a Senator of Canada.

SENATOR DONAT RAYMOND

A summary dealing with the connection of Senator Donat Raymond with
the Beauharnois Power Project appears in the report of the Commons Com-
mittee submitted to us. We quote from such as follows:—

(1) Senator Raymond was appointed to the Senate on the 20th
December, 1926. He, voluntarily, after the permission of the Senate had
been granted, appeared before the Committee on the afternoon of the 16th
July, 1931, and stated that he had subscribed on the 1st April, 1927, at
the suggestion of Honourable Mr. Mitchell and Mr. Frank P. Jones, for
800 units of the Beauharnois Syndicate at a price of $30,000, which he
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paid. These became 1,600 units in the second syndicate and as was his
right, he subscribed for 1,600 further units, in the name of J. R. Lefebure
and made his holdings 3,200 units. On the whole transaction he realized
as of the 17th December, 1929, $529,600 profit and 14,040 shares of Class
A stock of the Beauharnois Power Corporation, Limited. Senator Ray-
mond sold all his originally acquired umits at the same time that Mr.
Frank P. Jones sold his at $550 per unit, and later Senator Raymond
bought from W. G. Mitchell 350 units and from R. T. Fuller one unit in
the Beauharnois Power Syndicate and he held these at the dissolution of
the Syndicate on the 17th December, 1929. His total profit was as above
mentioned. He states that neither at Quebec nor at Ottawa did he exert
or attempt any political influence on behalf of the Beauharnois applica-
tions. His evidence 1s that he “did nothing to push the deal.”” On page
794 of the evidence, Senator Raymond was asked:—

Q. Then are we to understand you to say, that having this inter-
est in this project and knowing that there was a very strong opposition
and a big fight being put up, you never turned a hand to help at all?
—A. I do not know if there was anything in my power to do towards
helping it.

Q. Well, you could help?—A. I thought the only help that I
could give was to put my money in.

Q. I may take it then from what youw say, that we have your
unequivocal statement that at no time did you attempt to exert your
personal influence on behalf of this project?—A. At no time.

(2) At the conclusion of his evidence one of the members of the Com-
mittee expressed the view that he ought to be commended for his frank-
ness in giving his evidence. It was, however, later disclosed in evidence
that according to the bill of Messrs. Geoffrion and Prud’homme, Counsel
for the Beauharnois Syndicate (Exhibit No. 114) from September 10,
1927, to May 23, 1928, there appear some sizteen entries charging for
nterviews with and telephone to and from Senator Raymond. An inter-
view appears to have taken place on one occasion with Houourable Mr.
Mitchell and on another occasion in Ottawa with Senator McDougald.

(3) On page 391, Mr. Frank P. Jones states, “I certainly asked
Senator Raymond over and over again if he could not do something to
get some action.”

(4) It transpired when Mr. Sweezey returned to give further evidence
that Senator Raymond had received from Mr. Sweezey some $200,000 of
campaign funds for the Liberal party. The commendable frankness
would seem to require that Senator Raymond should have disclosed this
to the Commattee tf he wished the Commattee to understand that he was
stating fairly his comnection between the Government and the Beau-
harnois promoters.

(5) In view of Mr. Sweezey’s attitude throughout and his views as
to the necessity for political influence, it is hardly conceivable that Mr.
Sweezey would pay this large sum of money over to Senator Raymond
unless he at least was satisfied that the Senator’s influence had been or
would be worth the money and it is remarkable that Senator Raymond
did not insist on making some explanation of his position in this regard,
in view of his evidence.

Senator Raymond appeared before this Committee and gave evidence, as
he had done before the Commons Committee. In explanation of the charge of
lack of frankness stated or implied in the report of the Commons Committee
with respect to himself, he submitted that at the Commons Inquiry he had not
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been asked at all with respect to campaign funds, and would have admitted the
receipt of $200,000 for that purpose had he so been asked. He stated that he
remained in the city and signified that he would give further evidence should it
be called for, and left only on the assurance given him by a member of the Com-
mittee that he would not be further required. No evidence was adduced to con-
tradict Senator Raymond in this regard and we accept his evidence. It should
be added, however, that according to the evidence of Senator Haydon, given
before this Committee, Senator Raymond received further large sums in the way
of campaign contributions such sums having first been given to Senator Haydon
by Mr. Sweezey and by him handed to Senator Raymond. If the evidence of
Senator Haydon in this connection is correct, and it is not disputed, it follows
that Senator Raymond was not entirely frank in the submission of his evidence
to this Committee.

Although further testimony was given by the production of a statement
of account for legal services filed by Mr. Geoffrion, K.C., that there had been
more conversations between Senator Raymond and Mr. Geoffrion after the
application had been made to the Governor in Council for the passing of what
became P.C. 422, and although the evidence given before the Commons Com-
mittee clearly shows a very deep and continuous interest on the part of Senator
Raymond in procuring such Order in Council, nevertheless nothing was adduced
to contradict Senator Raymond’s repeated declarations that he had at no time
exerted his influence with the Government to the above end.

A While this Committee agrees that the facts found in the summary of the
Commons report referring to Senator Raymond are established, and with the
opinions expressed in such summary, especially that contained in paragraph No. 5
thereof, it is impossible for us to do otherwise than accept Senator Raymond’s
denial that influence directed toward affecting government policy was actively
exerted by him.

The evidence, however, is conclusive of the following facts: That Senator
Raymond accepted {rom a company—directly or indirectly—very large sums
of money by way of campaign contributions; that the company from which
such funds were accepted was dependent vitally on government franchises or
concessions; and that one of the governments from which such franchises or
concessions were necessary was the government of Canada, of which Senator
Raymond was a very prominent supporter.

This Committee feels it to be their duty to express the opinion that Senators
of Canada should not place themselves in the position of receiving contributions
from or being interested in an enterprise dependent on specific favour, franchise
or concession to be made by a government whose cenduct is, under the constitu-
tion of Canada, subject to review by both branches of Parliament.

All which is respectfully submitted.

CHARLES E. TANNER,
Chairman.




MINUTES OF EVIDENCE

Tuespay, 16th February, 1932.

The Special Committee of the Senate appointed for the purpose of taking
into consideration the report of a Special Committee of the House of Commons
of the last session thereof to investigate the Beauharnois Power Project, in so far
as said report relates to any Honourable Members of the Senate, met this day
at 2.30 o’clock p.m.

PresenT: The Honourable C. E. Tanner, Chairman, the Fonourable
Senators Béique, Donnelly, Copp, Griesbach, McMeans and Robinson.

The CaairMAN: Now, gentlemen, you have before you the resolution of
the Senate, and you also have the report which is mentioned in the resolution—
that is the report which is referred to, which is contained in the Senate Minutes.

Hon. Mr. Bfique: Then there is the evidence taken in the House of Com-
mons.

The CuARMAN: The formal resolution of the Senate referred the report
to us, and then provided authority whereby we can get the evidence, if we want
it, from the House of Commons.

The CHARMAN: (To the Clerk of the Committee) Mr. Hinds, you com-
municated with the honourable members of the Senate who are mentioned in
this report?

Mr. Hixps: Yes, sir.

The CHAlRMAN: By letter, did you?

Mr. Hinps: Yes, sir.

Hon. Mr. Bfique: Senator Raymond is here. He was on the train this
morning,

The CuAlRMAN: May I ask if Senators McDougald, Haydon and Raymond
are here? I see Senator Haydon is here. Senator McDougald is not here, is he?

. I think you had better read that letter, Mr. Hinds, and we will put it in
the record.

The CLERK oF THE COMMITTEE:

Sir,—I have the honour, by direction, to inform you that the Special
Committee of the Senate appointed for the purpose of taking into con-
sideration the report of the Special Committee of the House of Commons
of last session to investigate the Beauharnois Power Project, in so far
as the said report relates to any honourable members of the Senate, will
commence regular sittings on Tuesday next, the 16th of February instant,
at 2.30 p.m., in Senate Committee Room No. 262.

Your obedient servant,

A. H. HINDS,
Chief Clerk of Committees.

This letter was addressed to the Honourable W. L. McDougald, Room 919,
360 St. James Street, West, Montreal, P.Q. A similar letter was addressed
to Honourable Senator Haydon and to Honourable Senator Raymond. They
were sent out on the 12th of February, instant.

Hon. Mr. GriesBacH: By registered mail?
The CLERK oF THE CoMMITTEE: Yes.
1



2 SPECIAL COMMITTEE

Hon. Mr. Bfique: I know Senator Raymond is in the building. He may
be in his room just now. If he is required he can be had, because he is in the
building.

The CuAtRMAN: Is Senator MceDougald present, or represented by counsel?

Hon. Luciex Cannon: Senator McDougald is not here, Mr. Chairman.

The CHAIRMAN: Are you representing him?

Hon. Mr. Cannox: I am representing him, Mr. Chairman. I understood
the meeting to-day to be a preliminary meeting for organization purposes, and
that the Committee did not intend beginning its actual work to-day—that there
is to be an adjournment. That is the understanding I had.

The CuAmrMAN: Then we can put it on the record that you are represent-
ing him.

Hon. Mr. Caxnon: Yes, sir.

The CuamrMaN: Senator Haydon, are you going to be represented by
counsel? .

Hon. Mr. Haypon: Yes, by Mr. R. S. Robertson, K.C., of Toronto.

The CHATRMAN: And Senator Raymond is in the building, and I think you
said, Mr. Béique, he did not intend to have counsel.

Hon. Mr. Bfique: I think he intends to have counsel.

The CuarrMan: Well, I may say to the members of the Committee who
were not present at the last meeting we had, immediately after the Senate
adjourned, a resolution was passed to ask for counsel for the Committee of the
Senate, I was in communication with the leader of the Senate, Mr. Meighen, but
up to the present time I have had no definite information as to who is to act
in that capacity.

Hon. Mr. Bfique: It can be done before the next meeting.

The CuAmrMAN: Yes. Mr. Cannon, on behalf of Senator MecDougald
have you any suggestion to make as to when Mr. McDougald would find it con-
venient to be here?

Hon. Mr. Caxxox: He is at the entire disposal of the Committee. We are
altogether in your hands, Mr. Chairman. Whatever you decide will suit us.

The Cuamrmax: I suppose that is true of you also, Mr. Haydon?

Hon. Mr. Haypox: Oh, quite.

The CuamrMAN: And, I presume, of Mr. Raymond?

Hon. Mr. Biique: Yes, I would suggest that when this Committee adjourns
it should adjourn to Tuesday the 23rd—Tuesday next.

; The CralRMAN: That is a week from to-day. .

Hon. Mr. McMgeans: The Senate meets on the 1st of March. Perhaps
we had better adjourn till the 2nd of March.

The CrAmRMAN: It is very desirable that we should have all the members
cf the Committee here without unnecessary inconvenience. Everybody would
be here then. Senator Chapais is away. He could not be here to-day. Would
that suit you, senator?

Hon. Mr. BEiQue: Yes.

The Crairman: Have you gentlemen any suggestion to make about that,
or any desire? It is proposed by the Committee to adjourn until Wednesday
the 2nd of March, at 11 o’clock in the forenoon.

Mr. RoBertson: We will make that convenient for us.

The Cuamrman: We would like to consult your convenience as well.

Mr. RoBerTsoN: That is quite all right.
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Hon. Mr. McMeaxs: Do I understand that the gentlemen would be pre-
pared to go on on.that date—there would not be any requests for further
adjournments—peremptorily ?

The CuAlRMAN: Yes, well if that is satisfactory to all the Committee will
be adjourned.

Hon. Mr. Bfique: The witnesses will be called for then?

The CuHAlRMAN: Yes.

Mr. Cannon, have you any desire that this Committee should summon
anybody, any witnesses?

Hon. Mr. Caxnon: Well, at present I am not in a position to make any
suggestions along those lines, but if we felt that witnesses might be summoned,
1 can give the Committee an assurance that I will communicate either with you,
Mr. Chairman, before the Committee meets again, or the very day it meets, so
that there will be no delay.

The CralrMaN: Yes, that will be understood.

Hon. Mr. Biiique: I would suggest that Mr. Aimé Geoffrion, K.C., be sum-
moned to appear.

Mr. RoBertsoN: May I ask if it would be quite in order to let counsel have
in advance the names of the witnesses who are to be called?

The CaAlRMAN: Oh, I think so.

Mr. RoBertson: We could prepare much better.

The Cuamrman: Oh, certainly. We have open court here.

Hon. Mr. BiiQue: As to that, it might be understood that anybody inter-
ested will be at liberty to ask that witnesses be summoned, and that the Clerk
will let counsel know.

The CramrMman: Mr. Hinds will have all the information.

Hon. Mr. Canxon: And may I ask that counsel be supplied with the pro-
ceedings of the Senate since the opening of this session, and also the proceedings
of the House of Commons, so we will have before us a record.

The CHAIRMAN: Anything like that we will be very pleased to give you.

Hon. Mr. McMEeans: You can get that from the Clerk.

The Cuamman: Well, if there is nothing else, the Committee will stand
adjourned until Wednesday, the 2nd day of March, at 11 o’clock in the forenoon.

THE SENATE,
WebNEspAY, March 2, 1932.

The Special Committee appointed for the purpose of taking into considera-
tion the report of a Special Committee of the House of Commons of the last
session thereof to investigate the Beauharnois Power Project, in so far as said
report, relates to any honourable members of the Senate, met this day at eleven
o’clock in the forenoon.

Present: the Honourable Senators Tanner (Chairman), Béique, Chapais,
Copp, Donnelly, Graham, Griesbach, McMeans, and Robinson.

Counsel :

Mr. J. A. Mann, K.C., Montreal, Quebec, and Mr. Arthur L. Smith, K.C,,
Calgary, Alberta, counsel for the Committee.

The Honourable Lucien Cannon, P.C., K.C., Quebec City, Quebec; Mr.
John W. Cook, K.C., Montreal, Quebec; and Mr. Hugh E. O’Donnell, Mont-
real, Quebec, counsel for the Honourable Senator W. L. MeDougald.
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Mr. R. S. Robertson, K.C., Toronto, Ontario, counsel for the Honourable
Senator Andrew Haydon.

Mr. Thomas Vien, K.C., Montreal, Quebec, counsel for the Honourable
Senator Donat Raymond.

The CualRMAN: Gentlemen, at the last meeting of the Committee a motion
was moved by Senator McMeans and seconded by Senator Donnelly, and it was
ordered that the Government be requested to provide counsel to assist the Com-
mittee. That was decided at the last meeting of the Committee.

Hon. Mr. Bique: Mr. Chairman, I doubt that it would be regular. I think
the regular way of proceeding would be for this Committee to obtain authority
from the Senate to engage counsel. I do not think that it can be done in any
other way.

The CuAlRMAN: Well, in pursuance of the Order which I just read I was
in communication with the Department of Justice, and that department has
assigned Mr. J. A. Mann, K.C., of Montreal, and Mr. A. L. Smith, K.C., of
Calgary, as counsel to assist the Committee. Now, of course we all understand
that the Senate has to look to the treasury, which is controlled by the Govern-
ment, to pay for these counsel. I do not think there has been any question
about the authority of the Committee, with the approval of the Government, as
to assurance that these counsel will be paid. However, that is for the Com-
mittee to decide.

Hon. Mr. Bfique: Well, of course we may possibly take it for granted that
the Senate this afternoon will approve of it.

Hon. Mr. CuAPAIS: Yes.

The CrHAIRMAN: I think so. Now, these gentlemen are present this morn-
ing, Mr. Mann and Mr. Smith, and I understand that they are ready to take
the conduct of the proceedings, which would be very satisfactory, I should think,
to the Committee, because as members of the Committee we do not want to
engage personally in these matters. We are here, as 1 hope, in a senatorial,
judicial capacity, to hear what is to be said, and we will hear counsel for any
one who is interested; but we have these two gentlemen who will carry on the
proceedings, and conduct them, I feel sure, quite satisfactorily to the Committee.

Hon. Mr. Biique: Mr. Chairman, I would make another suggestion; it
would be that the counsel who will act to assist the Committee be requested to
act as Attorney-General.

The CuARMAN: T should think so, yes, certainly; they are really repre-
senting the Senate.

Hon. Mr. CuApPAs: And representing the public.

The CHmAIRMAN: And representing the public; I think that would be quite
right. I think they are prepared to adopt that attitude.

Mr. MaxN: That is correct.

The CuaRMAN: We are not here to prosecute anybody; we are here to
listen to anything that is brought out. Gentlemen, in that case are you ready
to go on this morning?

Mr. ManN: We are ready, Mr. Chairman.

The CuamrMAN: Then we put the matter in your hands; what do you
propose? )

Right Hon. Mr. Gramam: Might I ask a question before you start? It
will come up later. Now, as witnesses are to be subpoenaed, should not this
Committee have something to say as to what witnesses are to be subpoenaed?
Or can counsel go on and subpoena any witnesses they like, and open up any
aspect of the case they like, without consulting the Committee? I am not ask-
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ing this as a foolish question, because I have a little information concerning it
which would seem to very much broaden the scope of the reference. I do not
think we have any right to go outside of that reference.

The CHAIRMAN: Oh, yes, we cannot allow counsel to subpoena everybody
on everything.
Hon. Mr. Bfique: We must be consulted.

The CuAIRMAN: I say all the summonses for witnesses would have to be
signed by me. I will try to safeguard the public interest.

Mr. RoBerTsON: I am appearing for Senator Haydon, who is not capable
of being here this morning. He was anxious to be, but he had a different opinion
from his doctor. I saw the doctor yesterday. I assume this Committee would
like to know what the doctor says as to Senator Haydon being able to give
evidence or appear before the Committee, and the doctor was good enough to
give me a certificate stating his opinion.

The CHAIRMAN: I do not think we are in a hurry about that. I would
prefer first to know what these gentlemen propose to do. We will take all due
care to safeguard Senator Haydon.

Mr. RoBertsoN: I want the Committee to know that he is not able to be
here, through illness, and I have information from his doctor that would be
available to the Committee if they want to know what they can do about it.

The CHAIRMAN: That will be available later on.

Mr. Manx~: I suggest that Mr. Robertson is right in saying for whom he
appears, and I think it would be right if you were to ask other gentlemen for
whom they appear.

The CuATRMAN: Well, we know. about Mr. Robertson.

Hon. Mr. CaxnoN: I might say that at the last meeting I appeared for
Senator McDougald. I may add that I have the pleasure of having with me
two learned friends—Mr. Cook and Mr. O’Donnell, of Montreal—to assist me.

The CHAIRMAN: Is there any other counsel?

Mr. VieN: Mr. Chairman, it was at first thought that it was not necessary
for Senator Raymond to be assisted by counsel before your honourable Com-
mittee, but inasmuch as there will be witnesses to be heard, and it might become
advisable to put a few questions, I beg leave to appear with him in this inquiry.

The CHAIRMAN: Is there any other counsel?

Mr. MaNN: Then, Mr. Chairman, it might be well to have the order con-
vening the Committee read. There are four orders in all.

Hon. Mr. McMzeans: We had all that at the first meeting.

Mr. Max~: Before asking the clerk of the House of Commons to produce
the evidence on the inquiry last year, I might read these orders. The first order
is on the Minutes of the Proceedings of the Senate of February 11, 1932, page 22,
as follows:—

That a Special Committee of nine senators to be hereafter named,
be appointed for the purpose of taking into consideration the report of a
Special Committee of the House of Commons of the last Session thereof to
investigate the Beauharnois Power Project, in so far as said report relates
to any Honourable Members of the Senate, said Special Committee to hear
such further evidence on oath bearing on the subject matter of such
report in relation to any such Honourable Members of the Senate as it may
deem desirable and in accordance with constitutional practice, and that the
said Committee be authorized to send for persons, papers and records.
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The second order is:—

That the fourth Report of the Special Committee of the House of
Commons appointed to investigate the Beauharnois Power Project, laid on
the Table of the Senate on the 1st August, 1931, be referred to the Special
Committee of the Senate appointed for the purpose of taking into con-
sideration the said report in so far as it relates to any Honourable Members
of the Senate.

The next order will be found in the Minutes of the Proceedings of the Senate for
the 12th February, 1932, page 30:—

That the following senators, namely: the Honourable Senators Béique,
Chapais, Copp, Donnelly, Graham, Griesbach, McMeans, Robinson,
and Tanner constitute the Special Committee appointed for the purpose of
taking into consideration the Report of the Special Committee
of the House of Commons of the last Session thereof to investigate
the Beauharnois Power Project in so far as the said Report relates to any
Honourable Members of the Senate, and that the said Committee be
authorized to sit during sittings and adjournments of the Senate.

And then we have this order:—

That a Message be sent to the House of Commons requesting that
House to grant leave to their Clerk to appear and produce before a Special
Committee of the Senate a copy of the evidence adduced during the last
Session before the Special Committee of the House of Commons appointed
to investigate the Beauharnois Power Project.

Therefore it seems necessary that the Clerk of the House be here, Mr. Chair-
man, and that he be required to produce the evidence, included among which are
the Exhibits; and I assume that, for the convenience of the Committee and the
convenience of the publie, that the printed copies may be used, and that that
evidence is evidence before this Committee.

The CrARMAN: Do you want the Clerk called?
Mr. Ma~x~: I want the Clerk of the House of Commons.

ArrHUR BraUcHESNE, K.C., Clerk of the House of Commons, Ottawa,
appeared as a witness, and, having been duly sworn, testified as follows:—

By Mr. Mann:

Q. You are Clerk of the House of Commons, Mr. Beauchesne?—A. Yes.

Q. Will you look at the Exhibits before you, listed in a list signed by Mr.
Taschereau, the Clerk of Exhibits of the House of Commons, dated 29th of Jan-
uary, 1932, and will you look at the Appendix No. 5 of the House of Commons,
1931, being Report of the Special Committee, and say if you produce these
documents before this Committee as the Evidence, Proceedings and Exhibits taken
before the Special Committee of the House of Commons in the Beauharnois Pro-
ject investigation in 1931?—A. Yes, sir.

Q. Please produce the list of all the Exhibits that were produced in the
House of Commons Special Committee, as the Exhibits now before this Com-
mittee—A. I produce now the list of all the Exhibits that were produced before
the Special Committee of the House of Commons which investigated the Beau-
harnois matter in the Session of 1931, together with the printed evidence that was
taken before that Committee.

By the Chairman:

Q. That printed evidence is part of the Journals of the House of Commons;
is that it—A. Part of the Journals, yes.
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By Mr. Mann:

Q. It is Appendix No. 5?—A. Yes, Appendix No. 5 of the Journals of the
House of Commons of 1931.

The CrARMAN: Do any of you gentlemen want to ask Mr. Beauchesne any-
thing?

Hon. Mr. Can~oN: Mr. Chairman, I do not wish to examine the witness, but
when the investigation was held last year the senators who are concerned in the
inquiry before your Committee were not parties to the investigation before the
House of Commons; so I would like to ask your Committee for a ruling. Is that
evidence produced with the understanding that, should any of the senators—I
am speaking for my client—deem it advisable to cross-examine witnesses, an
opportunity not having been given last year, is it understood that we have per-
mission to examine these witnesses if we wish to?

The CHAIRMAN: Yes.

Mr. RoBeErTsoN: May I take a somewhat similar objection, but on broader
grounds? My client, Senator Haydon, was not even able to be present at the
examination before the House of Commons Committee, and had no opportunity
of taking part in it or examining any witnesses; so I suggest—and I do it with
deference, knowing that this Committee is not bound by any rules of evidence
or procedure—but I will submit this, after enquiring into the matter, that it is
peculiarly within the jurisdiction of the Senate—the conduct of behavour or
standing of any member of the Senate—and it is not the practice, when a
matter is one that peculiarly comes within the Senate’s jurisdiction, to pay
attention to what has happened in the other House or in any Committee of
the other House. The matter is not one as to which this House concedes any
jurisdiction in the other House to inquire into. I make that objection.

The CHalRMAN: The scope of our inquiry is very clearly set out in the
order of reference. We do not propose to go beyond that scope. Of course,
later on, if we wish witnesses, or if you wish to examine witnesses, we will be
very glad to accommodate you in the way of having them brought here, touching
the matters that this Committee has to deal with.

Mr. MaxN: I think, Mr. Chairman, it would be in order for this Committee
to pass a resolution in respect to accepting the Blue Book, the Appendix, which
has to be dealt with by counsel or by the Committee, and that the Exhibits
be numbered simultaneously with the Exhibits as numbered in the House, in
order to avoid confusion. ;

The CuAIRMAN: Is that the draft you gave me?

Mr. Man~N: Yes. (Draft of Resolution handed to Chairman, and copies
distributed to members of Committee.)

Hon. Mr. Bfique: I would suggest that these words be added after the
words “ produced upon the present inquiry ”’:—

subject, however, to cross-examination which may be made by the parties
interested.

Mr. Max~N: That is quite satisfactory; perfectly all right.

The CmarMan: That is exactly what we want to do.
Mr. Ma~nN: Exactly. Will the clerk read the motion?

The motion, as amended, was then read by the Clerk of the Committee,
as follows:—

That the evidence taken and the exhibits produced before the Special
Committee of the House of Commons appointed to investigate the Beau-
harnois Power Project and now before this Committee, be received and
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accepted by this Committee to avail as evidence before it, to the same
extent and with the same effect as if the witnesses had been examined
and the Exhibits produced upon the present inquiry, subject, however,
to cross-examination which may be made by the parties interested; that
the Blue Book entitled “ Special Committee on Beauharnois Power Pro-
ject,” Session 1931, printed by the King’s Printer, being Appendix No. 5
to the Journals of the House of Commons, 1931, be used, referred to and
dealt with by this Committee and by counsel as containing a true tran-
script of all things therein reported and printed; and further that the
Exhibits be given the same numbers as those given to them before the
said House of Commons Committee.

The CualrMAN: Is that satisfactory to the Committee?
Motion agreed to.

Mr. RoBertson: May I speak to the resolution for a moment?

The CHAIRMAN: Yes, certainly.

Mr. RoBertsoN: I would like to make a suggestion, which is this. What
has been referred by the Senate to this Committee is the report, and the report
only. The evidence, exhibits, and all that sort of thing has not been referred
here. Then, that evidence not only was taken, in the case of my client, behind
his back, but it was taken on an inquiry conducted for an entirely different
purpose. The conduct of no senator was in question at that time. That was
not the subject-matter of the inquiry. This Committee has had referred to it
now the duty of enquiring into the conduct of certain senators as referred to
in that report. My submission, with all respect to this Committee, is that evi-
dence taken somewhere else—whether in a Commons committee or anywhere—
for another purpose, would not be received in a police court; much less, I submit,
should it be received in a place of this kind. Then, the Committee of the
Commons, it is clear—I can give this Committee reference to pages if necessary—
did not consider itself bound by any rules of evidence in its inquiry, as counsel
for that Committee said on one occasion, “ The sky is the limit ”—speaking of
what he was bound by; “The sky is the limit”—without any reference to
what the limits were the other way. Now, one reading the evidence will find
that all sorts of leading questions were asked, such as we meet in cases, but
particularly so in the case of my client, who was not there. Witnesses were
asked questions which in the ordinary course of proceedings would be considered
as being atrociously leading.

Hon. Mr. Bfique: Allow me to draw you attention to this. The Committee
has passed a resolution a moment ago accepting the evidence. Now you are
objecting to that evidence being brought up before this Committee.

Mr. RoBerrson: I did not understand that the Committee had finally
accepted the motion. I wanted to speak to it before it was decided.

Hon. Mr. Bfique: There was a motion that was adopted five minutes ago.
That was the time for you to make objections.

The CuaRMAN: I do not think you need to fear that this Committee is
going to ramble all over investigating what this book contains, a whole lot of
matter that is not relevant to our inquiry at all; but we are able to distinguish
between that and what is relevant, I think.

Mr. RoBertson: But it is the evidence that might be considered relevant
here that I am objecting to, because it was not the subject of enquiry there.

The CuaRMAN: But this Committee has the right to look at the evidence
to see if the report is well founded or not.

Mr. RoBerTson: That is what I am submitting, with respect, that the Com-
mittee should not do. But what this Committee is to do is really to enquire
into the conduct of these senators itself, and not to take the other.
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The CuamrMAN: The Committee is going to look at the evidence to see if
the report was justified or not justified.

Mr. RoBerTsoN: But you are not trying the Committee of the Commons, to
say whether they were right in making the report. The charges are against my
client.

Hon. Mr. McMEeans: I do not think that there is anyone on trial at all; it
is just an inquiry.

The CrARMAN: You will have every opportunity of bringing any witnesses,
or cross-examining any witnesses that you like.

Mr. RoBerrson: What I want to warn the Committee against is paying any
attention to the extraordinary examinations that were conducted before the Com-
mons Committee. They were not such examinations as would be permitted on
an inquiry of this kind, and the Committee should not submit to judging the
matter on that evidence.

Right Hon. Mr. Graram: Don’t you think that the individual members of
this Committee will exercise their right to value the evidence for what it may
be worth, taking into consideration everything?

Mr. RosertsoN: Of course, as counsel of some experience, I know the diffi-
culty and the trouble of letting the judge read anything outside of the record
except what he heard in court.

Hon. Mr. Bfique: If any parties interested have any cross-examination to
make now is the time to make it.

Hon. Mr. Copp: Any witnesses that were heard at the former inquiry, any
counsel has the right to recall them for any purpose, for cross-examination or
otherwise. '

Hon. Mr. Cuarats: That is accepted by the Committee.

The CuArrMAN: What do you propose next?

Mr. ManN: Mr. Chairman, you will all appreciate that there was a great
amount of evidence heard before the first committee a very large proportion of
which is irrelevant to this inquiry. It was put in in a non-chronological way
which would be difficult for this committee to follow or for anybody to follow
without considerable labour. It was my proposal to put before the Committee
a species of chronological statement of the events leading up to the inquiry, the
matters inquired into, the subject matters referred to in the inquiry in order of
date, so that when you come to inquire into the report and into the evidence,
and into the further evidence that you may see fit to call or that other persons
interested here may be privileged to call it will be simple to follow. I venture
to suggest they will be privileged in every respect without any limitation what-
soever, to call anyone they so desire. I think it is the desire of this Committee
that the fullest and most searching inquiry should be made, and for that reason
in order to shorten and more systematize the matters that have to be gone into
it was my suggestion to make a chronological statement of circumstances and,
if that is satisfactory to the Committee, I will proceed to do so.

"~ Mr. Viex: To what extent would such a statement be evidence or help-
ful to the Committee? May I suggest that it may perhaps be possible for the
learned counsel to advise the committee of the material in this report which it
would be unnecessary for them to go into?

Mr. Maxn:  Well, in answer to my friend, Mr. Vien, I think that that is
throwing upon the committee and upon counsel a burden which their shoulders
are not broad enough to carry. To do such a thing might result in very serious
difficulties because counsel might advise the committee, and the committee
might accept the advise of counsel, to eliminate certain portions of the evi-
dence which it might be discovered during the inquiry was absolutely neces-
sary to determine some fact and some circumstance to fit into the chrono-
logical history of this inquiry. That seems to me to be an answer to my friend,
Mr. Vien.
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Hon. Mr. Bfiique: I understand you have your statement in writing, the
statement you are going to give?

Mr. Maxn: No, I have not got it in writing, Senator Béique. I have
memoranda which I think I alone could read.

Hon. Mr. Bfique: You have no objection to lettlng us see it before you
proceed? ,

Mr. Max~x: No. I think I have some copies of it here. There are some
copies here which I prepared with the possibility in view that you might ask
for it. And I may say, Senator Béique, that there are a few interlineations and
a few explanations in respect to some of the statements that are not contained
in there but which will be printed in the report of these proceedings and which
will be available, of course, to this committee.

Hon. Mr. Beique: Will you give us two minutes to consider it?

Mr. Mann: Yes, sir.

Hon. Mr. GriesBacH: Unless counsel is permitted to read his memoranda
into the minutes we are only wasting time, because I understand there are only
five copies available. If counsel gets on with his presentation then counsel
and everybody else will have an opportunity of reading the minutes of these
proceedings to-morrow. I suggest he proceed to do it.

The CuarMAN: Your idea, Mr. Mann, is to set out in chronological order
a skeleton of all the facts?

Mr. Mann: Yes, that is it, Mr. Chairman.

The CuamrMaN: You are not presenting this as a speech at all?

Mr. Ma~x~N: My idea, Mr. Chairman, is that by presenting this in chro-
nological form not only will it shorten the inquiry by systematizing the pro-
ceedings but it will be of some advantage to the committee in following the
proceedings before the House of Commons Committee, and it will also assist
counsel in following chronologically the history and circumstances of the Beau-
harnois matter.

Hon. Mr. Bfique: For my part I do not see any objection.

Hon. Mr. Cuarars: I think it would be very useful for counsel.

Right Hon. Mr. GramaM: It is information not evidence.

Mr. Ma~x~: Entirely information, Senator Graham. Mr. Chairman, the
Committee of Inquiry before the House of Commons was brought about by
the charges of—

Hon. Mr. Caxnon: Before my friend proceeds further could we have a
copy of that statement? ‘

Mr. Mann: I may say to the Hon. Mr. Cannon that I have had a good
deal of difficulty in getting anybody to write anything; but we will endeavour
to have as many copies made as possible. I think you are welcome to what-
ever the committee can spare.

The CmamrMan: You will get copies, Mr. Cannon, in the printed pro-
ceedings.

Hon. Mr. Can~ox: I understand that, Mr. Chairman, but I would like to
follow my learned friend as he goes along.

The CuamrMaN: Yes, certainly.

Mr. Mann: I was saying, Mr. Chairman, that the inquiry before the
House of Commons Committee resulted directly from three speeches made by
Mr. Robert Gardiner on the 22nd of May, 1930, on the 28th of May, 1930, and
on the 19th of May, 1931. These speeches are reported in Hansard of 1930 at
pages 2117 and following; then pages 2855 and following, and then pages
1875 and following of the year 1931.
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Hon. Mr. Coep: What date is that of 1931, please? 1931 is not men-
tioned in the copy I have; it is all 1930.

Mr. MaxN: You will find it referred to on the 19th of May, 1931.

Hon. Mr. Copp: It is 1930 here. That is the reason I asked the question.

Mr. Max~N: The first one is the 22nd of May, 1930; then the 28th of May,
1930; and then the 19th of May 1931.

Hon. Mr. Copp: It is 1930 here.

Mr. Man~: It should be 1931.

Mr. Vien: Would you repeat the references to the pages of Hansard, please?

Mr. MaNN: The first reference is page 2117; the second reference is page
2855; and the third reference is 1875, that is, of 1931.

Mr. Vien: Thank you.

Mr. Max~N: The Commons Committee met and they sat, Mr. Chairman,
from the 15th of June to the 22nd of July, and they had produced before them
exhibits numbered up to 129. There are a few more exhibits than 129, because
some of them are marked A and B, so there are probably about 135 exhibits. It
will not be necessary to refer to more than a very small proportion of those
exhibits—probably only those that are printed in the blue book—and with your
permission I will call this document a blue book for short, which you have before
you.

There were four reports made. The first three reports were merely reports
of progress. The fourth report you will find at page 6 'of the blue book. It was
made on the 28th of July, 1931. The committee took into consideration, for the
purpose of determining the scope of the inquiry, no doubt, all the angles from
which they would have to go into questions, a species of short history of the
waterways,—the St. Lawrence waterways question. Of course, I do not intend,
except in the most casual remarks, to draw your attention to the international
aspect of the St. Lawrence waterways question, and I only do it, Mr. Chairman,
in order that it may fit into the chronological statements and the circumstances
coming before this inquiry, as well as certain elements fitting into the respective
commissions resulting from the respective international treaties, fitting in as well
to the evidence which you will have before you. But in order that you will have
a complete chronological view of the international aspect, I refer you to the
report of this Special Committee of the Senate which was appointed on the 20th
April, 1928, in respect of which Senator Tanner was chairman. That committee
was appointed on the 20th April, 1928, and it brought in its report in book form
in July, 1928.

Hon. Mr. Canxon: Is that one of the exhibits, Mr. Mann?

4 Mr. Mann: It is an appendix to the minutes of the proceedings of the
enate.

Hon. Mr. CaxnNox: I know, but has it been filed?

Mr. Max~: I do not know. The report has been filed.

Hon. Mr. Can~oN: I mean before the Special Committee last year.

Mr. Maxx: Yes. The report you will find in the appendix. It is referred
to in several places, and I am only giving you that in order to shorten what I
was about to say, namely, that I do not want to go into the national aspect of
the international treaties; that the whole of this perhaps will be found in the
beginning of that report at page 8, roman numerals,

On the 7th of May, 1924, there was finally the appointment of the engineers
representing the Dominion Government to an international board known as the
Joint Engineering Board. That resulted from the negotiations spread over
several years, the appointment of the United States engineering members of that
Board, and finally appointment by the members to represent that Board named
by the Canadian government then in office.
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On the 27th of May, 1924, there was appointed the National Advisory Com-
mittee. That committee was app01nted under Privy Council Order 779, and is
Exhibit 113. Consequently it will be Exhibit 113, by virtue of your reso-lutlon
in this inquiry.

Right Hon. Mr. GrarAM: Are you sure the Senate appointed that commit-
tee?

Mr. MaxN: No, the government.

Right Hon. Mr. Graaam: Apointed by Order-in-Council.

Mr. Man~: I beg your pardon. It was a government committee appointed
by Order in Council P.C. 779 on the 7th of May, 1924. I said the 27th—it was
the 7th.

Now, I think this Order in Council ought to be read to the Committee,
because it is the beginning of the circumstances which we are going to review
in the next few days:—

7th May, 1924.
P.C. 779.

The Committee of the Privy Council have had before them a Report,
dated 7th May, 1924, from the Secretary of State for External Affairs,
submitting that the questlon of improving the navigation on the St.
Lawrence Waterway so as to provide access to the Great Lakes for
maritime commerce, is one of considerable difficulty and complication,
and its right decision may be of the highest possible importance to Can-
ada. The project necessarily involves collaboration with the United
States of America and the expenditure of very large sums of money.
The minutest examination of the problem in all its aspects, financial,
economic, technical and international, is not only justified but essential.
The International Joint Commission has held hearings on the subject in
both Canada and the United States, and has submitted a most elaborate
and valuable report; the engineering problems involved have already
been the subject of inquiry and report by an international board of
engineers, and are to be furnther investigated by another suck Board;
other technical connected questions are in course of being studied by an
interdepartmental committee.

The Minister is of the opinion that it would be in the public interest
to constitute a National Advisory Committee to consider generally
whether or not the project would, if completed, be beneficial to Canada,
whether the benefits which might accrue and the pecuniary returns, direct
or indireet, which may be anticipated from it are such as to counter-
balance its disadvantages, if any, whether Your Excellency should indi-
cate a readiness to enter into discussions with the United States of
America looking towards the negotiation of a treaty for the carrying out
of the necessary works, and what should be the character of the stipula-
tions which any such treaty should contain.

The Minister accordingly recommends that a National Advisory
Committee be constituted for the purposes aforesaid, the Honourable
George Perry Graham, Minister of Railways and Canals, to be Chairman
thereof, and the following to be its members:—

Thomas Ahearn, Ottawa, Ont. ;

Honourable Walter Edward Foster, St. John, N.B.

Beaudry Leman, B.Sc., C.E., Montreal, P.Q.

Edward D. Martin, Wmmpe g, Man.
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Dr. Wilfrid Laurier MeDougald, Montreal, P.Q.

Honourable Sir Clifford Sifton, K.C.M.G., K.C., Toronto, Ontario.
Major-General John William Stewart, C.B., C.M.G., Vancouver, B.C.
Honourable Adelard Turgeon, C.M.G., C.V.0O., Quebec, P.Q.

The Committee concur in the foregoing recommendation and submit
the same for approval.

(Sgd.) E. J. LEMAIRE,
Clerk of the Privy Council.

Right Hon. Mr. GrRaAHAM: There seems to have been confusion always in
the public mind as to the functions of that National Advisory Committee. It
was in no sense international, held no meetings jointly with the similar committee
of the United States Government. A committee was appointed on each side of
the line to advise its own government whether this project, if carried out, would
be beneficial to its own country. It had nothing to do with the other ccuntry.

Mr. Manx: That was the committee which was appointed by this govern-
ment for the purposes which you have just mentioned.

Right Hon. Mr. GrRaHAM: The reason I interject this is so that members
of the committee will not be led astray in thinking that it had functiors similar
to the Joint Engineering Beard. Each side appointed members of a joint
engineering board that met internationally as well as nationally; but this board
was simply for the Dominion Government.

Mr. Man~: Exactly. If I have created the impression otherwise I regret
it. It was purely a Canadian order.

Right Hon. Mr. GraHAM: It is a general impression.

Mr. MaNN: Well, I may say it was a general impression with me for quite
a number of hours before I discovered it, it became a particular impression later.

Now, sir, I want to say here that it will become necessary—in discussing
this in chronological order of events—to name certain gentlemen whe will be
named throughout the investigations and throughout the evidence and through-
out the reports. I merely mention them by name as part of the circumstance
of the chronology and for no other purpose; but it becomes a necessity in order
to follow the chronology from beginning to end and so that you may appreciate
what many persons interested—and some honourable gentlemen interested—
was the value of the water power project both from a navigation point of view
and from a power point of view. And, in that respect, I go to the report of the
National Advisory Committee, which is Exhibit 77. I am reading from page 19
of the exhibit, and the report of the majority of the committee. After all, it
was the report; but there were observations given by two of the members of the
committee in the form of a minority report. This is the observations of the
majority of the committee at page 19, Section 4:—

We believe that if a reasonable time were permitted in which to
enable the resultant power to be economically absorbed the development
of this national section would be undertaken by private agencies able
and willing to finance the entire work, including the necessary canaliza-
tion, in return for the right to develop the power.

Then at top of page 21:—

For the same reasons which convince us that the development of the
national section of the St. L.awrence should be entirely domestic, we feel
that the Welland ship canal should continue to retain its purely Canadian
complexion and be completed to whatever depth may ultimately be agreed
upon, at the expense of Canada.
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Still reading from page 21 of the majority report:—

In conclusion we would suggest that early opportunity be taken to
reply to the overtures to Canada which the United States has made in
regard to the St. Lawrence project, and we are of opinion that Canada’s
reply should contain the general sense of the views herein expressed. We
would add the suggestion that, in view of the delicacy of the international
negotiations involved, it would be inadvisable that our report be made
public until such time as, in the discretion of the Government, it might
be published without prejudce to Canadian interests.

The minority report,—it is not stated as a minority report but it is stated

to be “ Observations upon the report of the Canadian National Advisory Com-
mittee, by certain of its members.” That is signed by Beaudry Leman and
Hon. Adelard Turgeon, and it says, at page 27 of the report:—

It would appear of great importance that the Crown retain perman-
ently its proprietary rights in all the improvements connected with this
vast undertaking and pertaining to both navigation and power develop-
ment. It is not difficult to visualize the immense value to Canada of
retaining the control and disposal of such a large amount of hydro-
electric energy admirably situated and which may be advantageously
developed. In respect of an undertaking of this magnitude, which may
insure the prosperity of many generations of Canadian citizens, the per-
manent ownership of this great Canadian heritage should not be sur-
rendered to private interests but the operation of the power works
developed by such a project could be leased or farmed out, under condi-
tions to be studied and determined. :

In the opinion of the undersigned, the project is feasible and prac-
ticable and may be proceeded with when the important economic and
financial questions involved in such an undertaking, a few of which are
outlined in the preceding paragraphs, have been satisfactorily dealt with.

Now, proceeding shortly to the report, which you have before you—

The CramrMAN: What is the date of the report?

Mr. MaNN: The date of the report, Mr. Chairman, is the 11th January, 1928.
Further to the importance of the power project, I draw your attention to

page 6 of the report of the Commons committee, after hearing the evidence for
a month and a half. That is page 6 Roman numerals of the Fourth Report
of the House of Commons Committee:— '

(1) The Soulanges section of the St. Lawrence river is that portion
thereof lying between Lake St. Francis and Lake St. Louis which are
some 144 miles apart, and between which there is a fall of 83 feet. The
average normal available flow of the river through this section is in the
vieinity of 230,000 cubic feet per second for 50 per cent of the time,
making possible a development of 2,000,000 horse power of commercial
electric energy at 85 per cent load factor. The site is in close proximity
to the City and Port of Montreal, and is conveniently located on what
must soon be a waterway capable of accommodating ocean-going vessels.
It has therefore great possibility for industrial development if cheap power
is available. ;

“(2) It is apparent that the Soulanges section thus presents an oppor-
tunity for hydro-electric development almost if not quite unique on the
face of the globe. It is one of the greatest national resources in Canada,
and in its natural state of great potential value.”

Now, I think that view was shared by one honourable member, and I may

refer you, without reading, to the speech of the honourable member, Senator
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MeDougald, published in 1930 at page 45 of the Debates of the Senate, Feb-
ruary 2, 1928, in which the honourable gentleman had the opportunity of review-
ing the situation and of referring to it as one of the greatest water powers on
the face of the earth. It may be quite easily said that the celebrated Muscle
Shoals, and Boulder Dam power projects in the United States were children
beside the possibilities of the Soulanges section of Beauharnois.

I will proceed as shortly as possible now to the circumstances leading up
to the organization of the Beauharnois Light, Heat and Power Company and
later the Beauharnois Power Company, and all of the circumstances that inter-
vened right up to the date of the inquiry.

You have before you in the blue book—and you will be obliged to read
and will read with care and interest—the history of Beauharnois, which is very
shortly stated in the report. It began in 1796, and up to 1902 there does not
appear to be anything except a general dealing with minor'phases of the power
problem and the possibility of the developing of that section. It was nothing
more nor less than a small feeder to the St. Louis River, which was a grant to
the original Seigneur de Beauharnois, and the feeder was built by him for the
purpose of increasing the flow of the St. Louis River, a little river running from
TLake St. Francis and running out near the village of Melocheville into Lake
St. Louis. That was used by and leased to adjoining farmers from time to time
for operating their grist and saw mills.

In 1902 a family named Robert had acquired all of the rights of the original
grantees and they formed a corporation known as the Beauharnois Light, Heat
and Power Company. There was some discussion as to what rights the Roberts
had; but in any event what rights they did have they transferred to the Beau-
harnois Light, Heat and Power Company in 1902. There was litigation before
the Exchequer Court, and in 1904 the Exchequer Court rendered its decision,
indicating that while the Roberts did not have all the rights they thought they
had, they had at least some rights in the power development in that section.

In 1909, as a compromise, a Privy Council order issued leasing to them for
a period of 21 years the feeder which, in the meantime, had been enlarged.

The Canadian members of the enlarged Joint Engineering Board were Mr. D.
W. McLachlan, Mr. Lefebvre, and Mr. Charles H. Mitchell, who are referred to
throughout the evidence. They were appointed on 7th of May, 1924. The
National Advisory Committee was appointed by P.C. 779 on the 7th May,
1924. On the 5th July, 1924, Mr. R. A. C. Henry, who is referred to at page
XVIII, had in his mind the canalization of the water power of the Soulanges
section on the north shore.

Hon. Mr. Caxxox: On which shore?

Mr. Maxx: I beg your pardon, on the south shore. Mr. Henry was an
engineer who had a very substantial interest in water powers; that was one
of his pet hobbies. In 1912 he joined the Department of Railways and Canals
of Canada, and he remained with that department until 1923. It is perhaps
important for the Committee to have this chronology, because Mr. Henry was
examined at very great length as a witness. He went with that department
first as an engineer in 1912, and in 1923 he went to the Canadian National Rail-
ways, remaining with them until the 14th February, 1929, when he became
Deputy Minister of the Department of Railways and Canals.

On the 5th July, 1924, a company was formed, named the Sterling Indus-
trial Corporation. That company was formed by Mr. Henry. It is fair to say
that it was conceived by Mr. Henry and borne by him. Its birthright, to some
extent, was helped by the Hon. Senator McDougald, who advanced Mr. Henry
the sum of $10,000. That company will be referred to later in the chronology
of events. What Mr. Henry did with the $10,000 is perfectly clear. He em-
ployed engineering skill, he paid engineers, he had reports made to him; and
in any event, there was nothing improper in any shape or form in the advancing



£

16 SPECIAL COMMITTEE

of $10,000 to Mr. Henry to further the hobby which he had. I have to state
here that one of the incorporators of that company on the 5th July, 1924, was
the Hon. Senator Haydon. I think his firm then was composed of the late H. B.
MecGiverin, Senator Haydon, and Mr. John P. Ebbs. Mr. Ebbs was also examined
at great length in the inquiry. Only five shares of the company were ever issued.
At page XVIII of the report you will see that the Committee refers to the fact
that on the 5th July, 1924, an application was made by this company to the
Department of Railways and Canals, for the right to divert from the St. Law-
rence river 30,000 c..f.s. at lake St. Francis and to use the same for power pur-
poses. On the 7th July, 1924, a similar application was made to the Depart-
ment, of Public Works.

Right Hon. Mr. Grauam: By the Sterling Company?

Mr. Manx: Yes, by the Sterling Industrial Corporation. The first one was
on the 5th July, 1924, and the next was on the 7th July.

Right Hon. Mr. Graaam: Which shore were they dealing with, the south
shore?

Mr. Manxx: The south shore. Those applications have a very important
bearing on the general circumstances, because when we get down to 1929 we
shall see that they were considered by the honourable gentleman to whom I
have referred and Mr. Henry to have been very effective measures looking
to a prior right to a diversion of 30,000 c.f.s. of water from the St. Lawrence in
the Soulanges section. On the 26th September, 1926, Mr. John P. Ebbs, of the
then firm of MecGiverin, Haydon & Ebbs, became President of the Sterling
Industrial Corporation.

Hon. Mr. Corr: Who became President?

Mr. Manxx: John P. Ebbs, on the 26th September, 1926. I am not sure if
Mr. McGiverin was dead then, but in any event the firm is now Haydon & Ebbs.

Hon. Mr. Corp: You have referred to Mr. McGiverin several times as a
Senator. By so doing, you may cause confusion.

Mr. Max~: I beg your pardon. Mr. McGiverin was head of the firm but
I do not remember when he died. His name ceased to be in the firm name shortly
after he died. The firm now is Haydon & Ebbs; I am using the term ‘ honour-
able gentleman ” so often that I may at times use it where it should not be used.

Hon. Mr. Copp: The only reason I interrupted you was because if you refer
to the late Mr. McGiverin as a senator you may cause confusion by getting his
name mixed up with that of someone else.

Mr. Max~: Yes, you are quite right, Senator Copp; I appreciate that.
In 1926, or thereabouts, Mr. R. O. Sweezey comes into the picture. He was an
engineer of unlimited scientific imagination with respect to power, apparently.
He certainly was a man of indomitable courage and nerve. He says that after
the report of the Joint Board of Engineers was made he had a discussion with
an honourable member of the Senate with respect to that report, and it is only
fair to say that all he did was to ask the honourable member for his views on the
subject. What those views were do not appear. On the 3rd February, 1927,
Mr. Sweezey procured from the heirs of the Robert family an option on the stock
of the Beauharnois Light, Heat and Power Company. That is the family that
I referred to a little while ago as having formed the Beauharnois Light, Heat
and Power Company in 1902. If you will look at page VII of the report you
will find a condensed statement, showing that Mr. Sweezey procured an option
of all the issued capital stock of the Beauharnois Light, Heat and Power Com-
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pany, all the shares in which were owned by W. H. Robert and other members
of the Robert family, some 2,000 shares. At page VII, under the heading “ The
Robert Interests,” in section (5) there is this:— :

(5) W. H. Robert and the other Robert Heirs received for the 2,000
shares of the Beauharnois Light, Heat and Power Company and such
other rights, if any, as were then outstanding in them

(1) Cash $1,520,000.

(2) 200 fully paid part interests in the Beauharnois Power Syn-

dicate.

(3) 21,000 Class A shares of the Beauharnois Power Corporation.

(4) 100 fully paid part interests in the Beauharnois Syndicate trans-

ferred from R. O. Sweezey account, which became 200 part
interests in the Beauharnois Power Syndicate.

Now, I must say that the report there may be confusing, because it has
anticipated itself away beyond 1927. What happened was this, that negotiations
went on between Mr. Sweezey and the Roberts. The original proposition
between Mr. Sweezey and the Roberts was not to give them this large sum in
cash and these part interests and this stock, because at that time Mr. Sweezey
had not in his mind projected or thought of or worked out the incorporation of
the Beauharnois Power Corporation, which was a corporation that came into
being only in 1929. Mr. Sweezey, of course, had an agreement with the Roberts,
the details of which it may be necessary to reveal later. On the 3rd February,
1927, Mr. H. B. Griffith, who was also examined as a witness at the inquiry,
became a Director of the Beauharnois Light, Heat and Power Company. Remem-
ber, Mr. Chairman, that as I said a moment ago, the Beauharnois Power Cor-
poration had not been conceived at that time in any shape. In 1927 there
was an application made to amend the charter of the Beauharnois Light, Heat
and Power Company, and on the 17th March, 1927, it is important to note, an
application was made for an Order in Council approving of a power canal
from Lake St. Francis to Lake St. Louis “ which can be readily adapted for 30
feet navigation requirements ” and use of the necessary water not to interfere
with navigation. Now, that application was not pressed in March 1927.

The CuAlRMAN: To whom was that application made?
Mr. Maxn: It was filed on the 17th March, 1927, but it was not then pressed.
The CuarrmAN: Filed where?

Mr. Maxn: With the Department of Railways and Canals, asking for an
Order in Council. The application is referred to on page VII of the Committee’s
report. In May 1927 Mr. Sweezey had got far enough along to determine that he
would form the first syndicate, and here is really the beginning of all the im-
portant circumstances. He organized what he called the Beauharnois Syndicate,
which was an unincorporated syndicate with by-laws which are of record in the
Blue Book, and with agreements to be signed by members who joined the Syn-
dicate. The whole details will be found on page XII of the report. That Syndicate
which was organized on the 12th May, 1927, went out of existence on the 4th
April, 1928. I shall speak of that date, the 4th April, 1928, in few moments when
I come to the new syndicate, known as the Beauharnois Power Syndicate, or the
second Syndicate.

Right Hon. Mr. GraraM: Was this one unincorporated?

Mr. Man~: Both of them were unincorporated. At page XII of the Com-
mittee’s report there appear the names of the subscribers to the Syndicate organ-
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ized in May 1927, but it must be borne in mind that those are not the persons
who subscribed at the beginning; they are those who during the whole period in
which the Syndicate was in existence became members of it and subseribed to the
5,000 units.

On the 13th June, 1927, Mr. Sweezey took complete command of the Beau-
harnois Light, Heat and Power Company, and he thereupon put in his new Board.
On the 11th January, 1928, the National Advisory Committee rendered their
report. On the 17th January, 1928, the Beauharnois Light, Heat and Power
Company made an application to the Governor General in Couneil for approval
under the Navigable Waters Protection Act, for the d_1vers1o'n of 40,000 c.f.s.
It may be appropriate to refer here to Exhibit 1-A, which contains the famous
Privy Council Order No. 422, passed on the 8th March, 1929. That application
of the 17th January, 1928, was the application which, subject to changes and con-
ditions made and imposed, became Privy Council Order No. 422, of the 8th
March, 1929.

Hon. Mr. CanxoxN: You say the application became the Order in Counecil?

Mr. Man~: The application was the basis of the Order in Council of the 8th
March, 1929.

Hon. Mr. Caxxox: Or was the reason? e

Mr. Maxn: Well, I would say that it was something that brought into being
the Order in Council, if you prefer that. Any language that you choose is per-
fectly satisfactory, I am sure, to me.

Right Hon. Mr. GraraM: The Order in Council was the answer.

Mr. Maxn: The Order in Council was an answer. Exhibit 1-A, T may say,
is merely a copy of the Votes and Proceedings of the House of Commons, in
which is contained Privy Council Order No. 422. At page 5 it will be seen:—

That the Beauharnois Light, Heat and Power Company has asked
for the approval of its proposed development and in connection therewith
made application for all such authority from the Dominion Government
as may be necessary to divert from Lake St. Francis to Lake St. Louis and
use an initial flow of 40,000 cubic feet of water per second, and, pursuant
to the provisions of section 7, chapter 140, Revised Statutes of Canada,
1927, the Navigable Waters Protection Act—the Company has applied
for the approval of the plans and site of works proposed to be constructed
in the St. Lawrence River with respect to the diversion of the flow of water
mentioned above (Plans of the works consisting of 12 sheets and descrip-
tions and plans of the site thereof, in booklet form, annexed) ; and so forth.

I have been reading from Privy Council Order No. 422, but this is stated
in the Order as being part of the application of the company:—

Should the Company desire to enlarge its canal and increase the flow
of water through it prior to the time at which the Government shall notify
it to install the locks above referred to the Company shall have the right to
enlarge its canal and divert through it and utilize for the development of
power all the flow of the St. Lawrence River between Lake St. Francis and
Lake St. Louis with the exception of water required for flotage through
the existing Soulanges Canal and with the exception of that quantity of
water to the user of which existing power plants are now legally entitled,
if at the same time it either constructs the locks above referred to, or
alternately, at the option of the Government; deposits with the Govern-
ment suitable guarentees to ensure the installation of the locks when they
are required.
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That is the substance of the application that I have just referred to and
which, as suggested by the right honourable senator, resulted in an answer,
which is known as Privy Council Order No. 422.

That was in 1928. This matter, of course, was the subject of a great
amount of public interest and discussion, as well as of debate in the Senate and
the House of Commons. I would merely refer to the Debates of the Senate of
the 2nd February, 1928, for an indication of the views of some honourable mem-
bers named as to the great value of this project from the standpoint of power.

Now, to go back to the syndicates, on the 26th March, 1928, which was
within eight or nine days prior to the time that the first syndicate was dis-
solved, you will find that Senator Raymond frankly admits having 800 part
interests in that syndicate in the name of the Crédit Général du Canada. That
was the financial organization used for the purpose of his enterprises. I am
reminded by my friend Mr. Smith, that I should say, in fairness to Senator Ray-
mond, that the Crédit Général’s cheque had been put in a long time prior to
that; it is stated in the evidence that the cheque was paid long before it appears
he became a member of the syndicate, when the shares were given and the part
interests were allotted to him. On the 4th April, 1928, there were allotments
to Mr. Frank Jones and to Mr. L. Clare Moyer of 800 part interests in that
syndicate. Mr. Frank Jones does not further appear, because in the course of
a few months he sold out and took his money out, took whatever profit there
was. Senator Raymond sold at the same time. These gentlemen do not
appear further in respect of the second syndicate, except that Senator Raymond
did buy 350 shares from one party and one share from another party, in the
second syndicate, and he did own 351 part interests in the second syndicate.
This syndicate we are concerned with now is the Beauharnois Power Syndicate.

On the 4th April, 1928, Mr. L. Clare Moyer, a lawyer, subscribed for and
was allotted 800 shares of the first syndicate. That was the day that the first
syndicate dissolved, and it is stated that these shares were purchased on behalf
of the late Mr. W. B. Sifton. Those shares were purchased at $37.50. Incident-
ally, the shares purchased by Senator Raymond were at $37.50, and those pur-
chased by Mr. Jones were at $37.50. The other shares were purchased at from
$42 up to $100 a share, the average price of the shares being some $46.92, I
think, including some 600 shares that were given to Mr. Sweezey for nothing.
When I say “ for nothing ” I mean not for money but for engineering services
and other work rendered and information supplied.

As a result of the dissolution of the first syndicate on the 4th April, 1928,
the Beauharnois Power Syndicate was formed that day. All members in the
old syndicate, the Beauharnois Syndicate, were given two part interests in the
Beauharnois Power Syndicate for one in the old, as and from the 4th April,
1928. The result was that members who had subscribed in the old syndicate
for 800 part interests immediately became vested with 1,600 part interests. And
all other members were treated in the same proportion.

On the 18th May, 1928, one of the honourable members mentioned in the
inquiry took over the interests stated by Mr. Moyer to have been for Mr. Sifton.
This honourable gentleman has stated in public and in his evidence that he took
over those interests on that date, though he has also stated in evidence that he
did have chats about taking them over at a prior time.

Now, going on to the 23rd June, 1928, there was an emphyteutic lease.
Hon. Senator Béique will be able to inform other honourable members of the
Committee to the fullest extent what an emphyteutic lease is in French law.
In the presence of Hon. Senator Béique and Mr. Aimé Geoffrion, I hesitate to
give a definition of an emphyteutic lease. In any event, this one was for seventy-
five years. It imports within its four corners not only a lease but the right in
the soil, and it was granted on the understanding that the present negotiations
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with the Federal Government should result in authority to divert 40,000 c.f.s. of
the river St. Lawrence. Between the 4th April and the month of October, 1928,
Mr. L. Clare Moyer subscribed to the second syndicate, the Beauharnois Power
Syndicate, for 1,600 part interests. That would be the additional equivalent
of the original 800 which he had in the first syndicate. All the members had
that right to subscribe at $100, and Mr. L. Clare Moyer did subscribe for
another 1,600, undertaking an obligation of $160,000, of which ten per cent was
payable.

On the 28th of October, 1928, one of the honourable Senators mentioned
in the inquiry took over by an agreement all of the Moyer interests—that is
to say, he took over 3,200 part interests in the syndicate, which Moyer states
in his evidence had been subscribed for on behalf of Mr. Sifton. In any event,
the honourable Senator stated in his evidence, and before the Senate, that in
October, 1928 he did take these over—and there is no doubt about that—in
the form of a transfer direct to him of these part interests, which later on
became cash and stock in the Beauharnois Power Company. The honourable
gentleman said that on the 18th of May he had paid Mr. Sifton for the shares.
The method of payment, I think, was said to be in bonds through Mr. C. A.
Barnard, if I remember correctly. They were taken over on the 18th of May,
and formally and documentarily taken over in October.

The Sterling Industrial Corporation, the creature of Mr. Henry comes
into the picture in December, 1928. You will note that all this time the appli-
cation of the Beauharnois Light, Heat and Power Company was before the
Government and met with more or less varying success. It is my duty to invite
your attention to Exhibit No. 75, an agreement between the Beauharnois Power
Corporation of the one part and John P. Ebbs of the other part, and one Lyla
Brennan, of the city of Ottawa, stenographer in Hon. Senator Haydon’s office,
of the other part. That is a trust agreement whereby the 2,000 part interests

in the Beauharnois Power Syndicate which had been issued for the shares of
Sterling Industrial Corporation in October, 1928, were to be acquired by the
Beauharnois Power Corporation. These five shares were to be handed over to
Miss Brennan to be held by her, as trustee, and the consideration for the pur-
chase of these five shares, that had been issued and lain dormant was 2,000
part interests of Beauharnois Power Syndicate. That agreement was made
upon the condition that Beauharnois Light, Heat and Power Company’s appli-
cation before the Governor in Council was approved. The condition is:—

If the said application of the said Beauharnois Light, Heat and Power
Company for the approval of its plan and site be not granted by the
Dominion Government on or before the 28th day of February, 1929,
then the trustee shall return to the said Ebbs and/or his nominees
the share certificates of the Sterling Industrial Corporation Limited
and the said Marquette Investment Corporation—

that was a Trustee Corporation formed by Sweezey for the purpose of dealing
in securities and finances of the Beauharnois Power Company.

—shall be no longer entitled to issue the said 2,000 part interests or
any, part thereof or certificates in virtue of this agreement and of the
said resolution.

The sale was subject to the passing of the application of the Beauharnois Light,
Heat and Power Company.

Now, just prior to the 8h of March, 1929, there was an invitation issued
to all the interests who chose to discuss the application of the Beauharnois
Light, Heat and Power Company, and you will find in Exhibit 1-A that at that
meeting Mr. Aimé Geoffrion, K.C., who was acting as counsel for the Beau-
harnois Light, Heat and Power Company, in view of the protests put forth
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by a number of companies such as the Canada Steamships, the Canadian
Light, Heat and Power, and others, agreed to a very immediate and complete
modification of the application of the Company, and he said viva voce at the
meeting that:

The application of the Beauharnois Light, Heat and Power Company now
pending before the Governor in Council is purely and simply for
the approval of plans for hydraulic development which will be subject
to a condition that not more than 40,000 cubic feet per second shall
be diverted from the river—from lake St. Francis, to be returned to
Lake St. Louis, and used for power purposes by the Company between

" these two points; and any condition that the Government may exact,
in any wording satisfactory to the Government, involving that limi-
tation, is accepted in advance by the applicant. If the engineers think
that the plans should be altered to meet this declaration, the Com-
pany will submit to any such alteration.

On the 14th of February, 1929, Mr. R. A. C. Henry was appointed Deputy
Minister of Railways and Canals, and on 8th of March, 1929, the famous Order
in Council, No. 422, which is Exhibit 2-A, and is contained in Exhibit 1-A, was

assed.

K On the 25th of June, 1929, resulting from P.C. Order 422, an agreement
was executed between the Department of Public Works and the Beauharnois
Light, Heat and Power Company. This was followed by the filing of modified
plans on the 23rd of July, and a further application on the 29th of July,
1929, for the acquisition of 9,064 feet of Hungry Bay Dyke. Hungry Bay -
Dyke, I may say, was merely a dyke built by the Dominion Government
following the completion of the Beauharnois Canal. The Beauharnois Canal
was built in 1845, and later on there was an enlargement of the feeder, and
there were hydraulic works which resulted in a certain amount of flooding, and
so forth, and a dyke was built along the foreshore. The part of this map
(Exhibit 18) which is closest to me is Lake St. Francis. The river runs off to
the north of Grand Isle, which is between the north shore and the town of
Valleyfield. This dyke was built following what would be the west shore of the
Soulange section, and is shown by a line on the exhibit T now show you.

The application of the 29th of July was an application to acquire in the
vicinity of a mile and three-quarters of the Hungry Bay Dyke. This is all
prior to the Beauharnois Corporation coming into being. Then follows the 7th
of August, 1929. It appears from the evidence, and I say it in general terms,
that while plans were to have been produced and complete plans approved, they
were not produced or approved in conformity with the requirements of the
respective orders. This is merely stated generally in the report, and I state it
generally here, if it ever becomes necessary during this inquiry to discuss
the engineering problems. But the plans were not approved, and on the 7th
of August this gigantic power project was proceeding without definite approval
of the plans on which it was being built.

On the 17th of September, 1929, the Beauharnois Power Company was
incorporated in the office of McGiverin, Haydon and Ebbs. There flowed from
that company some subsidiary companies known as the Beauharnois Construc-
tion Company, the Beauharnois Transmission Company, the Beauharnois Land
Company, the Beauharnois Railway Company, and the Marquette Construction
Company, which was a Delaware company formed for the purpose of taking over
and leasing United States machinery. Those were the children of the Beau-
harnois Power Company.

On the 31st of October, 1929, there was an agreement entered into between
the Beauharnois Power Syndicate, the Marquette Investment Corporation and

the Beauharnois Power Corporation, which is the organization of the Beau-
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harnois Power Company. That is Exhibit No. 5. By that Exhibit, and by the
transaction which took place in the office of the firm of MeGiverin, Haydon and
Ebbs, the Beauharnois Power Syndicate purported to sell to the Beauharnois
Power Corporation all the right, title and interest which it, the Beauharnois
Power Syndicate, had acquired through the series of events to which I have
drawn your attention during the last hour and a half, for $4,750,000 in cash, to
be paid to the Beauharnois Syndicate, $10,000 to be used for the purpose of
liquidating and winding up the Beauharnois Power Syndicate and taking care of
the liabilities. The members of the syndicate were also given the power to
subseribe to Class A shares of the Beauharnois Power Corporation to the extent
of one million at the price of $1 per share. The same day an agreement was
entered into between the Beauharnois Power Company and Newman, Sweezey
and Company, of which Mr. Sweezey was the principal operator, under which
there was an undertaking to purchase from the Beauharnois Power Corporation
$30,000,000 of bonds at ninety, or $27,000,000 (six per cent bonds), the price
being $30,000,000 of bonds and 770,000 shares of Class A stock.

On the 5th of December, 1929, there was an Order in Council passed in
Quebec authorizing the transfer and assignment of certain waterpower leases
at Beauharnois which had been vested in cotton companies, and those were
assigned to the Beauharnois Power Corporation with the net result that the
Beauharnois Light, Heat and Power Company, of which all the stock was owned
by the Beauharnois Power Company—all the assets had been transferred by
the Beauharnois Power Syndicate—had then vested in it the right of diversion
~of 53,072 cubic second feet of the St. Lawrence river of a total estimated flow
of 230,000 cubic second feet.

On the 17th of December, 1929, the Beauharnois Power Syndicate—that is
the second syndicate—was dissolved—you will find this at page 13 of the report—
then there necessarily became vested in Mr. John P. Ebbs, on behalf of the
honourable gentleman, 5,200 part shares of the 25,000 in that syndicate, with
the result, of course, that the syndicate had received the $4,750,000, divided
rateably among them. The result was that the syndicate got $150 cash and
forty shares of the Class A stock of the Beauharnois Power Corporation for
sach part interest of the Beauharnois Power Syndicate.

Now, Mr. Chairman, I have not thought fit to go further in a chronological
way. I have brought you up to 1930, and it does not seem necessary to go
further than that at the moment.

The matters that you have to deal with have reference to the Hon. Andrew
Haydon, Hon. Wilfrid Laurier McDougald and Hon. Donat Raymond. Senator
Haydon was called to the Senate on the 11th of March, 1924. He is a barrister
of reputation, a graduate of Queen’s University, and a trustee of Queen’s Uni-
versity. Hon. Wilfrid Laurier McDougald was called to the Senate on the
25th of June, 1926. He was twice chairman of the Montreal Board of Harbour
Commissioners, being first appointed in January, 1922, and the second time in
October, 1926. He is a graduate of MeGill University. The Hon. Donat
Raymond, who was summoned to the Senate on the 22nd of November, 1926,
is well known in financial circles in Montreal. They are all men of standing,
education, and of great financial responsibility and wealth.

These gentlemen, sir, do not stand charged before this Committee; they
stand named in a report of the Committee of the House of Commons which
this committee has thought fit to act upon. They do not stand impeached
before this committee in any way. They are here for the purpose of an inquiry
into matters which have been mentioned and with which their names have
been connected throughout the evidence given before the House of Commons
committee. It is fair to say that these men did to some extent answer the